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Introduction 

1. By Order of this Honourable Court dated March 26, 2007 (the “Receivership Order”), Deloitte & 

Touche Inc. was appointed receiver (the “Receiver”) of all the assets, undertakings and properties of  

I. Waxman & Sons Limited (“IWS” or the “Company”) pursuant to sections 207 and 248 of the 

Business Corporations Act (Ontario) and section 101 of the Courts of Justice Act (Ontario). Attached 

hereto as Exhibit A is a copy of the Receivership Order. 

Purpose of Report 

2. This report is the Receiver’s first report (the “First Report”) to the Ontario Superior Court of Justice 

[Commercial List] (the “Court”). 

3. The purpose of this First Report, is to: 

i. Report on the activities of the Receiver since its appointment on March 26, 2007; 

ii. Advise the Court of the sales process being conducted by the Receiver for the sale of certain 

assets of IWS, including certain real estate owned by Chester and Morris Waxman through their 

respective holding companies (the “Sales Process”); 

iii. Advise the Court of claims being made by certain unsecured creditors arising from the role of 

Deloitte & Touche Inc. as Monitor pursuant to an Order issued by the Honourable Mr. Justice 

Farley on May 4, 2004 (the “Monitor Order”); 

iv. Seek the approval of the Court to dispose of marketable securities, consisting of publicly traded 

shares and trust units (the “Marketable Securities”); 

v. Seek advice and directions from the Court to make available sufficient funds from the property of 

the Company to satisfy certain creditor claims of former employees of IWS consisting of wages 

and vacation pay owing as at March 26, 2007 (the “Employee Creditor Claims”) and an Order 

directing that, except with respect to amounts owing to certain Executives (as defined below) 

such Employee Creditor Claims shall be paid net of statutory deductions and certain immaterial 

amounts for employee garnishees; 

vi. Seek the approval of the Court to remit the statutory deductions to the Receiver General of 

Canada and the garnished amounts to the appropriate third parties; 

vii. Seek  advice and directions from the Court to make available sufficient funds from the property 

of the Company to satisfy the Employee Creditor Claims of the Executives and the approval of 

the Court to hold those amounts due to the Executives (as defined below) in trust pending the 

resolution of certain matters as described below and further Order of this Court; and 

viii. Seek the approval of the activities of the Receiver as set out in the First Report. 
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Receiver’s Activities to Date 

4. The operations of IWS ceased as of March 26, 2007 and all employees were terminated as a result of 

the Receivership Order. Immediately following its appointment, the Receiver attended at the head 

office of IWS in Hamilton, Ontario to take possession and secure the assets of IWS located therein 

which included the following: 

• Meeting with the employees of IWS to advise of the receivership proceedings and the termination 

of their employment by the Receivership Order and to request an immediate cessation of the 

carrying on of operations; 

• Arranging for the changing of locks to the Company’s premises; 

• Taking possession of the books and records of IWS; 

• Requesting that the bank accounts and investments of IWS be frozen and opening new bank 

accounts; 

• Arranging for security on week nights and throughout the weekends; 

• Arranging for the continuation of insurance; 

• Arranging for the continuation of utilities; 

• Entering into contracts with twelve (12) former employees to assist the Receiver in its 

administration including the updating of accounting records and sales process; 

• Conducting a physical count of equipment and bins located at the premises of IWS and at rented 

premises belonging to the Hamilton Port Authority; 

• Working with the contractors to estimate the net tonnage of scrap inventory by type located at the 

premises of IWS and at a third party location in London, Ontario. 

• Receiving and reviewing 30-day goods claims from suppliers; 

• Identifying third parties in possession of IWS assets, primarily scrap and waste bins (the “Bins”) 

and contacting these third parties to make arrangements to either return these Bins or confirm that 

the Bins remain in their possession subject to the Receiver’s direction; 

• Sending to all creditors on record the Notice and Statement of Receiver required under 

Section 245 (1) of the Bankruptcy and Insolvency Act; and 

• Completing a computer back-up of all the Company’s electronic records. 

5. The Receiver met with Chester Waxman on March 26th and 27th at the Company’s premises to 

review with him the Receiver’s powers and responsibilities pursuant to the Receivership Order and to 

get his input with respect to various matters related to the receivership proceedings including the 

pending sale process and names of prospective purchasers for the assets of IWS. Subsequently, the 

Receiver obtained input from Morris Waxman who represents approximately 94% of currently 

identified unsecured debt as at the date of the Receivership Order. 
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6. To keep creditors and all other stakeholders informed of the receivership proceedings, the 

Receivership Order and other general information have been posted on the Receiver’s website at 

www.deloitte.ca under Insolvency and Restructuring. The Receiver has also established a toll-free 

telephone number (1-866-643-9916) in order to respond to inquiries. 

