Court File No.: 20-00647824-00CL

HEMATITE GROUP

FOURTH REPORT OF KPMG INC.,
IN ITS CAPACITY AS MONITOR

DECEMBER 17, 2020



TABLE OF CONTENTS

l. INTRODUCTION ..ot 1
I[1.  PURPOSE OF REPORT ....ooiiiiiii e 3
I, TERMS OF REFERENCE ........cooiiiii e 4
IV.  THE COMPANY’S ACTIVITIES......cooi e 3)
V.  ACTIVITIES OF THE MONITOR......cciiiiiiieiec s 6
VI. UPDATE ON THE CLAIMS PROCEDURE...........cccoiiiiiiie e 8
VII. BACKGROUND ON THE PLAN ..ot 12
VI THE MEETING ... 13
IX. MONITOR’S RECOMMENDATION ON SANCTIONING THE

PLAN e 16
X.  IMPLEMENTATION OF THE PLAN AND TERMINATION OF

THE CCAA PROCEEDINGS. ..o 17
Xl.  CASH FLOW FOR THE PERIOD NOVEMBER 7, 2020 TO

DECEMBER 11, 2020 .......ooiiiiieiec s 20
XIl. REQUEST FOR APPROVAL OF FEES AND DISBURSEMENTS......... 22
XHI. MONITOR’S CONCLUSION .....coiiiiiiiiiiiee e 23
LIST OF APPENDICES

APPENDIX “A” — Meeting Order

APPENDIX “B” — Third Report of the Monitor

APPENDIX “C” — Addendum to the Third Report of the Monitor

APPENDIX “D” — Excerpt of the Sales Representation Agreement

APPENDIX “E” — Notice of Meeting and Sanction Hearing Globe & Mail Publication

APPENDIX “F” — Minutes of the Meeting

APPENDIX “G” — The Plan

APPENDIX “H” — Affidavit of Tim Montgomery sworn on December 16, 2020

APPENDIX “I” — Affidavit of David Cohen sworn on December 16, 2020



Court File No.: 20-00647824-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C.1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
HEMATITE HOLDINGS INC., HEMATITE MANUFACTURING INC,,
HEMATITE INDUSTRIAL PRODUCTS INC., CANADIAN PAVACO INC,,
PAVACO HOLDINGS U.S. INC., HEMATITE, INC. AND
HEMATITE AUTOMOTIVE PRODUCTS INC.

(collectively the “Hematite Group”™)

FOURTH REPORT OF KPMG INC.
In its capacity as Monitor of the Applicants

December 17, 2020



INTRODUCTION

On September 18, 2020 (the “Filing Date”), Hematite Holdings Inc. (“Hematite
Holdings™) and the other Applicants (together, the “Hematite Group”, the “Company”
or the “Applicants”) were granted relief under the Companies’ Creditors Arrangement
Act, R.S.C. 1985, c. C-36, as amended (the “CCAA”) by Order (the “Initial Order”) of
the Ontario Superior Court of Justice (Commercial List) (the “Court”). The relief granted
under the Initial Order included: a stay of proceedings in favour of the Applicants and a
limited stay of proceedings in favour of their affiliate Hematite R.E. 1, Inc. for cross-
defaults, from September 18, 2020 until September 28, 2020 (the “Stay Period”); the
appointment of KPMG Inc. as Monitor (“KPMG” or the “Monitor”); and other related
relief. The Applicants’ CCAA proceedings are referred to herein as the “CCAA

Proceedings”.

On September 28, 2020, the Hematite Group was granted additional relief under the CCAA
by Order (the “Amended and Restated Initial Order”) of the Court. The relief granted
under the Amended and Restated Initial Order included, among other items, an extension
of the Stay Period to November 27, 2020 and an increase in the maximum borrowings
permitted under the DIP Loan Agreement and secured under the DIP Lender’s Charge to
$6.0 million (each as defined in the Amended and Restated Initial Order).

In support of the Amended and Restated Initial Order, KPMG in its capacity as Monitor,
filed a report with the Court dated September 25, 2020 (the “First Report”).

On September 23, 2020, the United States Bankruptcy Court for the District of Delaware
(the “U.S. Court”) issued an Order, among other things, provisionally recognizing the
CCAA Proceedings as “foreign main proceedings” and provisionally recognizing and
enforcing the Initial Order in the United States pursuant to Chapter 15 of Title 11 of the
United States Code (the “Bankruptcy Code”) (being the “Chapter 15 Proceedings™). On
October 1, 2020, the U.S. Court issued an Order, among other things, provisionally
recognizing and enforcing the Amended and Restated Initial Order in the United States.



10.

11.

12.

On October 13, 2020, the Court granted an Order (the “Claims Procedure Order”)
approving the Claims Procedure (as defined herein), including the establishment of a
claims bar date for creditors to file proofs of claim in the CCAA Proceedings.

In support of the Claims Procedure Order, KPMG in its capacity as Monitor, filed a report
with the Court dated October 9, 2020 (the “Second Report”).

On October 15, 2020, the U.S. Court issued a final order, among other things, recognizing
the CCAA Proceedings as “foreign main proceedings” and enforcing the Amended and
Restated Initial Order in the United States.

On November 18, 2020, the Court granted an Order (the “Meeting Order”), which relief
provided for the acceptance of the filing with the Court of the Plan. The Meeting Order
also included relief authorizing and directing the Applicants to call, hold and conduct the
Meeting to vote on the Plan, and setting a date for the Sanction Hearing. A copy the

Meeting Order is attached hereto as Appendix “A”.

On November 18, 2020, the Court granted an Order (the “Flow-Through Payments
Order”), authorizing the Applicants to continue certain flow-through payment
arrangements involving OEM customers and tooling suppliers, including the payment of

certain pre-filing amounts owing to tooling suppliers.

On November 18, 2020, the Court granted an Order (the “Continuation of Equipment
Payments Order”), authorizing the Applicants to pay pre-filing amounts owing to lessors

or secured creditors in certain circumstances.

In support of the Meeting Order, the Flow-Through Payments Order, and the Continuation
of Equipment Payments Order, KPMG in its capacity as Monitor, filed a report with the
Court dated November 16, 2020 (the “Third Report”), a copy of which, excluding
appendices, is attached hereto as Appendix “B”.

On December 2, 2020, the U.S. Court granted an Order, among other things, recognizing

and enforcing the Claims Procedure Order and the Meeting Order in the United States.



13.

