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ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

BETWEEN: 
 

2624492 ONTARIO INC. 

Applicant 

- and - 

VERTEX PRECISION MANUFACTURING INC., DELLCOM AEROSPACE INC., 
MERCAP HOLDINGS INC., 1527039 ONTARIO LTD., 867822 ONTARIO INC., AERO-

SAFE PROCESSING INC. and AERO-SAFE TECHNOLOGIES INC. 

Respondents 

 
NOTICE OF MOTION 

(returnable March 23, 2018) 

Alvarez & Marsal Canada Inc. (“A&M”), in its capacity as the court-appointed receiver 

and manager (the “Receiver”) of the assets, undertakings and properties (the “Property”) of 

Vertex Precision Manufacturing Inc. (“Vertex”), Dellcom Aerospace Inc. (“Dellcom”), Mercap 

Holdings Inc., 1527039 Ontario Ltd., 867822 Ontario Inc., Aero-Safe Processing Inc., and Aero-

Safe Technologies Inc. (collectively, the “Debtors”), appointed pursuant to the Order of the 

Honourable Justice Hainey dated March 12, 2017 (the “Receivership Order”), will make a motion 

to a judge presiding over the Commercial List on Friday, March 23, 2018, at 10:00 a.m., or as soon 

after that time as the motion can be heard, at 330 University Avenue, Toronto, Ontario. 

THE PROPOSED METHOD OF HEARING: The motion is to be heard orally. 

THE MOTION IS FOR: 

 An order substantially in the form attached hereto as Schedule “A”, inter alia: 

(a) abridging the time for service of this Notice of Motion and Motion Record and 

validating service thereof; 
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(b) approving the Receiver’s First Report to the Court dated March 20, 2018 (“First 

Report”), and the activities of the Receiver described therein; 

(c) approving the sale process described in the schedule to the draft order (the “Sale 

Process”); 

(d) authorizing and directing the Receiver to implement the Sale Process and do all 

such things as are necessary and desirable to conduct and give effect to the Sale 

Process, and to carry out its obligations therein;  

(e) approving the Accommodation Agreement (the “Accommodation Agreement”) 

between the Receiver and Bombardier Inc. (“Bombardier”), and ratifying the 

Receiver’s execution thereof; 

(f) authorizing the Receiver, nunc pro tunc, to include only a redacted version of the 

Accommodation Agreement in the public version of the Receiver’s reports, and 

temporarily sealing it from the public record until further order of the Court; 

(g) amending the Receivership Order and the style of cause in this proceeding, nunc 

pro tunc, such that all references to “1527039 Ontario Inc.” are replaced with 

“1527039 Ontario Ltd.”; and 

 Such further and other relief that the Receiver may request and this Honourable Court may 

consider just. 

THE GROUNDS FOR THE MOTION ARE: 

Background 

 The Debtors are preferred Tier 1 suppliers to leading aerospace original equipment 

manufacturers, including Bombardier; 

 The Debtors’ head office is located at 60 Marycroft Avenue, Vaughan, Ontario, and their 

manufacturing facilities are located in Concord, Ontario and Fort Erie Ontario; 
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 As of February 28, 2018, the Debtors were indebted to Bank of Montreal and Bank of 

Montreal d.b.a BMO Capital Partners (together, the “Bank”) in the total amount of 

$13,664,394.70 (the “Loans”); 

 Pursuant to the Assignment of Loan and Related Documents and Rights dated March 1, 

2018, Core Industrial Finance & Capital, LLC (“Core”) purchased from the Bank and the 

Bank assigned to Core, all of the Bank’s right, title and interest in and to the Loans along 

with the loan documents, guarantees, security, mortgages and other documents executed 

and delivered to the Bank in respect thereof; 

 On Application of 2624492 Ontario Inc., as agent and nominee for Core, this Court granted 

the Receivership Order appointing A&M as Receiver of the Property; 

Sale Process 

 Pursuant to the Receivership Order, the Receiver is authorized to market any or all of the 

Property, including advertising and soliciting offers in respect of the Property or any part 

or parts thereof, and negotiating such terms and conditions of sale as the Receiver in its 

discretion may deem appropriate; 

 The Sale Process proposed by the Receiver will invite prospective purchasers to submit 

bids for all, substantially all or portions of the Property by 5:00 pm (E.D.T.) on the thirtieth 

day after the order approving the Sale Process is granted;  