7. It is the intention of the Receiver to seek the input of Morris Waxman on key matters throughout the 

receivership proceedings given his substantial creditor claim. This input is obtained through Mr. 

Waxman’s legal counsel and his son, Michael Waxman. 

8. Based on a review of the Company’s records and a physical count of inventory, the Receiver has 

identified the following assets of the Company to be liquidated by the Receiver: 

I. Waxman & Sons Limited 

Estimated Book Value of Assets on hand as at March 26, 2007 (Notes 1, 2 and 3) 

(000's)

Cash in Bank Accounts of IWS 7,654$          

Cash Held in Trust by Ogilvy Renault 9,750            

Marketable Securities 1,964            

Accounts Receivable 4,931            

Inventory 600               

Prepaid Expenses 87                 

Due from Lighting Distribution 144               

Fixed Assets (Equipment, office furniture and Bins) 1,762            

26,892$         

Note 1: Book value is based on the Company’s internal financial statements prepared by management of IWS as at 
February 28, 2007 or based upon actual information available as at March 26, 2007. The Marketable 
Securities are at gross market value as at April 10, 2007. 

Note 2: Cash in Bank Accounts of IWS is subject to a garnishee served on CIBC by the Ministry of Finance and a 
reserve of the bank to cover certain matters. The Receiver is investigating these matters. 

Note 3: The amount due from Lighting Distribution is in dispute and may be significantly higher than $144,000. 

9. The Receiver’s receipts and disbursements from March 26, 2007 to April 11, 2007 are as follows: 

Deloitte & Touche Inc.,  

Receiver of I. Waxman & Sons Limited 

Statement of Receipts & Disbursements  

March 26, 2007 to April 11, 2007 

(000's)

Receipts

Collection of accounts receivable 1,555,507$      

Disbursements

Official Receiver's fees 70                    

Changing of locks 428                  

Rent, Hamilton Port Authority 4,800               

Contract consultants 15,514             

Repairs and maintenance 687                  

Legal fees - Miller Thomson, legal counsel for the Monitor 9,115               

Office supplies 100                  

GST/PST 900                  

31,614$           

Cash on hand in the Receiver's account 1,523,893$       
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Marketable Securities 

10. At the date of the Receivership Order, IWS owned certain Marketable Securities held by CIBC 

Wood Gundy. These Marketable Securities and their estimated market values as at April 10, 2007 

are as follows: 

I. Waxman & Sons Limited 

Marketable Securities 

Marketable Securities Symbol Units

Est. Market Value

As at April 10, 2007

Russel Metals RUS-T 62,800 1,791,056$                  

Versacold Income Fund ICE.UN.-T 10,000 100,500                       

Global Strategy Master LP LPV.UN-T 2,325 837                              

Superior Plus Income Fund SPF.UN-T 5,500 71,775                         

Gross market value 1,964,168$                   

11. With the approval of the Court, it is the Receiver’s intention to request CIBC Wood Gundy, within 

five business days of the Court’s approval, to sell the Marketable Securities at their then current 

market price. The Receiver estimates that the gross proceeds to be realized upon the sale of all 

Marketable Securities should be approximately $1.9 million, subject to actual market prices and 

selling costs. Upon completion of the sale of these Marketable Securities, the amounts will be 

deposited into the Receiver’s trust account. 

Employee Creditor Claims 

12. Paragraph 18 of the Receivership Order provided that, upon the making of the Order, all employees 

of the Company were terminated. This employee group, consisting of twenty-six (26) executive, 

salary and hourly employees (the “Employee Group”), had unpaid salaries, wages and vacation pay 

owing as at March 26, 2007. A summary of the Employee Group’s claim as creditors for gross 

outstanding salaries, wages and vacation pay is as follows: 

I. Waxman & Sons Limited 

Employee Creditor Claims 

Employee Group

No. of Employees 

per Group

Salaries / Wages 

Outstanding

Vacation Pay 

Outstanding

Total Wages and 

Vacation Pay

Chester, Warren and       

Gary Waxman
  3 25,000.00$                    -$                           25,000.00$             