PURPOSE OF REPORT

The purpose of this report (the “Fourth Report”) is to provide information to this

Honourable Court pertaining to:

(a)
(b)
(©)

(d)
(e)
(f)

(9)
(h)

the Company’s activities since the date of the Third Report;
the activities of the Monitor since the date of the Third Report;

the Company’s reported receipts and disbursements for the period from November
7, 2020 to December 11, 2020, including a comparison of reported to forecast

results;
an update regarding the Claims Procedure;
the Meeting convened on December 11, 2020, pursuant to the Meeting Order;

the bases for the Monitor’s recommendation that the Plan be sanctioned by the

Court;
the implementation of the Plan and termination of the CCAA Proceedings; and
the Company’s request for an order (the “Sanction Order”), inter alia;

Q) authorizing the Monitor, in its discretion, to accept the Additional Late
Claims (defined herein) and review the Additional Late Claims in

accordance with the Claims Procedure Order;

(i) declaring that the Meeting was duly convened, held and conducted in
conformity with the CCAA, the Meeting Order and all other Orders of the
Court in these CCAA proceedings;

(iii)  sanctioning the Plan;

(iv)  authorizing the Applicants and the Monitor to implement the Plan;



14.

15.

(V) approving the Unresolved Claims Reserve in the amount of $2.5 million

and the Administration Reserve in the amount of $0.2 million;

(vi)  terminating the Administration Charge and the Directors’ Charge, and

providing certain relief regarding the DIP Lender’s Charge;
(vii) approving the activities of the Applicants and the Monitor; and

(viit) approving the accounts of the Monitor and its counsel, Gowling WLG
(Canada) LLP (*Gowlings”) for the period from September 4, 2020 to

November 30, 2020 inclusive.
TERMS OF REFERENCE

The Fourth Report should be read in conjunction with the Affidavit of Jacques Nadeau
sworn on December 15, 2020 (the “December Nadeau Affidavit™) filed by the Applicants
in support of the motion returnable on December 18, 2020 (the “December 18 Motion”),
as certain information contained in the December Nadeau Affidavit has not been included

herein in order to avoid unnecessary duplication.

In preparing this Fourth Report, the Monitor has relied solely on information and
documents provided by the Applicants and their advisors, including unaudited financial
information, books and records (the “Books and Records”) and financial information
prepared by the Applicants and discussions with management (“Management”)
(collectively, the “Information”). In accordance with industry practice, except as
otherwise described in this Third Report, KPMG has reviewed the Information for
reasonableness, internal consistency and use in the context in which it was provided.
However, the Monitor 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
Generally Accepted Auditing Standards (“GAAS”) pursuant to the Chartered Professional
Accountants of Canada Handbook and, accordingly, the Monitor expresses no opinion or

other form of assurance contemplated under GAAS in respect of the Information.
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17.

18.

19.

20.

Future orientated financial information contained in any Cash Flow Forecast or other
statement is based on the Applicants’ estimates and assumptions regarding future events.
Actual results will vary from the information presented even if the hypothetical
assumptions occur, and variations may be material. Accordingly, the Monitor expresses

no assurance as to whether any Cash Flow Forecast or other projection will be achieved.

Unless otherwise stated, all monetary amounts noted herein are expressed in Canadian
dollars.

Words and phrases not otherwise defined in this Fourth Report shall have the meaning

ascribed to them in the December Nadeau Affidavit.

Copies of the Monitor’s prior reports, this Fourth Report, and all motion records and Orders
in the CCAA Proceedings and the Chapter 15 Proceedings will be made available on the

Monitor’s  website at  http://www.home.kpmag/ca/en/home/services/advisory/deal-

advisory/creditorlinks/hematite-group.html (the “Monitor’s Website). The Monitor has

also established a toll-free phone number and an email that are referenced on the Monitor’s
website so that parties may contact the Monitor if they have questions with respect to the
CCAA Proceedings.

THE COMPANY’S ACTIVITIES
The Company’s activities, since the date of the Third Report, have included:

@) continuing to operate and manage the business in the ordinary course in accordance
with the Amended and Restated Initial Order;

(b) managing cash flow and making payments in accordance with the Amended and
Restated Initial Order, the Flow-Through Payments Order and the Continuation of

Equipment Payments Order;

(©) requesting and obtaining advances under the DIP Facility;


http://www.home.kpmg/ca/en/home/services/advisory/deal-advisory/creditorlinks/hematite-group.html
http://www.home.kpmg/ca/en/home/services/advisory/deal-advisory/creditorlinks/hematite-group.html

21.

(d)

(€)

()

(9)

(h)

(i)

reporting cash receipts and disbursements, and variances to the Cash Flow Forecast,
to the Monitor and Woodbridge Foam Corporation (the “Plan Sponsor”), in its
capacity as lender under the DIP Facility (the “DIP Lender”);

meeting and communicating with the Hematite Group’s employees regarding the
CCAA Proceedings;

communicating with the Hematite Group’s creditors, customers, key suppliers and
other stakeholders on various matters in connection with the CCAA Proceedings;

continuing its efforts, which are nearly complete, to finalize definitive
documentation with BDC Capital Inc. (“BDC”) with respect to the arrangements
made prior to the commencement of the CCAA Proceedings whereby BDC would
agree to forbear from enforcing its rights and, effective upon implementation of the
Plan, will amend its credit agreement to convert its debt into a post-restructuring

facility;

advancing the Claims Procedure in accordance with the procedures and timelines
as set out in the Claims Procedure Order; and

preparing court materials, together with its counsel, the Monitor, and the Monitor’s

counsel, in respect of the Sanction Order and the December 18 Motion.