 The Receiver will make a motion to the Court to obtain approval of the successful bid(s) 

and one or more vesting orders with respect to the asset purchase agreement(s) entered into 

with the ultimate successful bidder(s); 

 The Receiver is of the view that the Sale Process is reasonable and appropriate under the 

circumstances for the reasons detailed in the First Report; 
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Accommodation Agreement 

 Bombardier Inc. is the largest customer of Dellcom; 

 The Receiver and Bombardier have entered into the Accommodation Agreement, subject 

to Court approval, which provides for certain financial and other accommodations to 

Dellcom and the Receiver; 

 These accommodations include a price increase for all parts manufactured for Bombardier, 

substantially shortened payment terms and the payment of all pre-receivership accounts 

receivable without setoff or reduction (subject to certain permissible setoffs);  

 The Receiver recommends approval of the Accommodation Agreement by this Court for 

the reasons detailed in the First Report; 

 The Accommodation Agreement contains commercially sensitive terms, and it is a term of 

the Accommodation Agreement that the Receiver will seek an order from the Court 

redacting such terms if the document is to be filed with the Court; 

 Section 243 of the Bankruptcy and Insolvency Act (Canada); 

 Rules 2.03, 3.02, 16.01 and 37 of the Rules of Civil Procedure (Ontario); and 

 Such further and other grounds as counsel may advise and this Honourable Court may 

permit. 

THE FOLLOWING DOCUMENTARY EVIDENCE WILL BE USED AT THE 
HEARING OF THE MOTION: 

1. The First Report; and 

2. Such further and other material as counsel may advise and this Honourable Court may 

permit. 
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March 20, 2018 CHAITONS LLP 
5000 Yonge Street, 10th Floor 
Toronto, ON  M2N 7E9 

George Benchetrit 
Tel: (416) 218-1141 
Fax: (416) 218-1841 
Email: george@chaitons.com  

Lawyers for Alvarez & Marsal Canada Inc. 

TO: SERVICE LIST  
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Court File No. CV-18-593678-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

THE HONOURABLE       

JUSTICE       

)

)

) 

FRDIAY, THE 23RD   

DAY OF MARCH, 2018

 

B E T W E E N  

2624492 ONTARIO INC. 

Applicant 

- and - 

VERTEX PRECISION MANUFACTURING INC., DELLCOM AEROSPACE INC., 
MERCAP HOLDINGS INC., 1527039 ONTARIO LTD., 867822 ONTARIO INC., AERO-

SAFE PROCESSING INC. and AERO-SAFE TECHNOLOGIES INC. 

Respondents 

ORDER 
(Approval of Sale Process and Accommodation Agreement) 

 

THIS MOTION, made by Alvarez & Marsal Canada Inc., in its capacity as the court 

appointed receiver (the “Receiver”) of the assets, undertakings and properties of Vertex 

Precision Manufacturing Inc., Dellcom Aerospace Inc., Mercap Holdings Inc., 1527039 Ontario 

Ltd., 867822 Ontario Inc., Aero-Safe Processing Inc., and Aero-Safe Technologies Inc., for an 

Order, (a) approving the Sale Process (defined below), (b) approving the Accommodation 

Agreement between the Receiver and Bombardier Inc. (the “Accommodation Agreement”), (c) 

amending the Order of the Honourable Justice Hainey, dated March 12, 2018 (the “Receivership 

Order”) and (d) granting related relief, was heard this day at 330 University Avenue, Toronto, 

Ontario. 
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ON READING the First Report of the Receiver dated March 20, 2018 (the “First 

Report”) and the Supplement to the First Report dated March ●, 2018 (the “Supplement”), and 

on hearing the submissions of counsel for the Receiver, the Applicant, and any other party 

appearing:   

SERVICE 

1. THIS COURT ORDERS that the timing and method of service of the Notice of Motion 

and Motion Record be and are hereby abridged and validated and this motion is properly 

returnable today. 

RECEIVER’S ACTIVITIES AND REPORT 

2. THIS COURT ORDERS that the First Report and the Supplement, and the activities 

and conduct of the Receiver described therein, be and are hereby approved. 