Wayne Linton and     

Sheldon Kumer
  2 9,692.31                        36,346.16                   46,038.47               

Salary   8 8,576.55                        22,996.69                   31,573.24               

Hourly 13 11,826.46                      11,948.45                   23,774.91               

Total 26 55,095.32$                    71,291.30$                 126,386.62$           

As at March 26, 2007
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13. Certain of these former employees have entered into consulting contracts with the Receiver to assist 

with the updating of accounting records, the collection of accounts receivable and the identifying, 

counting and sale of the Company’s assets. Their assistance is critical to the Receiver maximizing 

the realizable value of the Company’s assets. The Receiver is not authorized to carry on the business 

of the Company.  These former employees have been engaged solely as independent 

contractors/consultants for the purposes of the liquidation. 

14. These former employees were agreeable to assisting the Receiver on the understanding the Receiver 

would seek the approval of the Court to pay the Employee Creditor Claims with respect to all former 

employees who were not paid their final pay cheque.  

15. The total wages and vacation pay owing in respect of the Employee Creditor Claims is $126,386.62 

and is comprised of three components: 

i. Chester Waxman, Warren Waxman, Gary Waxman, totalling $25,000.00;1  

ii. The amount payable to Wayne Linton and Sheldon Kumer totalling $46,038.47; and 

iii. The amount payable to twenty-one (21) salary and hourly employees totalling $55,348.15. 

16. For the purposes of this Report, Wayne Linton, Sheldon Kumer, Chester Waxman and Warren 

Waxman are referred to as the “Executives”.   

17. The Receiver is seeking the approval of the Court to make available, upon receipt of the Court’s 

approval, the amount of  $55,348.15 plus $8,654.35 for Gary Waxman related to the creditor claims 

of the salary and hourly employees, less a deduction for statutory payroll deductions and certain 

immaterial amounts for employee garnishees. The Receiver is seeking the further approval of the 

Court to remit amounts in respect of these statutory payroll withholdings to the Receiver General of 

Canada and to remit the garnishees to the appropriate third parties. 

18. The Receiver is aware that the Executives (among others) are respondents in an oppression action 

that was commenced by Morris Waxman.  Morris Waxman has taken the position that pending the 

outcome of that action, he may have a claim with respect to the amounts owed to the Executives.  

Morris Waxman has also advised the Receiver that he would oppose any immediate distribution to 

Chester Waxman and/or Warren Waxman in respect to wage arrears and/or vacation pay on the basis 

that each of them owes the Company significant amounts in respect to legal fees.  In light of that 

claim, with respect to the amounts due to the Executives, the Receiver is seeking the Court’s 

approval to hold these funds in trust, pending the resolution of these matters.   

19. This Receiver believes that these payments are justified on the basis that (a) there is no secured 

creditor with comprehensive security over the Company's assets and certain of these payments, 

including outstanding vacation pay, constitute a deemed trust outside of a bankruptcy; (b) wage 

arrears enjoy a preference under the Bankruptcy and Insolvency Act (Canada) and; (c) such 

                                                      

1 Chester Waxman, Warren Waxman and Gary Waxman receive a combined salary and are owed collectively $25,000.  The Receiver has reviewed the historical 

division of funds among the three (3) of them and proposes to allocate funds for the purposes of this motion on that basis. 
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payments will help to ensure the ongoing cooperation and assistance with those former employees 

who have agreed to assist with the liquidation. 

20. The Receiver has received the concurrence of Morris Waxman, the largest unsecured creditor, to pay 

these wage and vacation pay claims in the manner described above. 

Marketing and Sales Process 

21. On September 1, 2005, Deloitte & Touche Corporate Finance Canada Inc. was appointed as 

Marketing Agent (“Marketing Agent”) pursuant to an order of The Honourable Mr. Justice Farley, to 

identify a potential purchaser for the operating assets of IWS on a going concern basis. The 

Marketing Agent developed a Confidential Information Memorandum (“CIM”) that was presented to 

a number of potential purchasers including; Strategic (companies in the same or similar business of 

IWS), Financial (private equity and institutional) and Environmental (non-scrap). 

22. The Marketing Agent used third party business directories, various financial databases, industry 

membership directories and practitioner’s contacts as a basis for identifying one hundred and thirty 

seven (137) potential purchasers. Of these potential purchasers, the Marketing Agent sent twenty-one 

(21) potential purchasers a copy of the CIM which ultimately resulted in the identification of one (1) 

strategic purchaser. The Marketing Agent advised the Court that the one (1) identified purchaser 

provided no greater return than a liquidation value. 