ACTIVITIES OF THE MONITOR

Since the date of the Third Report, the activities of the Monitor have included:

(@)

(b)

maintaining the Monitor’s Website, where all court materials and other relevant
documents pertaining to the CCAA Proceedings and Chapter 15 Proceedings are

available in electronic form;

responding to enquiries from creditors and other stakeholders in respect of the
CCAA Proceedings;



(©)

(d)

(€)

()

(9)

(h)

(i)

()

(k)

monitoring the Company’s cash flow and variances to the Cash Flow Forecast,
including assisting the Hematite Group with its reporting to the DIP Lender
pursuant to the DIP Loan Agreement;

attending at Court via videoconference for hearing of the Applicants’ motions in
respect of the Meeting Order, the Flow-Through Payment Order, and the
Continuation of Equipment Payments Order;

reviewing and logging proofs of claim filed and corresponding with Claimants, and
the Applicants and their advisors in respect of same and the Claims Procedure

generally;

sending Notices of Revision or Disallowance, pursuant to the Claims Procedure
Order (as discussed later in this Fourth Report);

communicating extensively with Management and the Applicants’ legal counsel
regarding, among other things, the Claims Procedure, liquidity matters, operations,

the Plan, the Meeting, and the CCAA Proceedings generally;

communicating with the Monitor’s counsel, Gowlings, on various matters in
respect of the CCAA Proceedings, including but not limited to administration of
the Claims Procedure, liquidity matters, discussions with key stakeholders, the

Plan, and the Meeting;

reviewing various materials filed in support of the Sanction Order and the
December 18 Motion;

conducting the Meeting in accordance with the Meeting Order, as detailed further

herein; and

preparing this Fourth Report.
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UPDATE ON THE CLAIMS PROCEDURE

Background

22,

23.

24,

As noted in the Third Report, the claims procedure was established pursuant to the Claims
Procedure Order (the “Claims Procedure”) to facilitate the identification, quantification
and resolution of certain Claims of creditors of the Applicants and their respective directors

and officers, including:

@) Pre-Filing Claims (including D&O Claims other than D&O Restructuring Claims);

and

(b) Restructuring Claims (including D&O Restructuring Claims) (each as defined in

the Claims Procedure Order).

Pursuant to the Claims Procedure Order, the claims bar date was 5:00 p.m. (Toronto Time)
on November 9, 2020 with respect to the filing of any Pre-Filing Claims and D&O Claims
(other than Restructuring Claims and D&O Restructuring Claims) (the “Pre-Filing Claims
Bar Date”).

Also pursuant to the Claims Procedure Order, a claims bar date in respect of Restructuring

Claims (the “Restructuring Claims Bar Date”) was set as the later of:
@) the Pre-Filing Claims Bar Date; and

(b) the date that is 21 days after the date on which the Monitor sends a Claims Package
with respect to a Restructuring Claim.

Restructuring Claims

25.

As noted in the Third Report, seven (7) agreement disclaimers were sent by the Company
pursuant to section 32 of the CCAA. The last of these disclaimers was sent on November
16, 2020. The Monitor understands that the Applicants do not intend to disclaim any

further agreements.



26.

The Monitor has received a total of one (1) Restructuring Claim in connection with the
agreement disclaimers noted above. Based on the timing of the disclaimers sent by the
Company, the Monitor does not anticipate receiving any additional Restructuring Claims,

as the latest Restructuring Claims Bar Date was December 7, 2020.

Late Claims

27.

28.

29.

30.

As at the date of the Third Report, the Monitor had received four (4) Pre-Filing Claims
after the Pre-Filing Claims Bar Date (the “Late Claims™). The Claims Procedure Order
did not grant the Monitor discretion to extend the Pre-Filing Claims Bar Date to admit these

Late Claims, or to extend the Restructuring Claims Bar Date.

Pursuant to the Meeting Order, the Monitor was authorized, in its discretion, to accept the
Late Claims, which Late Claims have been reviewed by the Monitor in accordance with

the Claims Procedure Order.

Since the date of the Third Report, and as of the date of this Fourth Report, the Monitor
has received an additional ten (10) Pre-Filing Claims in the amount of approximately $5.78
million in aggregate (the “Additional Late Claims”). Five (5) of the Additional Late
Claims representing approximately $5.6 million in value were filed prior to the Meeting,
which Claims were detailed in the Addendum to the Third Report, which was distributed
to Claimants with Affected Claims in advance of the Meeting and a copy of which is
attached hereto as Appendix “C”. Five (5) of the Additional Late Claims representing
approximately $0.1 million in value were received after the Meeting.

The Monitor is of the view that it is appropriate to admit these Additional Late Claims into
the Claims Procedure for review and adjudication considering that: (i) the Claimants have
each provided a reasonable basis for late filing; and (ii) the Applicants and the Plan Sponsor
are also supportive of admitting these Additional Late Claims into the Claims Procedure.

Adjudication of Claims

31.

Also, as at the date of this Fourth Report, the Monitor has provisionally adjudicated the

Claims as follows:
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33.

ADJUDICATION OF CLAIMS COUNT VALUE

Allowed® 145  $25,089,141
In dispute 2 1,917,348
Disallowed 23 18,742,264
Unresolved 36 8,627,402
Total @ 175 $54,376,155

@ Figures include Unsecured Pre-Filing Claims and Secured Pre-
Filing Claims, the latter of which are Unaffected Claims pursuant
to the Plan.

@ Count column does not foot as a result of Claims that were
partially allowed and partially disallowed.

The Monitor has reviewed all Proofs of Claim filed, in consultation with the Applicants
(and in the case of a D&O Claim, in consultation with the applicable Director or Officer),
and has accepted, revised, or disallowed the amount of each Claim for voting and/or
distribution purposes and has delivered to the Claimant a Notice of Revision or
Disallowance, substantially in the form attached as a schedule to the Claims Procedure
Order.

The Monitor has received two (2) Notices of Dispute as at the date of this Fourth Report.
These Notices of Dispute were filed on behalf of The Stewart Company (“Stewart”) and

Everworks Inc.

Stewart Claim

34.

On November 6, 2020, the Applicants, with the consent of the Monitor, disclaimed the
Sales Representation Agreement entered into February 1, 2020 between Pavaco Plastics
Inc. (which was subsequently amalgamated into Hematite Manufacturing Inc. (“Hematite
Manufacturing)) and Stewart (the “Stewart Agreement”). Section 11 of the Stewart
Agreement provides that if Hematite Manufacturing elects to terminate the Stewart
Agreement, Stewart may be entitled to liquidated damages in the amount of sales
commissions for a period of two (2) years following the termination (the “Liquidated
Damages”). An excerpt of the Sales Representation Agreement is attached hereto as

Appendix “D”.

10



35.

36.

37.

38.

Stewart filed a Proof of Claim asserting a Pre-Filing Claim in the amount of $193,476.45
for amounts owing as of the Filing Date and a Restructuring Claim in the amount of $1.32.
Stewart asserted that the Liquidated Damages are not a Restructuring Claim and cannot be

compromised under the Plan as the forecasted commissions have yet to be earned.