SALE PROCESS 

3. THIS COURT ORDERS that the sale process described in Schedule “A” (the “Sale 

Process”) be and is hereby approved. 

4. THIS COURT ORDERS that the Receiver be and is hereby authorized and directed to 

implement the Sale Process and do all such things as are necessary and desirable to conduct and 

give effect to the Sale Process, and to carry out its obligations therein. 

ACCOMMODATION AGREEMENT 

5. THIS COURT ORDERS that the Accommodation Agreement attached as Appendix 1 

to the Supplement be and is hereby approved, and the Receiver’s execution of the 

Accommodation Agreement be and is hereby ratified. 

SEALING 

6. THIS COURT ORDERS that the Receiver be and is hereby authorized, nunc pro tunc, 

to redact the version of the Accommodation Agreement attached to the public version of the 

Supplement. 
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7. THIS COURT ORDERS that the unredacted Accommodation Agreement be sealed 

from the public record pending further Order of this Honourable Court. 

RECEIVERSHIP ORDER 

8. THIS COURT ORDERS that the Order of the Honourable Justice Hainey, dated March 

12, 2018, and the style of cause in this proceeding be and are hereby amended, nunc pro tunc, 

such that all references to “1527039 Ontario Inc.” are replaced with “1527039 Ontario Ltd”. 

 

       ____________________________________ 
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Schedule “A” - Sale Process 

1. Definitions.  All capitalized terms used but not defined herein shall have the meaning 
ascribed to them in the First Report of the Receiver dated March ●, 2018 (the “First 
Report”). 

2. Advertisement.  Not later than five (5) Business Days after the Sale Process Order is 
granted, the Receiver shall advertise for sale the assets, properties and undertakings of 
the Respondents (the “Assets”) in The Globe and Mail (National Edition), the National 
Post, and such other newspapers and industry publications as may be determined by the 
Receiver. 

3. Due Diligence.  Not later than five (5) Business Days after the Sale Process Order is 
granted, the Receiver shall: (a) identify potential strategic buyers and any other 
prospective purchasers (collectively, the “Prospective Purchasers”); (b) distribute a 
teaser document to all Prospective Purchasers; and (c) set up a data room to facilitate 
Prospective Purchasers’ due diligence that contains available documentation in respect of 
the Assets.  Upon receipt of an executed confidentiality agreement from each Prospective 
Purchaser, the Receiver shall grant such parties access to the data room.   

4. Bid Deadline.  Any offers to purchase any or all of the Assets must be submitted in 
writing to and received by the Receiver at Royal Bank Plaza, South Tower, 200 Bay 
Street, Suite 2900, Toronto ON M5J 2J1, Attention: Michael Stewart, by 5:00pm 
(E.D.T.) on the thirtieth day after the Sale Process Order is granted (the “Bid Deadline”) 
(provided that if such day is not a Business Day, the Bid Deadline shall be the 
immediately following Business Day).  The Receiver shall have the authority to extend 
the Bid Deadline, with the consent of Core.  

5. Bids.  Prospective Purchaser will be asked to submit bids that meet the following criteria: 

(a) it must be received by the Receiver on or before the Bid Deadline; 

(b) the Prospective Purchaser and the representatives thereof who are authorized to 
act on its behalf must be sufficiently identified; 

(c) the offer must be submitted in writing and include a blackline of the offer to the 
form of template made available by the Receiver in the data room, reflecting the 
Prospective Purchaser’s proposed changes; 

(d) the offer must be accompanied by a deposit by way of certified cheque or wire 
transfer, in an amount equal to at least 10% of the aggregate purchase price 
payable under the offer; 

(e) the offer must be open for acceptance by the Receiver until approval by the Court 
of an agreement of purchase and sale in respect of the Assets subject to the offer;   
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(f) the offer must not contain any contingency relating to due diligence or financing 
or any other material conditions precedent to the offeror’s obligation to complete 
the transaction; and 

(g) the offer must be accompanied by written evidence of a commitment for financing 
or other evidence of the Prospective Purchaser’s ability to consummate the 
transaction contemplated by the offer. 

Despite the foregoing, the Receiver (subject to Court approval) may accept any bid that 
doesn’t meet all of these criteria, may accept any bid prior to the Bid Deadline (with the 
consent of Core), and may accept a bid from Core submitted after the Bid Deadline. 

