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Estate No.: 31-2253654

ONTARIO
SUPERIOR COURT OF JUSTICE
IN BANKRUPTCY AND INSOLVENCY

In the Matter of the Proposal of

Forte EPS Solutions Inc.
of the town of Midland, in the Province of Ontario

FOURTH REPORT OF ALBERT GELMAN INC.
IN ITS CAPACITY AS PROPOSAL TRUSTEE

(Dated October 25, 2017)

I INTRODUCTION

1. On May 19, 2017, Forte EPS Solutions Inc. (‘Forte” or the “Company”) filed a
notice of intention to file a proposal (the “NOI") pursuant to Section 50.4(1) of the
Bankruptcy and Insolvency Act (Canada) (the “BIA”) and Albert Gelman Inc. was
appointed as trustee under the proposal (the “Trustee”). Attached hereto as Appendix
“A” is a copy of the NOI and Certificate of Appointment issued by the Office of the
Superintendent of Bankruptcy.

2. On June 14, 2017, the Company was granted an Order (the “June 14 Order”)
approving, among other things, an administrative charge in the maximum amount of
$100,000 (the “Administration Charge”) and an extension of the stay of proceedings
afforded under the NOI to August 2, 2017 (the “First Stay Extension”). Attached
hereto as Appendix “B” is a copy of the June 14 Order.

3. The Trustee prepared a report in respect of the June 14, 2017, motion dated
June 9, 2017 (the “First Report’). Attached hereto as Appendix “C” is a copy of the
First Report, without appendices.

4, On July 31, 2017, the Company was granted an Order (the “July 31 Order”)
approving, among other things, a debtor-in-possession lender's charge (the “DIP
Charge”) in favour of 16567 Highway 12 Holdings Limited (“16567” or, in this capacity,
the “DIP Lender"), an amendment to the Administration Charge and an extension of the



stay of proceedings afforded under the NOI to September 18, 2017 (the “Second Stay
Extension”). The Company was also seeking an Order approving a sale and
investment solicitation process (“SISP”), however, that portion of the motion was
adjourned to a chambers appointment on August 17, 2017, so the Company could
entertain an unsolicited offer to purchase received from an arm’s length third party (the
“Unsolicited Offer"). Attached hereto as Appendix “D” is a copy of the July 31 Order.

5. The Trustee prepared a report in respect of the July 31, 2017, motion dated July
28, 2017 (the “Second Report’). Attached hereto as Appendix “E” is a copy of the
Second Report, without appendices.

6. The Unsolicited Offer did not result in a binding agreement and on August 17,
2017, the Trustee served its first supplement to its Second Report (the “First
Supplement’) which provided information on, amongst other things, the DIP Facility as
well as the proposed SISP, which was being proposed at that time. Attached hereto as
Appendix “F” is a copy of the First Supplement, without appendices

7. On August 17, 2017, the Honourable Justice Morawetz scheduled a return of the
motion to approve the SISP for August 24, 2017. Attached hereto as Appendix “G” is a
copy of the endorsement issued by Justice Morawetz on August 17, 2017.

8. On August 22, 2017, the Trustee served a second supplement to its Second
Report which updated the court on developments since the First Supplement and
provided additional comments on the SISP (the “Second Supplement’). Attached
hereto as Appendix “H” is a copy of the Second Supplement, without appendices

9. On August 24, 2017, the Company was granted an order (the “August 24
Order”) approving, among other things, the SISP. Attached hereto as Appendix “I” is
a copy of the August 24 Order.

10.  The First Supplement and the Second Supplement advises the Court of certain
operational issues which it had discovered and was continuing to investigate.
Specifically, the Trustee had concerns about how the Company was funding raw

material purchases and related expenses.



11.  Subsequent to the August 24 Order, the Trustee discovered that part of the
Company’'s operational issues were the DIP Lender's inability to fund the loan it
provided to the Company. On September 1, 2017, the Trustee issued a Material
Adverse Change report in accordance with section 50.4(7)(b) of the BIA (the “MAC
Report”) which advised of this discovery. The matters addressed in the MAC Report
were subsequently remedied by the Company as further described in the Supplement to
the Third Report (defined below). Specifically, the DIP Lender funded the amounts
required by the Company to maintain operations. The MAC Report is attached hereto
as Appendix “J”.