The Monitor issued a Notice of Revision or Disallowance (“NORD”) increasing the
amount of the Pre-Filing Claim to $211,091.30 (as the amount claimed by Stewart only
included commissions payable to August 31, 2020) and the amount of the Restructuring
Claim to $1,893,761.54 (representing the Liquidated Damages).

Stewart filed a Notice of Dispute decreasing its asserted Restructuring Claim to $0 and
asserting a post-filing claim in the amount of $1,893,761.54 (representing the Liquidated
Damages). The Claims Procedure Order only called for Pre-Filing Claims and

Restructuring Claims, not post-filing claims.

The Monitor continues to be of the view that the Liquidated Damages are properly
characterized as a Restructuring Claim, in the same manner as all other claims arising from
contract disclaimers. The Monitor has sought an urgent hearing before the Court to

determine the Stewart claims.

CRA Claim

39.

Canada Revenue Agency (“CRA”) has filed a “placeholder” claim for $0 (the “CRA
Claim”) in respect of certain pre-filing amounts owing (primarily HST) and has advised
that it will amend its claim as required, following the completion of an audit of the Hematite
Group. The CRA Claim was considered by the Monitor and the Applicants when

quantifying the Unresolved Claims Reserve (as detailed below).

Unresolved Claims Reserve

40.

As of the date of this Fourth Report, there are approximately 36 claims representing
approximately $8.6 million in value of Unresolved Claims (as defined in the Plan). In
addition to the disputed claims discussed above, the remainder of the Unresolved Claims

relate to Claims for which the Monitor has reviewed and issued a NORD in accordance

11
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42.

VII.

43.

44,

with the Claims Procedure Order, and for which the 10-day period that the Claimant has to
formally dispute the NORD has yet to lapse.

Pursuant to the Sanction Order, the Applicants are seeking approval from the Court of a
reserve fund in the amount of up to $2.5 million (the “Unresolved Claims Reserve”).
Pursuant to the Plan, the Hematite Group will set aside or deliver to the Monitor the
Unresolved Claims Reserve to be held as a reserve, from which distributions required by
the Plan in respect of Unresolved Claims will be made if such Unresolved Claims (or parts
thereof) are determined to be Proven Claims in accordance with the Claims Procedure
Order.

The proposed amount of the Unresolved Claims Reserve has been agreed to by the Monitor,
the Applicants, and the Plan Sponsor. The Sanction Order provides that the amount of the
Unresolved Claims Reserve may be reduced with the agreement of the Monitor, the
Applicants and the Plan Sponsor prior to the Plan Implementation Date, such as by certain

Unresolved Claims becoming Proven Claims.
BACKGROUND ON THE PLAN
As noted in the Third Report, the principal purposes of the Plan are to:

@) complete a restructuring of the Applicants that sees the Hematite Group continue

as a going concern;

(b) provide for the compromise of all Affected Claims and distributions to Affected
Creditors from the Creditor Distribution Pool (as defined in the Plan); and

() implement the acquisition of Hematite Holdings and Hematite Industrial by the

Plan Sponsor (and/or one or more affiliates).

The Third Report summarized, among other things, the results of the Claims Process

pursuant to the Claims Procedure Order and the key terms and conditions of the Plan,

including the classification and treatment of creditors, releases and conditions precedent.

The Third Report also included the bases for the Monitor’s recommendation to the

Hematite Group’s creditors to vote in favour of the Plan. In order to avoid duplication, the
12
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VIII.

contents of the Third Report have not been repeated herein. A copy of the Third Report,

excluding appendices, is attached hereto as Appendix “B”.

The Plan is also summarized in the December Nadeau Affidavit.

THE MEETING

Notice to Creditors of the Meeting

46.

In accordance with the Meeting Order, the Monitor:

(a)

(b)

sent, with the assistance of Womble Bond Dickinson (US) LLP, being US counsel
to the Hematite Group, on November 20, 2020 and November 25, 2020, a copy of
(i) the Information Statement (which attaches the Plan as an exhibit), (ii) the Notice
of Meeting and Sanction Hearing, and (iii) the Proxy and Election Notice
(collectively, the “Meeting Materials™), as well as the Meeting Order and the Third
Report (without appendices) (collectively with the Meeting Materials, the

“Meeting Information Package”) to:

Q) all Affected Creditors with Affected Claims in respect of which a Proof of
Claim had been filed in a proper and timely manner in accordance with the
Claims Procedure Order and that was not barred pursuant to the Claims

Procedure Order;

(i) the parties listed on the Consolidated List Required Pursuant to Rule
1007(a)(4) of the Federal Rules of Bankruptcy Procedure filed on
September 24, 2020 with the United States Bankruptcy court for the District

of Delaware (the “Consolidated List”); and
(iii)  the service list maintained by the Monitor in these CCAA Proceedings.

posted a copy of the Meeting Materials, as well as the Meeting Order to the
Monitor’s Website; and

13
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48.

(©) published on November 25, 2020, an abridged version of the Notice of Meeting and
Sanction Hearing in The Globe and Mail (National Edition). A copy of the
publication is attached hereto as Appendix “E”.

Pursuant to the Meeting Order, the Monitor was required to publish a notice of the Meeting
in the USA Today (National Edition). A notice of the Meeting was not published in the
USA Today (National Edition) due to an oversight on the part of the Monitor.

The Monitor and the Applicants are of the view that this oversight did not result in U.S.
creditors of the Hematite Group being prejudiced as (i) the Meeting Materials were sent to
all creditors on the Consolidated List, regardless of whether such creditor had filed a proof
of claim in accordance with the Claims Procedure Order; and (ii) a notice was previously
published in the USA Today (National Edition) with respect to the Claims Procedure which

provided a link to the Monitor’s Website where the Meeting Materials are posted.

Procedure at the Meeting

49.

50.

51.

52.

53.

The Plan provides for one class of creditors to consider and vote on the Plan, namely, the
Affected Creditors. The Meeting Order authorized and approved the classification of

creditors for voting on the Plan, which was approved in the Meeting Order.

The Meeting was convened in accordance with the Meting Order and the Plan on December
11, 2020 at 11:00 a.m. [Toronto time]. The Meeting was held by videoconference due to
the COVID-19 pandemic. Affected Creditors were also able to participate in the Meeting
by telephone.

In accordance with the Meeting Order, Katherine Forbes, a Senior Vice President of
KPMG, acted as Chair of the Meeting. Representatives of the Monitor acted as secretary

and scrutineer, respectively, at the Meeting.
A copy of the minutes of the Meeting is attached hereto as Appendix “F”.