6. Court Approval of the successful bid(s).  The Receiver shall make a motion to the Court 
to obtain approval of the successful bid(s) and one or more approval and vesting orders 
as expeditiously as possible after the Bid Deadline. 

7. Modifications.  Subject to the Sale Process Order, the Receiver shall have the right to 
adopt such other rules for the Sale Process, which, in its sole discretion, will better 
promote the goals of the Sale Process. 
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1.0 INTRODUCTION  

1.1 This report (“First Report”) is filed by Alvarez & Marsal Canada Inc. (“A&M”) in its 

capacity as Court-appointed receiver and receiver and manager (the “Receiver”) of the 

assets, properties and undertakings of Vertex Precision Manufacturing Inc. (“Vertex”), 

Dellcom Aerospace Inc. (“Dellcom”), Mercap Holdings Inc. (“Mercap”), 1527039 

Ontario Ltd. (“152”, incorrectly named in the Appointment Order as 1527039 Ontario 

Inc.), 867822 Ontario Inc. (“867”), Aero-Safe Processing Inc. (“ASP”) and Aero-Safe 

Technologies Inc. (“AST”) (collectively, the “Companies”).  

1.2 Pursuant to an order of the Ontario Superior Court of Justice (Commercial List) (the 

“Court”) made on March 12, 2018 (the “Appointment Order”), A&M was appointed 

Receiver.  A copy of the Appointment Order is attached as Appendix “A”. 

1.3 The primary purpose of this receivership proceeding is to allow the Companies’ 

businesses to continue to operate on a going-concern basis while a Court-supervised sale 

process for the Companies’ businesses and assets (“Sale Process”) is carried out by the 

Receiver in a stabilized environment.  

1.4 The purpose of this First Report is to:  

a) provide background information in respect of the Companies and this receivership 

proceeding (“Proceeding”);  

b) describe the terms of an accommodation agreement agreed upon in principle 

between the Receiver and Bombardier Inc. (“Bombardier”) for, among other 
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things, the supply of goods and payment terms during this Proceeding (the 

“Accommodation Agreement”);  

c) summarize the pre-filing sale and investor solicitation efforts undertaken by the 

Companies and their advisors from September, 2017 to February, 2018;   

d) summarize the proposed Sale Process (defined below) to market the Companies’ 

businesses and assets for sale;  

e) describe the Receiver’s activities since the date of the Appointment Order, being 

March 12, 2018; and  

f) support the Receiver’s motion for an order (the “Proposed Order”), among other 

things: 

i. approving this First Report and the activities of the Receiver described 

herein;  

ii. approving the Sale Process and authorizing and directing the Receiver to 

implement the Sale Process on the basis detailed in Schedule “A” to the 

Proposed Order; and  

iii. approving the Accommodation Agreement, ratifying the Receiver’s 

execution of same, authorizing the Receiver to include only a redacted 

version thereof in the public version of the Receiver’s reports, and 

temporarily sealing it from the public record until further order of the 

Court. 
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2.0 TERMS OF REFERENCE AND DISCLAIMER 

2.1 In preparing this First Report, the Receiver has relied upon unaudited financial 

information, books and records and other documents provided by the Companies, and 

discussion with management (collectively, the “Information”). 

2.2 The Receiver has reviewed the Information for reasonableness, internal consistency and 

use in the context in which it was provided.  However, the Receiver has not audited or 

otherwise attempted to verify the accuracy or completeness of the Information in a 

manner that would wholly or partially comply with Canadian Auditing Standards 

(“CASs”) pursuant to the Chartered Professional Accountants Canada Handbook, and 

accordingly, the Information Officer expresses no opinion or other form of assurance 

contemplated under CASs in respect of the Information.  

2.3 Future oriented financial information referred to in this First Report was prepared based 

on management’s estimates and assumptions.  Readers are cautioned that since 

projections are based upon assumptions about future events and conditions that are not 

ascertainable, the actual results will vary from the projections. Even if the assumptions 

materialize, the variations could be significant.   

2.4 The information contained in this First Report is not intended to be relied upon by any 

investor in any transaction with the Companies.  

