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Purpose of Ré_port-

The report of Deloitte & Touche Inc., in its capacity as receiver (the “Receiver”) of all of the assets,
properties and undertakings of I. Waxman & Sons Limited (“IWS” or the “Company™) has been
prepared as a supplement to the Receiver’s Third Report dated August 9, 2007 (the “Third Report”).
This supplement is hereafter referred to as the “Supplemental Third Report”. :

The purpose of the Supplemental Third Report is to advise the Ontario Superior Court of Justice (the
“Court) of events since the August 14, 2007 motions discussed below and provide a revised
allocation of costs to the Windermere Property and the effect of this revision on the requested
authorizations from the Court. ' ’

Capitalized terms used herein and not otherwise defined shall have the meaning given to them in the -
Third Report. ' '

August 14 Motions'-

4.

As set out in the Third Report, the Receiver was bringing motions to (a) approve a cost allocation and
seek related relief with respect to costs of the sale of the Windermere Property, Centennial Property
and Fixed Assets of IWS as well as seek authority to make a distribution of approximately $1.7
million to Morriston Investments Limited ("Morriston") in respect of its half interest in the
Windermere Property (the "Cost Allocation Motion"); and (b) approve the fees and disbursements of
the Receiver and its legal counsel, Ogilvy Renault LLP (the "Fee Motion").

On August 14, 2007 the Receiver agreed to an adjournment of the Cost Allocation Motion (except
with respect to the distribution to Morriston) as a result of specific objections that had been made by
Chesterton Investments Limited ("Chesterton™).

On August 14, 2007, Justice Pepall issued an endorsement adjourning the entirety of the Cost
Allocation Motion except for a distribution to Morriston Investments Limited ("Morriston") to a 9:30
a.m. appointment on August 21, 2007.  Attached as Exhibit "A" is a copy of the Order and
endorsement in this regard. On the same date, Justice Pepall adjourned the Fee Motion to August 23,
2007. Attached as Exhibit "B" is the endorsement in this regard.



BN

Events Subsequent to August 14, 2007

10.

11.

On August 14, 2007, Chesterton served the Receiver with a Notice of Cross-Examination of Karen
Cramm (the "Notice") which requested that Ms. Cramm make herself available on August 17, 2007
for cross-examination as well as included a request of documents to be produced no later than August
15,2007. A copy of the Notice is attached as Exhibit "C". '

The Receiver responded to the Notice by agreeing to the cross-examination and spent considerable
time throughout the day on August 15, 2007 compiling and providing the documents that had been
requested in the Notice to be provided to Chesterton. Copies of all documents that were provided to |
Chesterton were also provided to Morriston.

On August 16, 2007, the- Receiver held discussions with representatives of Chester Waxman, -
Chesterton, Lightning DiStribution Inc. (“Lightning”), Morris Waxman and Morriston to discuss the
allocation. The Receiver considered the options that were proposed, particularly in light of a lease
dated as of December 20, 1983 (the "Lease") among Chester Waxman, Chesterton, Morris Waxman
and Morriston, as landlords, and IWS, as tenant relating to the Windermere Property. The terms of
the Lease allocated to IWS responsibility for payment of all occupancy costs.

As a result of the subsequent discussions, the Receiver has agreed to make certain revisions to some
of the cost allocation related to the Windermere Property. There is no change to the allocation of pre-
recelvershrp costs allocated to the property at 480-500 Centennial Parkway, Hamilton, Ontario (the
“Centennial Property”).

On August 16, 2007, following the discussions referenced in paragraph 9 above, Chesterton cancelled
its cross-examination of Ms. Cramm. -

VReV1sed Allocatlon of Costs for Wmdermere.
'Property

12.

A summary of the proposed revisions to the cost allocation are as follows

(i) Pre-Receivership Transaction Costs. With respect to the Pre-Receivership Transaction Costs
previously set out in Exhibit C to the Third Report, fees and costs of the Marketing Agent
totalling $73,493 (professional fees of $71,731 and costs of $1,762) have been removed from
the costs allocated to the Windermere Property and have been re-allocated as part of the
Receiver's Post-Receivership Transaction Costs. Attached as Exhibit D to this Supplemental
Third Report is a revised summary of the Pre-Receivership Transaction Costs. - |