A copy of the Plan was distributed to participants prior to the Meeting in accordance with
the Meeting Order and made publicly available on the Monitor’s Website. A copy of the
Plan is attached hereto as Appendix “G”.

14



Voting Results

54.

55.

56.

57.

58.

Pursuant to the Meeting Order, the Monitor separately tabulated the votes of the Voting
Claims and the Unresolved Claims at the Meeting. Further, the Monitor separately
tabulated the votes of the Additional Late Claims.

As at the date of the Meeting, there were approximately 39 Unresolved Claims representing
$12.2 million in value. The significant balance of Unresolved Claims are primarily a result
of Claims for which the Monitor had issued a NORD to the claimant in advance of the
Meeting, however the 10-day period for which the claimant had to dispute the NORD had
yet to lapse. As at the date of this Fourth Report, there are approximately 36 Unresolved

Claims and Additional Late Claims representing $8.6 million in value.

As of the date of this Fourth Report and as noted herein, the Monitor has received two (2)
Notices of Dispute. Both Claimants who filed Notices of Dispute voted in favour of the

Plan.

The Plan also addresses the claims of Convenience Creditors, who are deemed to vote in
favour of the Plan. Convenience Creditors are those creditors with Affected Claims that,
in the aggregate: (i) are less than or equal to $10,000; or (ii) exceed $10,000 but elect to

value their claims at $10,000 for distribution purposes under the Plan.

The voting results of the Meeting are as follows:

15



59.

60.

61.

62.

Accordingly, the Required Majorities (majority in number representing two-thirds in
value) of Affected Creditors voted in favour of the Resolution to approve the Plan. Further,
given the results of the voting, taking the Unresolved Claims and the Additional Late

Claims into account would not affect the outcome of the Meeting.

Approximately 75% of Claimants representing approximately 94% of Affected Claims
known at the time of the Meeting voted on the Plan.

The Company has advised the Monitor that, if the Plan is sanctioned by the Court, it intends

to implement the Plan as expeditiously as possible.
MONITOR’S RECOMMENDATION ON SANCTIONING THE PLAN
The Monitor is recommending that the Court sanction the Plan for the following reasons:

@ the only class of creditors under the Plan, and as approved by the Court in the
Meeting Order, being Affected Creditors, voted overwhelmingly in favour of the

Resolution to approve the Plan;

(b) the Plan complies with the CCAA, including that there are no claims being
compromised under the Plan which are prohibited from being compromised under
the CCAA;

16



(©)

(d)

()

(f)

(@)
(h)

(i)
()

the Plan is anticipated to allow the Hematite Group to continue as a going concern,
preserving jobs for its employees, a supply channel for customers, and a sales
channel for suppliers;

the Plan is the product of extensive negotiations between the Hematite Group and

the Plan Sponsor, with the assistance of the Monitor;

the Plan provides for some recovery for Affected Creditors and, as set out in the
Third Report, the Liquidation Analysis indicates that, in a liquidation scenario, no

recovery for Affected Creditors would be anticipated;

the Plan is a balance of the interests of the Company, the Plan Sponsor, and the
Company’s stakeholders. Given, among other things, the treatment of the
Unaffected Claims and the Excluded Claims, even in the unlikely event of
recoveries to unsecured creditors in a liquidation scenario, these would be
distributed pro rata to a significantly higher amount of claims in aggregate than the

amount of Affected Claims expected under the Plan;
the classification of creditors in the Plan is fair and reasonable;

the Plan contemplates the payment of the priority amounts as required pursuant to
subsections 6(3), (5) and (6) of the CCAA;

the Plan has a reasonable prospect of being implemented; and

in the Monitor’s view, the Plan is fair and reasonable.

X. IMPLEMENTATION OF THE PLAN AND TERMINATION OF THE CCAA
PROCEEDINGS

Implementation of the Plan

63.  As set out in the Plan, the Plan Implementation Date will be the date upon which the

conditions precedent to plan implementation have been satisfied or waived and the

Hematite Group, in consultation with the Monitor, has determined to implement the Plan.

17



Upon the occurrence of the Effective Time (being such time on the Plan Implementation
Date as the Hematite Group and the Plan Sponsor may determine), the Plan requires the
Monitor to serve upon the Service List and post on the Monitor’s Website a certificate
confirming that the Plan Implementation Date has occurred (the “Monitor’s Plan
Implementation Certificate™) and will file such certificate with the Court. The proposed
Sanction Order provides for the delivery of the Monitor’s Plan Implementation Certificate,
in substantially the form as attached to the proposed Sanction Order as Schedule “B”, in

satisfaction of this requirement.

Approval of the Unresolved Claims Reserve

64.

As set out in the Plan, detailed previously herein, and pursuant to the Sanction Order, the
Applicants are seeking approval from the Court of the Unresolved Claims Reserve, being
a cash reserve in an amount of up to $2.5 million, which has been agreed to by the Monitor,
the Applicants, and the Plan Sponsor. The Sanction Order provides that the amount of the
Unresolved Claims Reserve may be reduced with the agreement of the Monitor, the
Applicants and the Plan Sponsor prior to the Plan Implementation Date, such as by certain
Unresolved Claims becoming Proven Claims. Any amounts remaining in the Unresolved
Claims Reserve following the resolution of the Unresolved Claims in accordance with the
Claims Procedure Order will be distributed to creditors holding Affected Claims, in
accordance with the Plan.

Approval of the Administrative Reserve Fund

65.

As set out in the Plan, and pursuant to the Sanction Order, the Applicants are seeking
approval from the Court of the Administration Reserve, being a cash reserve in the amount
of $0.2 million, which has been agreed to by the Monitor, the Applicants, and the Plan
Sponsor. Any amounts remaining in the Administration Reserve after the duties of the
Monitor have been completed in respect of all Unresolved Claims and the Monitor has
performed any other work required after the Effective Time will be distributed or released

in accordance with the Plan.
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The CCAA Charges

66.

67.

Pursuant to the proposed Sanction Order, upon the Effective Time, the following CCAA
charges (as provided for and defined in the Initial Order and the Amended and Restated
Initial Order) shall be terminated, discharged, expunged and released upon the filing of the

Monitor’s Discharge Certificate:
@) the Administration Charge (as provided for and defined in the Initial Order); and
(b) the Directors Charge (as provided for and defined in the Initial Order).