2.5 Unless otherwise stated, all monetary amounts contained in this First Report are 

expressed in Canadian dollars. 
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3.0 BACKGROUND  

General Background 

3.1 Dellcom, AST and ASP (collectively, the “OpCos”) are preferred Tier 1 suppliers to 

leading aerospace original equipment manufacturers, including Bombardier.  The OpCos 

consist of two precision machine shops and a finishing shop which manufacture complex 

small and medium-sized custom-made parts and sub-assemblies using various materials 

including titanium, aluminum, Inconel and stainless steel.  

3.2 Dellcom, one of the two machine shops, operates out of leased manufacturing facilities 

located at 301 Millway Avenue, Concord, Ontario.  As at the date of the Appointment 

Order, Dellcom had approximately 70 employees.  

3.3 AST, the second of the two machine shops, operates out of owned manufacturing 

facilities located at 1767 Petit Road, Fort Erie, Ontario (the “Petit Road Property”) and 

had approximately 40 employees as at the date of the Appointment Order.  

3.4 ASP, the finishing shop which specializes in protective chemical finishing and plating for 

the parts manufactured by Dellcom, AST and various unrelated parties, operates out of 

owned facilities located at 1360 Commerce Parkway, Fort Erie, Ontario (the “Commerce 

Parkway Property”).  As at the date of the Appointment Order, ASP had approximately 

25 employees.  

3.5 867 is the registered owner of the Petit Road Property and 152 is the registered owner of 

the Commerce Parkway Property.  Neither 867 nor 152 carries on any other business or 

has any employees.  
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3.6 Vertex holds 100% of the shares of AST, ASP, Dellcom, 152 and 867 and operates out of 

a leased office located at 60 Marycroft Avenue, Unit 2, Vaughan, Ontario (the “Head 

Office”).   As at the date of the Appointment Order, Vertex had approximately 12 

employees.  

3.7 Mercap is the parent company of the group and holds 100% of the shares of Vertex. 

3.8 A copy of the Companies’ corporate organization chart is attached as Appendix “B”.  

3.9 All of the Companies are incorporated under the laws of the Province of Ontario.  

The Senior Lender  

3.10 Core Industrial Finance & Capital, LLC (“Core Industrial”) is the senior secured lender 

of the Companies pursuant to an assignment of all debt and security previously held by 

Bank of Montreal (“BMO”) and BMO Capital Partners (“BMO Capital”, and together 

with BMO, the “Bank”).  

3.11 Each of BMO and BMO Capital extended separate credit facilities (the “Loans”) to 

Dellcom and Vertex (together, the “Borrowers”). 

3.12 The indebtedness of each of the Borrowers to the Bank was guaranteed by the other 

Borrower and each of Mercap, AST, ASP, 152 and 867 (collectively, the “Guarantors”). 

3.13 As security for their obligations to the Bank, each of the Borrowers and the Guarantors 

executed and delivered security agreements to the Bank pursuant to which they granted a 

security interest over all of their property. 
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3.14 As at close of business on February 28, 2018, the total indebtedness of the Borrowers to 

the Bank amounted to approximately $13,664,394.70.  

3.15 Pursuant to an Assignment of Loan and Related Documents and Rights dated March 1, 

2018 (the “Assignment”), Core Industrial purchased from the Bank and the Bank 

assigned to Core Industrial, all of the Bank’s right, title and interest in and to the Loans 

along with the loan, guarantee, security and mortgage documents executed and delivered 

to the Bank in respect thereof.  

3.16 The Receiver has obtained an opinion from its legal counsel that the security interests 

held by Core Industrial are valid and enforceable, subject to customary assumptions and 

qualifications. 

Other Secured Creditors 

3.17 Siriot Holdings Inc., Faviz Holdings Ltd. and Comparin Holdings Inc. (together, the 

“Dellcom Vendors”) have registered PPSA financing statements against Dellcom.  The 

Bank and the Dellcom Vendors entered into a Subordination Agreement dated December 

24, 2012 (the “Dellcom Subordination”), pursuant to which all indebtedness of Dellcom 

to the Dellcom Vendors and all security held by the Dellcom Vendors in respect of such 

indebtedness was subordinated to the indebtedness of Dellcom to the Bank and the 

security held by the Bank in respect of such indebtedness.  Pursuant to the Assignment, 

all right, title and interest of the Bank in and to the Dellcom Subordination was assigned 

to Core Industrial.  
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3.18 Margaret Rodway (“Rodway”) has registered a PPSA financing statement against each 

of ASP and AST and has a registered mortgage/charge against each of the Commerce 

Parkway Property and the Petit Road Property.   

