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Introduction

1. Pursuant to a bankruptcy order made on September 4, 2007, I. Waxman & Sons Limited (“IWS” or
the “Company”) was declared bankrupt and Deloitte & Touche Inc. was appointed as trustee in
bankruptcy (the “Trustee”) in the Company’s estate.

2. The report of Deloitte & Touche Inc., in its capacity as Trustee of IWS, has been prepared as a
supplement to the Second Report dated December 4, 2007 (the “Second Report”). This supplement
is hereafter referred to as the “Supplemental Second Report”.

3. Capitalized terms used herein and not otherwise defined have the meaning given to them in the
Second Report.

Purpose of Report

4. The purpose of the Supplemental Second Report is to:

(a) Update the Ontario Superior Court of Justice (the “Court”) as to claims submitted since the
date of the Second Report, including new claims by Chester Waxman (“Chester”’) and CHW
Holdings Inc. (“CHW”), a company wholly owned by Chester; and

(b) update the Court as to the impact of these claims on the potential recovery to the Morris
Waxman claim (“MW Claim”) and the claims of other creditors.

Claims against the Company

5. A summary of the claims filed as at December 12, 2007 is as follows:

Secured Unsecured Total
Trade Claims $1,013  $6,519,241  $6,520,254
Employee Claims 0 1,671,749 1,671,749
Tax Authority Claims 1,316,922 292,941 1,609,863
Related Party Claims 8,762,609 61,677,725 70,440,334
Total $10,080,544 $70,161,656 $80,242.200

6. To date, the Trustee has received claims from approximately 47% of the creditors that were listed on
the Statement of Affairs.

7. The increase in claims since the Second Report is attributed to (a) an increase in the Canada Revenue
Agency (“CRA”) claim; (b) additional claims from Chester and CHW; and (b) additional trade claims.

The Trustee is still in the early stages of examining these additional claims. However, a preliminary
summary of the claims is set out in the following paragraphs.



CRA Claims

8.

CRA has submitted an amended claim for GST. The claim was increased by $24,785 since the date of
the Second Report.

Chester Waxman Family Claims

9.

10.

11.

12.

13.

As of the date of the Second Report, Chester had filed a proof of claim for $1,954,807.34 plus
compound interest in respect of certain shareholder loans allegedly made by him to the Company.

On December 11 and 12, 2007, the Trustee received a proof of claim from CHW and an amended
claim from Chester the amounts of which are set out below;

Secured Unsecured Total
CHW Holdings Inc. $8,762,609 $0  $8,762,609
Chester - Severance pay 0 900,000 900,000
Chester - Damages (work
related illness) 0 5,000,000 5,000,000
Total $8,762,609  $5,900,000 $14,662,609

The CHW claim was filed on a secured basis. The Trustee has been advised by Chester or a
representative of Chester that CHW’s secured claim of $8,762,609 now replaces Chester’s initial
unsecured claim of $1,954,807.34 plus compound interest. The Trustee has been advised by Chester
or a representative of Chester that CHW’s claim relates to the amount owing to Chester and
Chesterton Investments Limited (“Chesterton”) pursuant to a debenture agreement in favour of
CHW.

The Trustee has been advised by Chester or a representative of Chester that his claim for personal
damages in the amount of $5,000,000 relates to his diagnosis in March 2006 of malignant pleural
mesothelioma, a cancer of the lining of the lungs. Chester or a representative of Chester advised that
the sole cause of pleural mesothelioma was exposure to asbestos as a result of his employment with
IWS.

The Trustee has neither allowed nor disallowed any of Chester’s claims at this time as these claims
will need to be reviewed by the Trustee and its legal counsel. However, on a very preliminary basis,
the Trustee notes that a search in the Ontario personal property registry against the Company does not
reveal any PPSA registrations filed by CHW.

Trade Claims

14. The Trustee has received additional proofs of claims for trade claims totalling $76,397.

15.

The Trustee expects to continue to receive further claims on an infrequent basis.

Recovery on Claims

16. The MW Claim still constitutes a significant percentage of the overall unsecured claims filed in the

Company’s estate and its determination will continue to have a significant impact on the return to all



other creditors in the Company’s estate. However, taking into account the updated claims filed to
date, in particular the secured claim of CHW and additional claims of Chester, there is the potential
that Morris could receive nothing in the event his claim is subordinated to other creditors.

17. The determination of the status of the MW Claim will have a significant impact on the return to all

other creditors in the Company’s estate and furthermore, its determination has the potential to provide
no return to Morris.

18. Based on the claims filed as at December 12, 2007, the Trustee currently estimates that potential
unsecured claims now total $75.3 million: the MW Claim represents 62% of this amount (whereas at
the time of the Second Report, the MW Claim represented 65% of the overall unsecured claims).
Assuming funds in the amount of $29.7 million' are available for distribution, Morris would be
eligible to receive approximately $12.2 million if the MW Claim is determined to rank pari passu or
$.26 per $1.00.

19. If the MW Claim is found to be subordinate to the claims of the other unsecured creditors in the IWS
estate, and all secured and unsecured claims filed to date are accepted, there would be insufficient
funds to pay all unsecured claims in full. The Trustee estimates that in this scenario unsecured
creditors, excluding Morris, would receive 69% of their claim and Morris would receive no
distribution. It is important to note that this analysis is subject to change as the claims process is
finalized and notices of disallowance and appeals are processed.

Dated the 13" day of December, 2007.
RESPECTFULLY SUBMITTED,

Deloitte & Touche Inc.,

In its capacity as trustee in bankruptcy of
the estate of I. Waxman & Sons Limited
and not in its personal capacity

Paul van Eyk, CA-CIRP, CA'IFA

Senior Vice-President

! This amount assumes that the $4 million currently in the possession of the Receiver is included in this distribution.
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