(ii) Post-Receivership Transaction Costs. With respect to the Post—Receivership Transaction
Costs previously set out in Exhibit D to the Third Report, the adjustments are as follows:




a. The costs described as security, utilities, cleaning services, rent, contractor — Brian
Landman and property insurance, previously allocated to Morriston and Chesterton as
owners of the Windermere Property, have been reallocated to IWS on the basis of the
contractual responsibility for such costs as set out in the Lease;

b. Legal costs attributed to the Windermere Property are adjusted from $80,515 to
$80,000 and are based on an estimate of Ogilvy Renault LLP, legal counsel to the
Receiver, as to the post-receivership legal fees attributable to the sale of the
‘Windermere Property; and, ’ '

c. The Receiver’s fees aftributed to the Windermere Property are increased from
~ $123,000 to $143,500 and are based on a commission rate of 3.5% of the Windermere
- Property’s selling price of $4.1 million (these allocated Receiver’s fees are part of the
 total Receiver’s fees before the Court for taxation and not in addition to these fees).
The Receiver has been advised that a reasonable commission rate on the sale of
commercial property, such as the Windermere Property, is in the range of 2.5% to
3.5% of the gross selling price. The high-end of the range has been selected to cover -
the Marketmg Agent’s pre- recelvershlp fees and costs and the post-receivership fees
and costs of the Receiver.

13. Attached as Exh1b1t E to this Supplemental Report is a rev1sed summary of the Post-Rece1versh1p
Transaction Costs. o

14. As a result of the revised allo_cation, in addition to the amount that was originally distributed to
Morriston subsequent to the August 14, 2007 motion, Morriston will be entitled to an additional
$53,635 out of the sale proceeds of the Windermere Property.

15. On August 20, 2007, a representative of nghtnlng indicated that the acreage of the Centennial
Property allocated to it on Exhibit D may be shghtly higher than the 1.4 acres currently allocated to
it. If, upon review of the requisite documents, the percentage ownership is slightly higher (and thus
allocated proceeds and costs) the calculations will be adjusted accordingly before a final distribution
is made. :

Fees Motion

16. Neither Chesterton nor Morriston now object to the approval of the fees and disbursements of the
Receiver and Ogilvy as set out in the Third Report, the affidavit of Karen Cramm sworn August 8,
2007 and the affidavit of Mario Forte sworn August 7, 2007.



Bankruptcy Orders

17.

18.

Representatives of Chester Waxman and Chesterton have now raised concerns with respect to the
making of the bankruptcy order. The Receiver was not aware at the time of the filing of the Third
Report that there were any such concerns from any party since at the time of the Receivership Order
it was generally conceded that the financial circumstances of IWS were such as to warrant the
implementation of an insolvency proceeding.

Attached as Exhibits "F" and "G" respectively, are copies of the current listing of estimated assets of
IWS and known creditors. The list of known creditors includes related party claims of Morris
Waxman and Solid Waste Reclamation totalling $46.4 million and $5.0 million respectively. Robert
Waxman has advised the Receiver that he believes the claims of Morris Waxman and Solid Waste
Reclamation should be significantly reduced. To date there has been no formal claims process to
prove the listed claims. '

Recommendation

19.

Based on the foregoing, the Receiver respectfully recommends that this Hondurable Court make én'_ :
order granting the relief detailed in paragraph 3(c) of the Third Report with the following
amendments:

@) authorizing the Receiver to recover from the Windermere Propérty sale proceeds certain
selling costs totalling $71,427 paid by IWS prior to the issuance of the Receivership Order
~ plus certain post receivership fees and costs totalling $223,500 paid by the Receiver; and

(ii) approving. a distribution to Morriston of $53,635, being the amount owing to Morriston '
taking into account the revised allocation of costs as outlined above.



Dated the 20" day of August, 2007.

RESPECTFULLY SUBMITTED,

Deloitte & Touche Inc.,

_ in its capacity as Receiver of

all of the assets, properties and undertakings of
I. Waxman & Sons Limited

and not in its personal capacity.

A L

Karen Cramm, CA-CIRP, MBA
‘Senior Vice-President



List of Estimated Assets of IWS as at August 20,2007 (Note 1)
Cash on hand in the Receiver’s trust account and in term deposits

Less: proceeds of sale from the Windermere Property
plus accrued interest attributable to
Chesterton Investments Limited and Morriston Investments Limited
(“Morriston”) net of interim distribution to Morriston

Add: . Costs to be recovered by the Recelver on the Wmdermere and
Centennial Properties = :

Less: Estimated income taxes which may be owing on the sale of IWS?
assets and estimated costs of completing the administration
~ of the receivership and pending bankruptcy

Add: Possible recoveries currently in dispute
@) recovery of legal fees paid by IWS on behalf of Chester Waxman

(i) due from nghtmng Distribution Inc.
Total estimated recovery on assets of IWS

Exhibit F

$25.7 million

5.0

.6

$25.8, m11110n

Note 1: The Receiver has almost completed its liquidation of the assets of IWS with some ant1c1pated
minor price adjustments to come with respect to the sale of bins and inventory to American Iron & Metal
Company Ine. In addition, the Receiver has engaged IWS’ former accountants to prepare the 2006
financial statements and 2006 tax return and, once the date of bankruptcy is established, will be
proceeding to prepare the 2007 financial statements and 2007 tax return. Until the tax returns are
completed it is not possible to determine the tax implications arising from recoveries on the assets of

IWS.
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