23. The Marketing Agent concluded in its Fourth Report to the Court dated February 27, 2007 

(“Marketing Agent’s Fourth Report”) that the sales process had not resulted in producing a purchaser 

that ascribed a value above liquidation value and recommended a liquidation of IWS and sale of IWS 

assets as follows: 

i. The sale of the real estate (the “Windermere Property”) directly to a potential purchaser or 

through a real estate brokerage;  

ii. The sale of the operating assets to a qualified appraisal firm; and 

iii. The appointment of a receiver to collect all trade accounts, sell inventory, pay secured and other 

liabilities and to monitor the overall process. 

24. Paragraph 8(c) of the Receivership Order empowered and authorized the Receiver to implement 

these recommendations contained in the Marketing Agent’s Fourth Report. The real estate 

referenced above is not owned by IWS, but by Chester Waxman and Morris Waxman (through their 

respective holding companies). 

25. The Receiver has discussed the Marketing Agent’s recommendation with both Chester Waxman and 

Morris Waxman, and both agreed that, due to the diligent and exhaustive process pursued by the 

Marketing Agent over an eighteen (18) month period, the best course of action is to pursue an 

expedited sales process to liquidate the Company’s assets.   Morris Waxman is content to include the 

Windermere Property in the sales process, as it was specifically included in their previous sales 
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process conducted by the Marketing Agent.  We have not received a reply from Chester Waxman 

confirming his agreement to include the real estate.  The Receiver is of the view that it is both 

commercially reasonable and expeditious to take advantage of the sale process in order to realize the 

best value from the sale of the Windermere Property and minimize the cost of a further process. 

26. Accordingly, the Receiver has initiated the following sales process with respect to inventory, Bins, 

capital assets and office furniture and equipment: 

i. Preparing a tender package listing the assets for sale by parcel, describing the sales process and 

setting out the terms and condition of sale. A copy of the Tender package is attached as Exhibit 

B. 

ii. Sending the tender package to potential purchasers identified by the Marketing Agent, parties 

that have already approached the Receiver, Chester Waxman and Morris Waxman as being 

serious prospects;  

iii. Arranging for site visits so prospective purchasers can view the assets being offered for sale. 

27. The terms and condition of sale provide for a deadline of Tuesday, May 8, 2007 at 5:00 p.m. (EDT) 

for receipt of offers. It is hoped that Court approval of a sale transaction can be achieved by May 22, 

2007 along with a closing shortly thereafter, or as may be agreed upon by the parties. 

Trade Creditors 

28. Since the issuance of the Receivership Order, certain creditors, mainly scrap steel suppliers (“Scrap 

Suppliers”) who supplied IWS with scrap inventory up to and including the date of the receivership, 

have contacted the Receiver to advise that the Receiver’s actions of freezing the Company’s bank 

accounts, resulting in outstanding cheques being returned, has caused them significant hardship. 

These Scrap Suppliers advised that they should be entitled to be paid for those amounts owing to 

them as at March 26, 2007 due to the fact that the cheques had been signed by Deloitte & Touche 

Inc. in its capacity as monitor of I. Waxman & Sons Limited (the “Monitor”). Pursuant to the 

Monitor Order, the Monitor had been monitoring the receipts and disbursements of IWS and, as 

required by the Monitor Order, co-signing all IWS cheques thereby indicating that the payment 

signified by the cheque appropriately arose in the course of the operations of IWS. The Monitor 

Order provided that at no time was the Monitor vested with the ownership, occupation, control, 

possession or management of IWS. The Monitor has advised that at no time did they have direct 

dealings with any of IWS suppliers or enter into any agreements with respect to payment of invoices. 

This would have been clearly beyond the scope and purpose of the Monitor Order. 