12.  On September 18, 2017, the Company was granted an order (the “September
18 Order”) approving, among other things, an extension of the stay of proceedings
afforded under the NOI to November 2, 2017 (the “Third Stay Extension”). Attached
hereto as Appendix “K” is a copy of the September 18 Order.

13.  The Trustee prepared a report in respect of the September 18, 2017, motion
dated September 14, 2017 (the “Third Report”). Attached hereto as Appendix “L” is a
copy of the Third Report, without appendices. The Trustee also prepared a supplement
to the Third Report dated September 17, 2017 (the “Supplement to the Third
Report”). Attached hereto as Appendix “M” is a copy of the Supplement to the Third
Report, without appendices.

14. The Company has advised the Trustee that it has selected a successful bidder
from the SISP and wishes to bring a motion for, amongst other things, approval of a
sale of substantially all of its assets to Amvic Inc. (the “Proposed Purchaser”) pursuant
to purchase agreement dated October 17, 2017 (the “Sale Agreement”).

I PURPOSE OF THIS REPORT
15.  The purpose of this report is to:

a) provide information to the Court regarding the actions and activities of
both the Trustee and the Company subsequent to date of the Third Report
(including the Supplement to the Third Report);



b) provide the court with information on the SISP undertaken by the
Company and the Trustee and provide the basis for the Trustee's
recommendation that the Court approve the Sale Agreement and vest title

in the assets in Amvic Inc.;

c) provide the Court with information regarding Business Development Bank
of Canada's (‘BDC") demand that its loan be repaid by way of a
distribution directly from the Purchaser;

d) advise the court on additional distributions from the proceeds of the Sale
Agreement, including DIP Lender's request to be repaid from the proceeds
of the Sale Agreement and the request for an increase in the

Administration Charge;

e) request an Order of this Honourable Court sealing the Confidential Report
until the earlier of: (a) the Sale Agreement closes; or (b) further Order of
the Court;

f) advise on the Company's request for an extension of the existing stay of
proceedings through to November 17, 2017; and,

g) provide the Court with the Trustee's recommendations.
lil. SCOPE AND TERMS OF REFERENCE

16.  In preparing this Fourth Report, the Trustee has relied upon certain unaudited
financial information, Forte’s books and records, discussions with Mr. John Cipressi, Mr.
Dominic Zita (collectively, the “Principals”), the Company's legal counsel, Mr. William
Harvey Jones, as well as other employees of the Company.

17.  While the Trustee has reviewed various documents provided by the Principals
and others, such review does not constitute an audit or verification of such information
for accuracy, completeness or compliance with Generally Accepted Accounting
Principles (“GAAP”) or International Financial Reporting Standards (“IFRS).
Accordingly, the Trustee expresses no opinion or other form of assurance pursuant to



GAAP or IFRS or otherwise with respect to such information except as expressly stated
herein.

18. This Fourth Report has been prepared for the use of this Court and Forte’s
stakeholders as general information relating to Forte and to assist the Court in making a
determination of whether to approve the relief sought by Forte. Accordingly, the reader
is cautioned that this Fourth Report may not be appropriate for any other purpose. The
Trustee will not assume responsibility or liability for losses incurred by the reader as a
result of the circulation, publication, reproduction or use of this Fourth Report contrary to

the provisions of this paragraph.

19. Unless otherwise noted, all monetary amounts referenced are in Canadian

dollars.
Iv. BACKGROUND INFORMATION

20. The Company is a manufacturer which produces expanded polystyrene (EPS)
rigid foam building materials primarily for use in the construction industry. The
Company’s manufacturing plant is located at 16567 Highway 12, Midland, Ontario (the
“Premises”). The Premises is owned by 16567 (in this capacity referred to as the
“Landlord”) which is related to the Company in that John Cipressi and Andrea Zita
(Dominic Zita’s wife) are the owners of the Landlord. There is a lease agreement
between the Landlord and the Company which expires on March 31, 2018 (the
“Existing Lease”). 16567 is not a debtor in these proceedings.

21.  Further background information on the Company, its Directors and the events
leading the filing of the NOI can be found in the First Report previously attached to this
Fourth Report as Appendix “C".

V. ASSETS

22. The significant tangible assets of the Company consist of manufacturing
equipment which the Company uses to manufacture its products as well as inventory in
the form of raw materials, work-in-process and finished goods (the “Inventory”).