3.19 Rodway and the Bank entered into a Subordination Agreement, dated May 21, 2015 (the 

“Vertex Subordination”) pursuant to which all indebtedness of Vertex, ASP, AST, 152 

and 867 (the “Rodway Obligors”) to Rodway and all security held by Rodway in respect 

of such indebtedness was subordinated to the indebtedness of the Rodway Obligors to the 

Bank and the security held by the Bank in respect of such indebtedness.  Pursuant to the 

Assignment, all right, title and interest of the Bank in and to the Vertex Subordination 

was assigned to Core Industrial.  

3.20 The Companies lease equipment from the following parties, each of which has registered 

financing statements against one or more of the Companies: Elliott-Matsura Canada Inc., 

Element Financial Corporation, Stonebridge Lease Financing Corporation, GE Canada 

Leasing Services Company, General Electric Canada Equipment Finance GP, CIT 

Financial Ltd., and RCAP Leasing Inc.  The application materials in this Proceeding and 

a copy of the Receivership Order were mailed to each of these parties on March 13, 2018.  

Unsecured Creditors and Other Information 

3.21 According to the Companies’ books and records, as at March 10, 2018, the Company’s 

unsecured obligations totaled approximately $7 million, collectively.  

3.22 Additional background information concerning the Companies, their indebtedness and 

the security for same is provided in the affidavit of Mark Heisler sworn March 9, 2018 
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filed in connection with the application in respect of this Proceeding (the “Heisler 

Affidavit”).  

3.23 The Heisler Affidavit and other information regarding this Proceeding can be found on 

the Monitor’s website at http://www.alvarezandmarsal.com/vertexpm (the “Website”). 

4.0 FUNDING OF THIS PROCEEDING 

4.1 To the extent required, the Appointment Order authorizes the Receiver to borrow up to 

$1 million pursuant to Receiver’s Certificates.  These advances, if any, would be granted 

a charge on the assets of the Companies subject only to the Receiver’s Charge (as defined 

in the Appointment Order).  As at the date of this First Report, the Receiver has not 

required any borrowings as the cash on deposit in the Companies’ bank accounts as at the 

date of the Appointment Order (approximately $648,000 and US$198,000) has been and, 

together with anticipated collections from operations, including collections resulting from 

the provisions of the Accommodation Agreement should this Court approve it, is 

anticipated to continue to be sufficient to fund the Companies’ normal course operations 

until the completion of the Sale Process.  The Receiver is currently in the process of 

developing a 13-week cash flow projection which is expected to be discussed in the 

Receiver’s next report.  

5.0 ACCOMMODATION AGREEMENT  

5.1 The largest customer of Dellcom is Bombardier.  The Receiver understands that 

historically, Bombardier has accounted for approximately 65% to 70% of Dellcom’s 
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revenue.  The supply of goods by Dellcom to Bombardier is governed by the “Contract 

for the Procurement of Fabricated Metal Parts” dated November 1, 2016 between the two 

parties (the “Supply Contract”).    

5.2 After extensive negotiations between Bombardier and the Receiver following the date of 

the Appointment Order, during which input was obtained from Core Industrial and from 

Dellcom management, Bombardier and the Receiver have agreed in principle to the terms 

of the Accommodation Agreement which amends the current supply and payment terms 

and which will supersede those of the Supply Contract during this Proceeding.  As at the 

date of issuance of this Report, the Accommodation Agreement has not been signed.  The 

Receiver intends to serve and file a supplement to this Report when the Accommodation 

Agreement has been signed which will include a summary of the agreement and the 

reasons for the Receiver’s recommendation that it be approved by the Court. 

6.0 PRE-FILING MARKETING PROCESS  

6.1 The Receiver understands based on its discussions with the Companies’ management and 

discussions with FTI Capital Advisors – Canada ULC (“FTI”) that in September 2017, 

the Companies engaged FTI to review their strategic and financial alternatives, including 

a potential sale of the businesses, or debt or equity financing.   