The proposed Sanction Order includes provisions approving the DIP Loan Secured Note
(as defined in the December Nadeau Affidavit and attached as Exhibit “J” thereto) and
extending the DIP Lender’s Charge created under the Amended and Reins Initial Order to
provide for its continuance after the Effective Time and the implementation of the Plan.
The effect of these terms is to allow DIP Loan advances to remain secured by the Court-
ordered charge after the Hematite Group’s emergence from protection and until the DIP
Loan advances are paid in full. Since these measures are supported by the Applicants and
will make it unnecessary for the Applicants to pay the DIP Loan in full upon exit, the
Monitor supports this relief and believes that it facilitates the restructuring of the
Applicants and the implementation of the Plan that the creditors have overwhelmingly

accepted.

Termination of the CCAA Proceedings

68.

Pursuant to the proposed Sanction Order, upon (i) the fulfillment of the Monitor’s duties
under the Claims Procedure Order, the Meeting Order, and the Sanction Order, (ii) the
Monitor receiving an acknowledgement of payment in full of the claims secured by the
Administration Charge, the Monitor shall serve on the Service List, post on the Monitor’s
website, and file with the Court the Monitor’s Discharge Certificate, and that, upon the

filing of the Monitor’s Discharge Certificate:

@) the CCAA Proceedings shall be terminated; and
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XI.

69.

70.

(b) KPMG will be deemed to be discharged from its duties, obligations and
responsibilities as Monitor of the Applicants and shall be forever released, remised
and discharged from any claims against it relating to its activities as Monitor.

CASH FLOW FOR THE PERIOD NOVEMBER 7, 2020 TO DECEMBER 11, 2020

As noted in the Third Report, the Company, with the assistance of the Monitor, prepared a
cash flow forecast for the period from November 7, 2020 to January 1, 2020 (the “Updated
Cash Flow Forecast”) which was filed with the Court in support of the Company’s

application for a further extension of the Stay Period to December 31, 2020.

A comparison of the Hematite Group’s reported results to forecast for the period from

November 7, 2020 to December 11, 2020 (the “Period”) is summarized as follows:

Hematite Group
Summary of Actual Receipts and Disbursements

For the 5-week period ended December 11, 2020

in $CAD
Actual Forecast Variance
Cash Receipts
Accounts Receivable 8,791,299 9,432,131 (640,832)
Other Receipts 101,146 35,000 66,146
Total Receipts 8,892,445 9,467,131 (574,686)
Cash Disbursements
Inventory Purchases 5,171,219 5,077,175 (94,044)
Other Operating Expenses 767,997 1,248,491 480,494
Tooling Expense 190,219 378,938 188,719
Payroll and Benefits 1,885,592 1,952,473 66,881
Equipment and Auto leases 435,819 594,598 158,779
Tax Remittances 133,232 323,038 189,806
Capital Expenditures 93,597 854,763 761,166
Other Expenses 19,141 30,000 10,859
Interest 13,846 73,973 60,127
Professional fees 650,687 610,924 (39,763)
Total Disbursements 9,361,349 11,144,373 1,783,024
Net Cash Flow (468,903) (1,677,242) 1,208,339
Opening Cash 575,945 575,945 -
Net Cash Flow (468,903) (1,677,242) 1,208,339
DIP Loan Draw 959,410 1,282,895 (323,485)
Closing Cash 1,066,452 181,598 884,854
Opening DIP Loan Balance (4,717,105) (4,717,105) -
DIP Draw (959,410) (1,282,895) 323,485
Closing DIP Loan Balance (5,676,515) (6,000,000) 323,485
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71.  Asreflected in the summary table above, the Hematite Group reported negative cash flow
of approximately $0.5 million during the Period and an outstanding amount under the DIP
Facility of approximately $5.7 million as at December 11, 2020. The Company’s closing
cash balance was approximately $0.9 million higher than projected in the Updated Cash

Flow Forecast.

72.  The net cash flow generated during the Period was approximately $1.2 million higher than
projected in the Updated Cash Flow Forecast, the primary reasons for which are

summarized below:

@) total cash receipts during the Period were approximately $0.6 million lower than

projected due to:

Q) unfavourable timing difference of approximately $0.6 million on sales that
were initially forecast to be collected in the Period, but are now anticipated

to be collected after December 11™; and partially off-set by:

(i) Higher than forecast Canada Emergency Wage Subsidy refunds of
approximately $0.07 million, which were not included in the Updated Cash

Flow Forecast.

(b) The total cash disbursements during the Period were approximately $1.8 million

lower than projected, mainly due to:

Q) favourable timing differences in several cash disbursement line items
including capital expenditures of approximately $0.8 million and other

operating expenses of approximately $0.5 million; partially offset by:

(i) higher than forecast inventory purchases of approximately $0.1 million to

support higher than forecast sales in November.

73. Due to a combination of the above, the Company was in breach of certain financial
covenants in its weekly reporting to the DIP Lender during the Period, as certain net cash

flow variance limits were exceeded. The Monitor understands that the DIP Lender is

21



74.

XIl.

75.

76.

77.

78.

expected to issue a waiver letter in respect of existing defaults and that the DIP Facility is

in good standing as at the date of this Fourth Report.

The Monitor understands that the Hematite Group intends to pay, and has sufficient
working capital to do so, amounts that will become due in the ordinary course relating to

source deductions, wages and salaries and pension plan contributions.
REQUEST FOR APPROVAL OF FEES AND DISBURSEMENTS

The Monitor and Gowlings have maintained detailed records of their professional fees and
disbursements prior to and since the Monitor’s appointment. In accordance with the
Amended and Restated Initial Order, the Monitor is seeking approval of its fees and
disbursements from September 4, 2020 to November 30, 2020 (the “KPMG Fee Period”),
and those of Gowlings from September 10, 2020 to November 30, 2020 (the “Gowlings
Fee Period”) in connection with the performance of their duties in these CCAA

proceedings.

Total fees and disbursements of the Monitor during the KPMG Fee Period amount to
$588,601 and $7,625, respectively, both excluding sales taxes (collectively, the “KPMG
Accounts”). These amounts represent professional fees and disbursements not yet
approved by the Court. Attached hereto as Appendix “H” is the affidavit of Timothy
Montgomery sworn December 16, 2020 in respect of the KPMG Accounts.