Leased Equipment and Owned Assets

23. A portion of the manufacturing equipment is leased (the “Leased Equipment’)
from Travelers Leasing Ltd. (“Travelers”). The Leased Equipment is integral to the
Company’s continuing operations.

24. The balance of the Company's assets are owned by the Company (the “Owned
Assets”).

Inventory

25. The company’s raw materials, at any given time, consist of raw foam beads,
which are then placed through the manufacturing process in order to extrude raw foam
block for cutting to customer specifications. Due to cash flow constraints, the Company
has been purchasing raw beads on a "“just in time” basis to meet its ongoing orders.
Accordingly, it is anticipated that at the time of closing the proposed Sale Agreement,

that minimal raw beads will be on hand.

26. The company cuts and converts the foam blocks to finished goods, in
accordance with the customer specification, within in a period of 3-5 days (which is
partially dependent on whether the specification for the finished goods also requires the
foam blocks to also be cured and dried in the Company’s heating rooms). The
Company generally delivers the finished product forthwith after cutting. Accordingly, at
any given time, the Company has very limited amounts of finished goods inventory on
hand.






30. The Security Reviews do not opine on the priority of each Secured Creditor as
this will be discussed further below.

a. North Simcoe Community Futures Development Corporation

31.  North Simcoe Community Futures Development Corporation (“North Simcoe”)
first registered its security on the PPSR Database on May 10, 2012 (the “North Simcoe
Registration”) and expires on April 28, 2020. The North Simcoe Registration lists its

collateral as “Equipment” and contains the following general collateral description:

Manufacturing machinery and equipment related to the production of
expanded polystyrene products.

32. North Simcoe provided the Trustee with a document entitled “General Security
Agreement” as evidence of their secured interest in the Company’s assets. However,
as indicated in the Second Security Review, it appears that North Simcoe only has a
perfected security interest in the Company’s equipment and an unperfected security
interest in the balance of the Company's assets.

33. Further, the Trustee was provided with a postponement agreement which
purports to subordinate and postpone North Simcoe’s security in favour of BDC's
security (the “North Simcoe Postponement”). Attached hereto at Appendix “Q” is a
copy of the North Simcoe Postponement.

34. North Simcoe provided the Company with a payout statement indicating a
balance owing of $226,399 as at October 31, 2017.

b. Business Development Bank of Canada

35. BDC first registered its security on the PPSR Database on January 29, 2013 (the
“BDC Registration”) and said registration expires on January 29, 2022.

36. BDC previously provided the Trustee with a copy of its security documents and,
as mentioned above, the BDC security was reviewed as part of the First Security

Review.



37. BDC issued its Notice of Intention to Enforce Security dated November 3, 2016
(the “BDC Notice”) pursuant to section 244 of the BIA. Attached hereto as Appendix
“R” is a copy of the BDC Notice.

38. The BDC Notice expired and as a result the stay afforded to the Company in
these proceedings does not apply to BDC by virtue of section 69.1(2)(b) of the BIA.

39. Following expiry of the BDC Notice it entered into a forbearance agreement with
the Company which was to August 30, 2017 (the "Forbearance Agreement’). As part
of the Forbearance Agreement the Company has consented to the appointment of a
receiver over its property, assets and undertaking in the event of a default. The
Company is currently in default of the Forbearance Agreement, however, BDC has not

appointed a receiver or enforced on its security to date.

40. BDC has requested immediate repayment of its indebtedness upon closing of the
Sale Transaction (the “BDC Indebtedness”). As of the date of this Fourth Report, the
BDC has not provided the Company with a payout statement indicating the amount
owing by the Company to the BDC in respect of the BDC Indebtedness.

c. Western Ontario Community Futures Development Corporation

41. Western Ontario Community Futures Development Corporation (*SOFFI") first
registered its security on the PPSR Database on February 1, 2013 (the “SOFFI

Registration”) and said registration expires on February 1, 2019.

42. On June 19, 2017, counsel for SOFFI contacted counsel for the Trustee and
provided copies of their client's Notice of Intention to Enforce Security dated August 26,
2015, (the “SOFFI Notice”) which were issued pursuant to section 244 of the BIA.
Attached hereto as Appendix “S” is a copy of the SOFFI| Notice.