6.2 In respect of the Companies’ and FTI’s efforts prior to the date of the Receiver’s 

appointment to canvass the market (the “Pre-Filing Marketing Process”), the Receiver 

understands that over 300 potentially interested parties identified by FTI were contacted 
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in respect of the opportunity to purchase or finance the Companies’ businesses.   Those 

parties contacted by FTI did not include potential strategic buyers.  

6.3 The Receiver understands that during the Pre-Filing Marketing Process, at least five 

parties contacted the Companies or FTI either as a result of FTI’s efforts or on an 

unsolicited basis to express an interest in the opportunity and to do some degree of 

diligence in respect of the Companies, including attending meetings with management.   

6.4 Notwithstanding the extensive canvassing by FTI of going concern sale or financing 

opportunities, no viable transaction acceptable to the senior lenders to refinance, 

restructure or sell the Companies’ business or assets resulted from those efforts.  

7.0 SALE PROCESS  

7.1 A copy of the proposed Sale Process is attached as Schedule “A” to the Proposed Order.  

Capitalized terms not otherwise defined in this section are used as defined in the Sale 

Process.  

7.2 A summary of the Sale Process is as follows:   

 Not later than five (5) business days after the making of the Proposed Order, the 

Receiver would distribute an interest solicitation letter detailing this opportunity 

to Prospective Purchasers, including certain potential strategic buyers that were 

not contacted by FTI in the pre-filing sale efforts due to the competitive nature of 

their relationship with the Companies.  The Receiver’s Prospective Purchaser 

listing also includes a number of parties who have contacted the Receiver on an 
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unsolicited basis since its appointment.  Given the broad canvassing of the 

potential private equity investors undertaken by FTI, the Receiver intends to focus 

its efforts on strategic buyers and liquidators, with a limited number of private 

equity parties being contacted;  

 A form of confidentiality agreement (“CA”) will be included with the interest 

solicitation letter.  Upon execution of the CA, Prospective Purchasers will be 

provided with the opportunity to commence diligence, including reviewing 

information in an online data room (the “Data Room”) established and 

maintained by the Receiver; 

 The Receiver will facilitate diligence efforts by, among other things, arranging 

site visits, plant tours and meetings between key employees and/or key customers 

and interested parties, provided that such meetings are supervised by the Receiver 

and the Receiver is of the view that such prospective purchasers are bona fide, in 

the Receiver’s discretion; 

 Prospective Purchasers will have access to a form of offer that will be made 

available in the Data Room and will be requested to submit offers together with a 

blackline version reflecting the Prospective Purchaser’s proposed changes in 

comparison to the Receiver’s form of offer;   

 Offers will be required to be submitted to the Receiver by 5:00 pm (E.D.T.) on 

April 23, 2018, being the thirtieth day after the Proposed Order is granted (the 

“Bid Deadline”);  
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 Bids will be required to, among other things: (i) be accompanied by a cash 

(certified cheque or wire transfer) deposit in an amount equal to 10% of the 

aggregate purchase price payable under the offer, and (ii) be accompanied by 

written evidence of a commitment for financing or other evidence of the 

Prospective Purchaser’s ability to consummate the transaction contemplated by 

the offer; 

 Offers must not contain any conditions relating to due diligence or financing or 

any other material conditions precedent to the offeror’s obligation to complete the 

transaction;  

 The Receiver would have the authority to accept any bid (subject to Court 

approval) (i) that does not meet the criteria set out in the Sale Process, (ii) prior to 

the Bid Deadline, or (iii) submitted by Core Industrial after the Bid Deadline;  

 The Receiver will have the right to adopt such other rules for the Sale Process as 

it considers appropriate. 

 The Receiver will make a motion to the Court to obtain approval of the successful 

bid(s) and one or more vesting orders with respect to the asset purchase 

agreement(s) entered into with the ultimate successful bidder(s).  

7.3 Core Industrial has indicated to the Receiver that it may submit a credit bid for some or 

all of its debt in respect of some or all of the Companies’ assets. 