The total fees and disbursements of Gowlings during the Gowlings Fee period amount to
$374,095 and $636, respectively, both excluding sales taxes (collectively, the “Gowlings
Accounts”). These amounts represent professional fees and disbursements not yet
approved by the Court. Attached hereto as Appendix “I” is the affidavit of David Cohen

sworn on December 16, 2020 in respect of the Gowlings Accounts.

The Monitor has reviewed the Gowlings Accounts and confirms that the services reflected
therein have been duly authorized and duly rendered and that, in the Monitor’s opinion, the

fees and disbursements are reasonable.
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79.  The fees and disbursements of the Monitor and its counsel have been reviewed by the
Hematite Group. The Monitor understands that the Hematite Group does not oppose the
fee approvals sought in the within motion.

XIl. MONITOR’S CONCLUSION

80. For the stated reasons herein, the Monitor recommends that the Court grants the relief being

sought by the Applicants pursuant to the Sanction Order, should the Court see fit to do so.

All of which is respectfully submitted this 17" day of December, 2020.

KPMG Inc.

In its capacity as Monitor of

Hematite Group

And not in its personal or corporate capacity

Per:
K o=
C
Tim Montgomery George Bourikas
CIRP, LIT CIRP, LIT
Vice President Vice President
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APPENDIX “A” — Meeting Order



Court File No. CV-20-00647824-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE ) WEDNESDAY, THE 18®
)
JUSTICE CONWAY ) DAY OF NOVEMBER, 2020

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT
ACT, R.S.C. 1985, ¢. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
HEMATITE HOLDINGS INC., HEMATITE MANUFACTURING INC,,
HEMATITE INDUSTRIAL PRODUCTS INC., CANADIAN PAVACO INC,,
PAVACO HOLDINGS U.S. INC., HEMATITE, INC. AND
HEMATITE AUTOMOTIVE PRODUCTS INC.

MEETING ORDER

THIS MOTION, made by Hematite Holdings Inc., Hematite Manufacturing Inc.,
Hematite Industrial Products Inc., Canadian Pavaco Inc., Pavaco Holdings U.S. Inc.,
Hematite, Inc. and Hematite Automotive Products, Inc. (the “Applicants’) pursuant to the
Companies' Creditors Arrangement Act, R.S.C. 1985, c¢. C-36, as amended (the “CCAA”) for

an order, among other things,

(a) accepting the filing with the Court of the plan of compromise, arrangement and
reorganization of the Applicants under the CCAA and the Business Corporations Act

(Ontario) dated November 18, 2020 (the “Plan”);

(b) approving, pursuant to section 22 of the CCAA, the classification of creditors as set

out in the Plan;

(©) authorizing and directing the Applicants to call, hold and conduct a meeting of

Affected Creditors (the “Meeting”) to vote on the Plan;

(d) authorizing and directing the mailing and distribution of certain meeting materials

and other procedures to be followed to provide notice of the Meeting;



(e) approving the procedures to be followed at the Meeting, including voting

procedures;

€3} setting a date for the hearing of the Applicants’ motion for an order (the “Sanction

Order”) approving the Plan (the “Sanction Hearing”);

(2) extending the Stay Period (as defined in the Amended and Restated Initial Order
dated September 28, 2020) until and including December 31, 2020; and

(h) authorizing the Monitor to accept certain Late Claims and sealing the Liquidation

Analysis (as each term is defined below);

was heard this day by way of judicial video conference via Zoom in Toronto, Ontario due to the

COVID-19 pandemic.

ON READING the affidavit of Jacques Nadeau sworn November 11, 2020 (the
“Nadeau Affidavit”), the Third Report of KPMG Inc. in its capacity as the monitor of the
Applicants (the “Monitor’’) dated November 16, 2020 (the “Third Report”), and on hearing
the submissions of counsel for the Applicants, the Monitor and any such other counsel that
were present as listed on the counsel slip, no other party appearing although duly served as

appears from the affidavit of service, filed:
A. SERVICE

1. THIS COURT ORDERS that the time for service and filing of the Notice of Motion
and the Motion Record of the Applicants and the Third Report is hereby abridged and
validated so that this motion is properly returnable today and hereby dispenses with further

service thereof.

B. DEFINITIONS AND INTERPRETATION

2. THIS COURT ORDERS that capitalized terms used herein but not otherwise

defined shall have the meanings given to them in the Plan.



3. THIS COURT ORDERS that all reference to time herein shall mean local time in
Toronto, Ontario, Canada, and any reference to an event occurring on a Business Day shall

mean prior to 5:00 p.m. on such Business Day unless otherwise indicated herein.

4. THIS COURT ORDERS that all references to the word “including” or “includes”
shall mean “including without limitation” or “includes without limitation”, as the case may

be.

5. THIS COURT ORDERS that, unless the context otherwise requires, words
importing the singular shall include the plural and vice versa, and words importing any

gender shall include all genders.

C. MONITOR’S ROLE

6. THIS COURT ORDERS that the Monitor, in addition to its prescribed rights,
duties, responsibilities and obligations under the CCAA, the Initial Order and the Claims
Procedure Order, is hereby directed and empowered to take such other actions and fulfill

such other roles as are contemplated by this Order.
7. THIS COURT ORDERS that:

(a) in carrying out the terms of this Order, the Monitor shall have all the protections
given to it by the CCAA, the Initial Order and the Claims Procedure Order, and as an

officer of the Court, including the stay of proceedings in its favour;

(b) the Monitor shall incur no liability or obligation as a result of carrying out the
provisions of this Order, save and except for any gross negligence or willful

misconduct on its part;

(©) the Monitor shall be entitled to rely on the books and records of the Applicants and

any information provided by the Applicants without independent investigation; and

(d) the Monitor shall not be liable for any claims or damages resulting from any errors

or omissions in such books, records or information.



D. CCAA PLAN FILING AND AMENDMENT

8. THIS COURT ORDERS that the Plan is hereby accepted for filing and the

Applicants are authorized to contemporaneously file the Plan with this Order.

9. THIS COURT ORDERS that the Applicants may, with the consent of the Plan
Sponsor, at any time and from time to time, prior to or during the Meeting (as defined
below), amend, restate, modify and/or supplement the Plan (which will thereafter constitute
the “Plan” for the purposes of this Order); provided that any such amendment, restatement,
modification and/or supplement shall be made in accordance with the terms of the Plan and

communicated in accordance with Paragraph 17 hereof.

E. CREDITOR CLASSIFICATION

10.  THIS COURT ORDERS that, pursuant to section 22 of the CCAA, a single class of
Affected Creditors in respect of the Plan is hereby approved.