43. While SOFF! originally took the position that they were not stayed by this
proceeding, SOFFI has not taken any steps to enforce their security. The Trustee's
counsel did advise SOFFI's counsel that if its client was relying on the SOFFI Notice it
would have to consider whether SOFFI could rely on the SOFFI Notice at this time. The
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enforceability of the SOFFI Notice has not become an issue in this proceeding and

accordingly, the Trustee does not express an opinion on its enforceability at this time.

44, The Company has advised the Trustee that it did not enter into a forbearance
agreement or any other tolling agreement with SOFFI, nor is the Company aware of
SOFFI taking any other enforcement steps with respect to the Company’s assets.

d. Travelers Leasing Ltd.

45. Travelers Leasing Ltd. (“Travelers”) leased certain equipment (the “Leased
Equipment”) to the Company pursuant to a lease agreement dated August 1, 2014 (the
“Travelers Lease”). Travelers first registered its security on the PPSR Database on
July 29, 2014 (the “Travelers Registration”) and said registration expires on July 29,
2021.

46. Travelers previously provided the Trustee with a copy of the Travelers Lease
and, as mentioned above, the Travelers Lease was reviewed as part of the First
Security Review

47. The First Security Review noted, amongst other things, that the Travelers Lease
appeared to be completed by way of sale of the Leased Equipment to Travelers and
lease back of the Leased Equipment by the Company (the “Sale/Leaseback
Transaction”). Specifically, the First Security Review noted that while Travelers had
valid and enforceable security over the Leased Equipment, it did not appear to have a
valid and enforceable purchase money security interest (‘PMSI”) by virtue of the
Sale/Leaseback Transaction. Of note, section 2 of the Personal Property Security Act
(Ontario) defines a “purchase money security interest” as:

a. a security interest taken or reserved in collateral, other than investment
property, to secure payment of all or part of its price,

b. a security interest taken in collateral, other than investment property, by a
person who gives value for the purpose of enabling the debtor to acquire rights in
or to the collateral, to the extent that the value is applied to acquire the rights, or

-10 -
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C. the interest of a lessor of goods under a lease for a term of more than one
year,

but does not include a transaction of sale by and lease back to the seller.
[emphasis added]

48. Attached hereto as Appendix “T” is a copy of the security documents received
from Travelers.

49. In addition to the Travelers Lease, the Trustee was provided with a
postponement agreement which purports to subordinate and postpone BDC's security
in the Leased Equipment to the interests of Travelers (the “BDC Postponement”). The
Trustee is not aware of any priorities agreement between Travelers and either North
Simcoe or SOFFI.

50. The Trustee appended the First Security Review to the First Report which was
served on all secured creditors, including Travelers. The First Report was provided in
support of the June 14 Order.

51.  Pursuant to the June 14 Order the Court granted an administration charge in the
amount of $100,000 (the “Administration Charge”). However, the Court accepted the
Trustee's recommendation contained at paragraph 37 of the First Report and endorsed
the record such that Travelers (and others) were afforded 30 days to seek an Order
subordinating the Administration Charge to Travelers interest in the Lease Equipment.
Attached hereto as Appendix “U” is a copy of the endorsement of the Honourable

Justice Hainey with respect to the June 14 Order.

52. Travelers did not seek to amend the June 14 Order and as a result the Court
confirmed the priority of the Administration Charge as against the Leased Equipment in
the July 31, 2017 Order.

e. Administration Charge

53. As noted above, the Administration Charge was granted in the June 14 Order
and the priority of the Administration Charge over the Leased Equipment was confirmed

-11 -
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in the July 31 Order. Accordingly, the Administration Charge has a first ranking charge
over the Leased Equipment and is subordinate only to the BDC in respect of the Owned

Assets.

f. Debtor-in-Possession Charge

54. Pursuant to the July 31 Order the Court granted a debtor-in-possession charge
(the “DIP Charge”) in favour of the DIP Lender up to a maximum amount of $200,000
(the “DIP Loan”). As of the date of this Fourth Report, the Company has drawn the full
balance of the DIP Loan.

55. Pursuant to paragraph 8 of the July 31 Order the DIP Charge is subordinate to
both the Administration Charge and BDC with respect to both the Leased Equipment

and the Owned Assets.
VII. SALE AND INVESTMENT SOLICITATION PROCESS (the “SISP”)

56. In accordance with the August 24 Order, on August 29, 2017 the Trustee sent
the “teaser” document to all of the prospective purchasers contained in a list prepared
by management of the Company. The “teaser” document is attached hereto as
Appendix “V”. The Trustee was contacted by numerous prospective purchasers who
received the “teaser” document and conducted several tours of the Premises with

prospective purchasers.