7.4 The Receiver recommends that the Court issue the Proposed Order approving the Sale 

Process for the following reasons:  
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a) It is the Receiver’s view that the Sale Process is commercially reasonable;  

b) The Receiver is of the view that the information expected to be made available in 

the Data Room, together with information that is available in the public domain, 

will be sufficient for an interested party to make an informed decision and to 

prepare a bid in respect of this opportunity.  In addition, the Companies’ senior 

management will be available to meet with interested parties throughout the Sale 

Process, as required; 

c) It is the Receiver’s view that the Sale Process, while expedited, is sufficient to 

allow interested parties to perform diligence and submit offers.  Many of the 

parties that will be contacted by the Receiver during the Sale Process are familiar 

with this opportunity given their operational history or history as a competitor of 

the Companies and should not require a prolonged diligence period to determine 

whether they would like to submit an offer;  

d)  An expedited process is required for the following reasons:  

i. The company will likely generate operating losses during this Proceeding;  

ii. The goods that the Companies produce are highly customized and have a 

lengthy production lead time.  Accordingly, customers require certainty of 

the Companies’ continued ability to meet their orders.  There is urgency to 

complete a transaction in order to preserve the Companies’ customer base 

and skilled machinists, both of which are key assets of the Companies;  
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e) The Receiver does not have access to sufficient funding to support a prolonged 

Sale Process and absent additional funding, the Companies would cease 

operating; and  

f) Core Industrial, as the Companies’ senior secured lender and possibly the only 

stakeholder with an economic interest in the Sale Process, has consented to the 

Sale Process, including the timeline. 

8.0 THE RECEIVER’S ACTIVITIES   

8.1 As discussed above, prior to the Assignment, and prior to this Proceeding, the Bank was 

the Companies’ senior secured lender.  Pursuant to an engagement letter dated June 20, 

2017, A&M was engaged by the Bank as a consultant to review, report and make 

recommendations to the Bank in respect of the Companies’ financial reporting, 

forecasting and financing needs and, where necessary, in respect of the businesses, assets, 

affairs and operations of the Companies.   

8.2 In addition to the activities of the Receiver described above, the Receiver’s activities 

have included the following:   

 reviewing and commenting on Court materials filed in the context of the motion 

to appoint the Receiver;  

 carrying out the Receiver’s duties and responsibilities in accordance with the 

Appointment Order, including securing the real property and overseeing the 
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Companies’ operations during the period since the date of the Appointment 

Order;  

 opening receivership bank accounts, transferring funds from the Companies’ bank 

accounts and controlling receipts and disbursements;  

 dealing with employee related issues, including convening employee meetings at 

the Companies’ premises immediately following its appointment, discussing with 

the employees the terms of their ongoing employment with the Companies, and 

terminating eight employees in positions that are no longer required by the 

Companies; 

 communicating with the Companies’ third-party payroll service provider to 

ensure the continued payment and reporting of the Companies’ weekly payroll;   

 attending at the Companies’ premises on a daily basis;  

 preparing a plan to assist in communications with key stakeholders in this 

Proceeding including the Companies’ employees, customers and suppliers; 

 liaising and consulting with Core Industrial in respect of the operations of the 

Companies since the date of the Appointment Order;    

 participating in extensive negotiations in respect of the Accommodation 

Agreement;  

 communicating with legal counsel to the Receiver on matters related to this 

Proceeding generally;  
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 establishing a website for this Proceeding and posting copies of materials filed in 

this Proceeding on that website in accordance with the “E-Service Protocol”;  

 liaising with the Companies’ and the Receiver’s insurance broker to arrange for 

continued coverage for the Property and for the Receiver;  

 arranging for the Companies’ accounting records to be updated through the date 

of the Receiver’s appointment;  

 drafting this report and reviewing and commenting on motion materials in respect 

of this motion; and  

 addressing all other matters pertaining to the administration of this Proceeding.  

9.0 CONCLUSIONS AND RECOMMENDATIONS  

9.1 Based on the foregoing, the Receiver respectfully recommends that the Court make an 

order granting the relief sought in the Receiver’s Notice of Motion and detailed in 

Section 1.4 of this First Report.   

***** 
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All of which is respectfully submitted, 

Alvarez & Marsal Canada Inc., in its capacity 
as Receiver of Vertex Precision Manufacturing Inc., Dellcom Aerospace Inc.,  
Mercap Holdings Inc., 1527039 Ontario Ltd., 867822 Ontario Inc.,  
Aero-Safe Processing Inc., and Aero-Safe Technologies Inc.  

 

 

________________________________________ 

Per:  Michael G. Stewart, Senior Vice-President 
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