29. The following analysis provides a comparison, on a summary basis, of amounts due to trade, scrap 

and waste suppliers as at February 28, 2007, a day prior to the filing of the motion to appoint a 

Receiver of IWS to the date the Receiver was appointed, March 26, 2007. The total owing to 

suppliers in aggregate decreased by approximately $40,000 from February 28, 2007 to March 26, 

2007. 
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I. Waxman & Sons Limited 

Analysis of amounts owing to Trade, Scrap and Waste Suppliers 

28-Feb-07 26-Mar-07 Net Change

I. Trade suppliers

Trade - Canadian 221,799$            218,500$          (3,299)$            

Trade - US (converted to CDN) 12,564                26,356              13,792             

 Total Trade 234,363              244,856            10,493             

II. Scrap suppliers

Scrap - Canadian 1,294,010           1,187,087         (106,923)          

Scrap - US (converted to CDN) 192,310              313,389            121,079           

 Total Scrap 1,486,321           1,500,476         14,156             

III. Waste suppliers

Waste - Canadian 192,047              134,000            (58,047)            

Waste - US (converted to CDN) 16,814                10,294              (6,519)              

 Total Waste 208,861              144,294            (64,567)            

Total 1,929,545$         1,889,626$       (39,919)$           

30. With respect to Scrap Suppliers specifically, the aggregate balance owing to these suppliers 

increased by approximately $14,000 from February 28, 2007 to Mach 26, 2007; however, when 

Scrap Suppliers set-offs against accounts receivable owing to IWS and/or security deposits paid by 

IWS to these Scrap Suppliers prior to March 26, 2007 are applied to the amount owing to Scrap 

Suppliers, the total owing to Scrap Suppliers in aggregate has decreased by approximately $82,000 

since February 28, 2007 as illustrated below. 

I. Waxman & Sons Limited 

Scrap Suppliers – Amounts Owing Adjusted for Set-offs and Deposits 

Scrap Suppliers - Restated for Set-offs 28-Feb-07 26-Mar-07 Net Change

Total 1,486,321$         1,500,476$       14,156$           

Less: Set-offs

   Accounts receivable (111,429)             (256,164)          (144,735)          

   Security deposits made by IWS (140,000)             (91,000)            49,000             

1,234,892$         1,153,312$       (81,579)$           

31. The Receiver has also received eleven (11) 30-day goods claims (“30 Day Claims”) in relation to 

scrap inventory sold to IWS by the Scrap Suppliers prior to March 26, 2007. The following is a 

summary of these eleven (11) claimants and the approximate value of their 30 Day Claim. 
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I. Waxman & Sons Limited 

30 Day Claims Summary 

No. Supplier - 30 Day Goods Claimant

Potential Estimated Value of 30 Day 

Claim as at March 26, 2007

(Under Review)

1 Cherrymill Iron & Metal Ltd. $41,000

2 Attar Metals Inc. 75,800

3 Alternative Resources Management 13,900

4 Ben-Met Sheet & Metal Inc. 23,800

5 Odds Enterprises Inc. 5,500

6 Moffatt Scrap Iron & Metal inc. 26,100

7 Grizzly Enterprises 10,000

8 N.I.M. Disposals Limited 35,400

9 El-Met Parts -

10 Stark Iron & Metal Inc. 12,200

11 Halton Regional Recycling -

$243,700  

32. The Receiver is currently reviewing all documentation provided to determine if the claimed 

inventory is in the possession of the Receiver and if the claims can be properly supported as 30 Day 

Claims. If the claims are determined to be valid, the Receiver will advise the supplier and make 

arrangements for the return of inventory. To the extent these claims are valid, the balance owing to 

Scrap Suppliers in aggregate would be further reduced as at March 26, 2007. In a number of specific 

instances, the balance owing by IWS to certain Scrap Suppliers increased from February 28, 2007 to 

March 26, 2007. 

33. Two of the Scrap Suppliers with increased balances, Stark Iron & Metal Co. and Waxman Recycling 

Industries Limited have taken the position that the Monitor was effectively managing the business 

and have made demands on the Monitor and Receiver for a return of product or payment of either the 

outstanding balance owing or cheques returned NSF. 

34. The Receiver has advised these two suppliers, as well as other suppliers, that they are entitled to file 

30 day goods claims; otherwise, the balance owing ranks as an unsecured claim against IWS and 

entitled to share on a pro-rata basis in the distribution to unsecured creditors arising from the 

liquidation of the Company’s assets. 

35. The Receiver is bringing this matter to the Court’s attention at this time for background information. 

Conclusion 

36. The Receiver respectfully requests that this Honourable Court grant an order which provides for the 

relief as outlined previously in this First Report. 
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Dated the 19th day of April, 2007. 

 

RESPECTFULLY SUBMITTED, 

 

___________________________________ 

Karen Cramm, CA·CIRP, MBA 

Senior Vice-President 

Deloitte & Touche Inc., 

in its capacity as Receiver of  

all of the assets, undertakings and properties of 

I. Waxman & Sons Limited 

and not in its personal capacity. 
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