57. The Trustee retained Firmex, a third party cloud-based document storage
provider, to host the data room (the “Data Room”). Each prospective purchaser who
executed a non-disclosure agreement was given access to the Data Room which
contained details of the Company’s business and affairs, including a listing of the
Leased Equipment and Owned Equipment, the lease agreement for the Premises as
well as several other contracts of which the Company is a party.

58. In accordance with the SISP, all offers were to be submitted to the Trustee on or
before September 28, 2017 at 5 p.m. eastern standard time (defined as the Offer

-12-
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Deadline in the SISP). Prior to the Offer Deadline the Trustee received three offers
which it considered Qualified Bids (as defined in the SISP).

59. Two of the Qualified Bids were superior to the third, however, both of those offers
contained a condition relating to satisfactory negotiations with the Landlord on
amendments to the Existing Lease and/or a new lease for the Premises.

60. In accordance with the SISP, on October 6, 2017 the Trustee, through its
counsel, advised the Company and its counsel that it had determined that the Proposed
Purchaser’s offer was the Best Offer (defined in the SISP).

61. Between October 7 and October 17, 2017, the Proposed Purchaser negotiated
with the Landlord with respect to occupancy of the Premises. On October 17, 2017, the
Proposed Purchaser confirmed it had made satisfactory arrangements with the Landlord
and entered into the Sale Agreement. The Sale Agreement is conditional on the Court
granting an Order approving the Sale Agreement and vesting the Company’s interest in
and to the Purchased Assets free and clear and any and all encumbrances (the

“Approval and Vesting Order”).

62. On October 19, 2017 the unsuccessful bidders were advised that their bids were

not accepted and their respective deposits will be returned.

63. Further details regarding the administration of the SISP including the offers
received, communications between the Trustee and various stakeholders during the
SISP and negotiations between the Company and the Purchaser are included in the

Confidential Report.

64. The Trustee is of the opinion that the SISP was administered in accordance with
the August 24 Order.

VIl SALE OF ASSETS OUTSIDE OF THE NORMAL COURSE

65. The contemplated Transaction represents a disposition of assets outside the
ordinary course of business and, therefore, in accordance with section 65.13(1) of the
BIA the Transaction requires approval of the Court.

-13-
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66. Section 65.13(4) of the BIA sets out the factors to be considered by the Court in
granting authorization for the Company to sell or otherwise dispose of assets outside

the ordinary course of business. That section provides:

65.13(4) Factors to be Considered - In deciding whether to grant the
authorization, the court is to consider, among other things,

(a) whether the process leading to the proposed sale or disposition was
reasonable in the circumstances;

(b) whether the trustee approved the process leading to the proposed sale or
disposition;

(c) whether the trustee filed with the court a report stating that in their opinion
the sale or disposition would be more beneficial to the creditors than a sale or
disposition under a bankruptcy;

(d) the extent to which the creditors were consulted;

(e) the effects of the proposed sale or disposition on the creditors and other
interested parties; and,

(f) whether the consideration to be received for the assets is reasonable and
fair, taking into account their market value.

67. The Trustee has taken into consideration the factors set out in section 65.13(4) of
the BIA. The Trustee’s comments with respect to each of the factors are set out below.

65.13(4)(a) — In the Trustee's opinion, the SISP was administered in
accordance with the August 24 Order and, therefore, the process leading
to the proposed sale of the Purchased Assets was fair and reasonable in

the circumstances.

65.13(4)(b) — The Trustee both approved of and recommended to the
Court that it approve the SISP.

65.13(4)(c) — In the Trustee’s opinion the sale of the Purchased Assets as
contemplated by the Transaction is more beneficial to creditors than what
is likely to be available to creditors in a bankruptcy. The reasons for its
opinion are described in further detail in the Confidential Report.

-14 -
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65.13(4)(d) — As part of the August 24 Order BDC was provided with full
access to the Data Room, copies of all offers received by the Trustee, and
consulted before accepting the Proposed Purchaser’s offer. The Trustee
did not receive any requests for information from any other creditors,

including the other secured creditors.

65.13(4)(e) — The effect of the Sale Agreement on the Company’s
creditors and other stakeholders is described in detail in the Confidential
Report, however, the Purchaser has advised that it intends to continuing

operating the business as a going concern.

65.13(4)(f) — In the Trustee’s opinion the consideration to be received for
Purchased Assets as contemplated in the Transaction is fair and
reasonable. Further analysis in respect of this factor is provided in the
Confidential Report.

68. The secured creditors who are to be affected by the Sale of the Purchased
Assets have been served with the Company’s motion record and will be served this
Fourth Report in accordance with section 65.13(3) of the BIA.

69. The Purchaser of the Purchased Assets is not Related Person as set out in
section 65.13(6) of the BIA.

IX. RECOMMENDATION IN RELATION TO PURCHASE AGREEMENT

70. The Trustee recommends that this Honourable Court authorize and approve the
Sale Agreement and grant an Order vesting title of the Purchased Assets in and to the
Purchaser for the following reasons:

a) the process undertaken by the Company and the Trustee to market and
sell the Purchased Assets was in accordance with the SISP approved by
the Court in the August 24 Order,
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b) as expanded upon in the Confidential Report, in the Trustee’s opinion the
Transaction represents the highest and best realization for the Purchased
Assets under the circumstances; and,

c) it is the Trustee’s opinion that approval of the Transaction is fair and

reasonable.
X. CONFIDENTIAL REPORT OF THE TRUSTEE

71. The Trustee has prepared a confidential report to its Fourth Report dated
October 25, 2017 (the “Confidential Report”) which includes, among other things, the
Purchase Agreement, summary of the offers received under the SISP, details of the
Trustee's communication with various stakeholders throughout the SISP as well as the

appraisal of the Leased Equipment and the Owned Equipment.

72. The Confidential Report contains sensitive commercial information about the
value of the Purchased Assets and the Sale Agreement, the release of which could
negatively affect future marketing efforts to market the Purchased Assets should the
Transaction not close

73. The Company is seeking, and the Trustee is recommending, an Order sealing
the Confidential Report from the general public until the closing of the Transaction or
further Order of the Court.

Xl PROPOSED DISTRIBUTION TO BDC

74. BDC has requested that its indebtedness be repaid either directly by the
Proposed Purchaser (by way of distribution of a portion of the sale proceeds) or by the
Company immediately upon closing. The Trustee understands that the Company
wishes to make the requested payment to BDC upon closing.

75.  Pursuant to the Sale Agreement, the purchase price is to be paid to the Proposal
Trustee and held in trust. Accordingly, the Proposal Trustee needs direction from the
Court to release funds to BDC.
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76.  As indicated above, the Trustee has received an opinion on the validity and
enforceability of the BDC security. Further, based on the information provided to the
Trustee to date, it appears that BDC has first ranking security over all assets that are
not the Leased Equipment.

77.  With respect to the Leased Equipment, the BDC security is subordinate to both
the Administration Charge and the DIP Charge. Further (and as further described in the
Trustee’s factum), it is possible that Travelers may have a legal argument to claim some
or all of BDC's entitlement to proceeds from the Leased Equipment. With that said, if
the Court accepts the allocation of the purchase price proposed in the Confidential
Report, it is unlikely that there will be sufficient proceeds from the Leased Equipment to
satisfy the Administration Charge and the DIP Charge. Accordingly, the circular
priorities issue as between BDC, North Simcoe and Travelers would be irrelevant.

78.  Finally, while the Trustee has been advised that CRA has commenced an audit
of the Company’s deemed trust obligations, the audit is not complete. Accordingly, the
Trustee cannot comment on whether the Company has outstanding deemed trust
claims (the “Possible Deemed Trust Claims”).

79.  Accordingly, the Trustee is prepared to recommend a distribution to BDC of up to
the lesser amount of: (i) the BDC Indebtedness; and (ii) the amount of the purchase
price allocated to the Owned Assets, providing that BDC provides the Company with a
written undertaking to reimburse the Company in the event there are insufficient

proceeds to satisfy the Possible Deemed Trust Claims.

80. If the Court accepts the allocation of proceeds from the Sale Agreement as
outlined in the Confidential Brief, there are sufficient funds from the sale of the Owned
Assets to satisfy the BDC Indebtedness (but subject to the written undertaking above).
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XiIL. DIP CHARGE AND ADMINISTRATION CHARGE

a. The Administration Charge

81. As described above, the June 14 Order (as amended by the July 31 Order)
created an Administration Charge over all of the property, assets and undertaking of the
Company. Paragraph 7 of the July 31 Order clarified that with respect to the Leased
Property the Administration Charge “shall form a first charge in priority to all security
interests, trusts, liens, charges and encumbrances, statutory or otherwise, in favour of

any person’.

82. While the Company was originally keeping current on its obligation to the Trustee
in respect of its fees and disbursements (and those of its counsel), it is now significantly
in arrears. The unpaid fees of the Trustee and those of its counsel have increased to
$82,036. A copy of the Trustee’s unpaid accounts from September 5 to October 16,
2017 and those unpaid accounts of its counsel from September 8 to October 12, 2017
(collectively, the “Unpaid Accounts”) are attached hereto as Appendix “W” and
Appendix “X” respectively.

83. Of note, the Company’s counsel is also entited to the protection of the
Administration Charge, however, the Trustee is not aware of the amounts owing by the
Company to its counsel.

84. Since issuing the Unpaid Accounts, the Trustee and its counsel have continued
to spend time and money moving the SISP towards what will hopefully be a successful
conclusion. However, its work in process and accounts receivable continue to accrue
and are in danger exceeding the maximum amount of the Administration Charge.

85. When the Administration Charge was sought and obtained, the Company was
paying the Trustee in the ordinary course and the Company was continuing to operate
as a going concern. As a result, the $100,000 maximum was appropriate at the time.
However, given the Company's inability to pay the Unpaid Accounts together with the
inevitable conclusion that the Company will cease operations after closing of the Sale
Agreement, the Company is requesting, and the Trustee is recommending:
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a) an increase in the Administration Charge from $100,000 to $200,000; and,

b) authorizing the Trustee to holdback $200,000 from proceeds of the Sale
Agreement as added security for payment of the Trustee's account and
the accounts of its counsel (including, but not limited to the Unpaid

Accounts).

86. If the Court accepts the allocation of proceeds from the Sale Agreement as
outlined in the Confidential Report, there are sufficient funds from the sale of the Leased
Equipment (to which the Administraton Charge enjoys first priority) to satisfy the

increase in the Administration Charge.

87. It is important to note that the Administration Charge specifically states it is in
priority to all claims, including trust claims. Accordingly, the Administration Charge can
be repaid in priority to any Deemed Trust.

88. The parties deriving benefit from the Administration Charge have been, and
continue to be, integral to the successful sale of the Company’s assets as a going
concern. The proposed amendments to the Administration Charge ensures that those
professionals can see the Sale Agreement through to its conclusion.

b. DIP Loan and Payout

89. The Company also seeks an Order permitting it to repay the DIP Loan to the
Company of $200,000.

90. As described above, the DIP Lender is related to the Company and is also the
owner of the Premises. In addition, the DIP Lender has guaranteed the Company’s
debts to both BDC and SOFFI.

91.  Pursuant to paragraph 8 of the July 31 Order (and as described above), the DIP
Charge is subordinate to both BDC and the Administration Charge with respect to both
the Leased Equipment and the Owned Assets. Accordingly, the Trustee cannot
recommend repayment of the DIP Loan until it receives comfort that there are sufficient
funds to satisfy the Possible Deemed Trust Claims.
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Xiil. REQUEST FOR STAY EXTENSION

7

92. The Company is seeking a fourth extension of time to file a proposal to
November 17, 2017 pursuant to subsection 50.4(9) of the BIA (the “Fourth Stay
Extension”). The purpose of the Fourth Stay Extension would be to provide the
Company with sufficient time to close the Transaction and file a proposal to its creditors.

93. The Trustee notes that the Company filed its NOI on May 18, 2017 and,
therefore, the Fourth Stay Extension cannot extend beyond November 18, 2017, the
period that is six months from the filing on the NOI.

94. The Trustee supports the Fourth Stay Extension as it is of the opinion that:

a) the Company has acted, and is acting, in good faith and with due

diligence;

b) the Company would likely be able to make a viable Proposal, however,
any such proposal would require additional negotiations between the
Landlord (in its capacity as guarantor of the BDC Indebtedness and the
SOFFI| indebtedness), the Company and the secured creditors; and,

c) no creditor would be materially prejudiced if the extension being applied
for were granted.

95. The Trustee's recommendation is subject to the approval of this Honourable
Court of the Transaction.

XIv. TRUSTEE'S RECOMMENDATION

96. For the reasons explained herein the Trustee respectfully recommends that this
Honourable Court:

a) approve the activities of the Trustee as described in this Fourth Report;

b) approve the Sale Agreement and vest title in the assets as identified in the
Sale Agreement in and to Amvic Inc.
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District of: Ontario
Division No. 03 - Barrie
Court No. 312253654

Estate No. 312253654
-FORM 33-
Notice of Intention To Make a Proposal
(Subsection 50.4(1) of the Act)

In the matter of the proposal of
Forte EPS Solutions Inc.
of the city of Midland, in the Province of Ontario

23

List of Creditors with claims of $250 or more.

Creditor Address Account# Claim Amount

2306732 Ontario Inc. c/o Millenium Disposal Service 550,000.00
2440 Beryl Road
Oakville ON L6J 7X4

407 ETR Express Toll Route 6300 Steeles Ave W 776.33

Marion Richardson/Collections | Woodbridge ON L4H 1J1

Advance Specialties USD P.0. BOX 349 3735 HIGHWAY 22 2,017.40
GLEASON TN 38232

BASF Canada Inc. P.0. BOX 15248 STATION A 762.60
TORONTO ON M5W 1C4

Bemard Baum, LLB SUITE 10 & 11 1540 LODESTAR ROAD 41,000.00
TORONTO ON M3J 3C5

Business Development Bank ¢/o Chaltons LLP 554,785.16

of Canada 500 Yonge Street, 10th Floor

ATT: Maya Poliak Toronto ON M2N 7E9

Carlson Construction 725 RUNNINGBROOK DRIVE 2,475.00
MISSISSAUGA ON L4Y 2R9

CCH Excavating Inc. P.0.BOX 159 3,835.95
Port McNicoll ON LOK 1R3

Cdn Business Health 75 MISSISSAUGA STREET WEST 1,440.75

Management Inc. ORILLIA ON L3V 3A7

Cheval P.0.Box 1262 STN B 230,000.00
Mississauga ON L4Y 3W4

Domenic Frasca 220 Whitturch 439,944 .49
Mississauga ON L5A 4B3

Dominic Zita 5063 Summersky Court 1,500,000.00 .
Mississauga ON L5M OR3

Eisses Enterprises 901 ESSA ROAD 4,106.42
BARRIE ON L9J 0B1

Enbridge Gas P.0. BOX 680 9,071.87
SCARBOROUGH ON M1K 0A9
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District of;
Division No. -
Court No.
Estate No.
-FORM 33 -
Notice of Intention To Make a Proposal
(Subsection 50.4(1) of the Act)
In the matter of the proposal of
Forte EPS Solutions Inc.
of the city of Midland, in the Province of Ontario
List of Creditors with claims of $250 or more.
Creditor Address Account# Claim Amount
Essex Energy 2199 BLACKACRE DRIVE SUITE 2 4,409.66
OLD CASTLE ON NOR 1L0
Fastenal Canada, LTD 860 TRILLIUM DRIVE SUITE 117 3,597.96
KITCHENER ON N2R 1K7
First Source Mortgage 1 VALLEYBROOK DRIVE SOCUTH UNIT 100 18,300.00
Corporation TORONTO ON M3B 2810
Fred Hook LTD BOX 248 MIDLAND 156,041.82
Midland ON L4R 4K11
Greywall Coatings INC 165 DRIVE INN ROAD, UNIT 4 2,460.33
SAULT ST MARIE ON P6B 5X8
Ideal Supply Company Limited | 869 KING STREET 2,954.11
MIDLAND ON L4R 0B10
Jason Pasqualino 417 Lanor Ave 25,300.00
Mississauga ON M8W 2R7
JD Hubbert 200 EVANS AVE., UNIT 11 508.50
TORONTO ON M8Z 1J10
John Cipressi 72 Bourgeois Beach Road 1,500,000.00
Victoria Harbour ON LOK 2A0
Klenzoid P.O. BOX 3857 COMMERCE COURT POSTAL STN 6,277.24
TORONTO ON M5L 1K4
Kreston GTALLP 8953 WOODBINE AVE., 7,673.98
MARKHAM ON L3R 0J12
Linde Canada Limited P.0.BOX 4070 STNA 653.81
TORONTO ON M5W 1M6
Lino Tonc<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>