F. AUTHORIZATION TO CALL AND HOLD MEETING

11. THIS COURT ORDERS that the Applicants are authorized and directed to call,
hold and conduct a meeting of the Affected Creditors on December 11, 2020 at 11:00 a.m.
(Toronto time), or as adjourned to such time as the Chair may determine in accordance with
Paragraph 26 or 27 hereof, for the purpose of considering and voting on the resolution to
approve the Plan. The Meeting shall take place by videoconference due to the COVID-19
pandemic. The conference details will be provided in the Notice of Meeting and Sanction

Hearing (as defined below).

G. APPROVAL OF CERTAIN MEETING MATERIALS

12. THIS COURT ORDERS that each of the following is hereby approved:

(a) the Applicants’ information statement substantially in the form attached to the
Nadeau Affidavit as Exhibit “H” (which attaches the Plan as an exhibit) (the

“Information Statement”);



(b) the form of notice regarding the Meeting and Sanction Hearing substantially in the
form attached to the Nadeau Affidavit as Exhibit “I” (the “Notice of Meeting and

Sanction Hearing”); and

(©) the form of proxy and Election Notice for Affected Creditors substantially in the

form attached as Schedule “A” hereto,

(collectively, the “Meeting Materials™).

13. THIS COURT ORDERS that the Applicants, in consultation with the Monitor and

with the consent of the Plan Sponsor, may from time to time:

(a) make such changes to the documents in the Meeting Materials as the Applicants, in
consultation with the Monitor and the Plan Sponsor, consider necessary or desirable,
including but not limited to changes to conform the content thereof to the terms of
the Plan (including any amendments, restatements, modifications or supplements
thereto), this Order or any further Orders of the Court and any changes necessary or
desirable with respect to the date, time, and method of the Meeting and the Sanction

Hearing; and

(b) prepare any supplements to the Information Statement as the Applicants, in
consultation with the Monitor and the Plan Sponsor, consider necessary or desirable

(each a “Supplemental Information Statement”).

H. NOTICE: POSTING, SERVICE AND PUBLICATION

14. THIS COURT ORDERS that, as soon as practicable after the granting of this Order,
the Monitor shall cause a copy of the Meeting Materials and this Order to be posted on the
website established by the Monitor in respect of these proceedings (the “Monitor’s
Website”). The Monitor shall ensure that such materials remain posted on the Monitor’s

Website until at least one (1) Business Day after the Plan Implementation Date.

15. THIS COURT ORDERS that, as soon as practicable after the granting of this Order,
the Monitor shall send the Meeting Materials to:



(a) all Affected Creditors with Affected Claims in respect of which a Proof of Claim has
been filed in a proper and timely manner in accordance with the Claims Procedure

Order and that is not barred pursuant to the Claims Procedure Order;

(b) the parties listed on the Consolidated List Required Pursuant to Rule 1007(a)(4) of
the Federal Rules of Bankruptcy Procedure filed on September 24, 2020 with the
United States Bankruptcy Court for the District of Delaware;

(c) the service list maintained by the Monitor in these CCAA Proceedings (the “Service
List”); and

(d) any Affected Creditor or holder of a D&O Claim who makes a written request to the
Monitor for a copy of the Meeting Materials,

in each case by e-mail at the last known e-mail address for such Creditors set out in the
books and records of the Applicants or as provided in relation to the Claims Procedure
Order, or by regular mail, fax or courier if an e-mail address for such Creditors is not known
(except that where such Creditors are represented by counsel known by the Debtors, the
email address, mailing address or fax number of such counsel may be substituted)

(collectively, the “Meeting Materials Parties”).

16. THIS COURT ORDERS that, as soon as practicable after the granting of this Order,
the Monitor shall cause notice of the Meeting, substantially in the form of the Notice of
Meeting and Sanction Hearing, amended or abridged as the Monitor deems reasonable in its
discretion for the purposes of publication, to be published for a period of one (1) Business

Day in The Globe and Mail (National Edition) and USA Today (National Edition).

17. THIS COURT ORDERS that, as soon as reasonably practicable after finalization of
any Supplemental Information Statement and any amendments or supplements to the
Meeting Materials in accordance with Paragraph 13 hereof and any amendments,
restatements, modifications and/or supplements to the Plan in accordance with Paragraph 9

hereof, the Monitor shall:



(a) cause such materials to be posted on the Monitor’s Website (where the Monitor shall
ensure that such materials remain posted until at least one (1) Business Day after the

Plan Implementation Date); and

(b) if made prior to the Meeting, send such materials to the Meeting Materials Parties or,
if made at the Meeting, provide notice to those present at the Meeting prior to the

vote being taken to approve the Plan.

18.  THIS COURT ORDERS that the posting on the Monitor’s Website, service of the
Meeting Materials, and/or publication of notice in accordance with Paragraphs 14 to 17
above, shall constitute good and sufficient service and notice of this Order, the Plan and the
Meeting on all Persons who may be entitled to receive notice thereof, or who may be entitled
to be in attendance personally or by proxy at the Meeting or who may have an interest in
these proceedings, and no other form of notice or service need be made on such Persons and
no other document or material need be served on such Persons in respect of these
proceedings. Service shall be effective: (i) in the case of mailing, three (3) Business Days
after the date of mailing; (ii) in the case of service by courier, on the day after the courier was
sent; and (iii) in the case of any other means of transmission or electronic communication,
when dispatched or delivered for dispatch and in the case of service by fax or e-mail, on the
day the fax or e-mail was transmitted, unless such day is not a Business Day, or the fax or e-

mail transmission was made after 5:00 p.m., in which case, on the next Business Day.

19. THIS COURT ORDERS that the non-receipt of a copy of the Meeting Materials
beyond the reasonable control of the Monitor, or any failure or omission to provide a copy of
the Meeting Materials as a result of events beyond the reasonable control of the Monitor
(including, any inability to use postal services) shall not constitute a breach of this Order, but
if any such failure or omission is brought to the attention of the Monitor then the Monitor
shall use reasonable efforts to rectify the failure or omission by the method and in the time

most reasonably practicable in the circumstances.



I. RECORD DATE

20. THIS COURT ORDERS that the record date for the purposes of determining which
Affected Creditors are entitled to vote at the Meeting (the “Record Date”) is December 4,
2020.

J. TRANSFER AND ASSIGNMENT OF CLAIMS

21. THIS COURT ORDERS that, subject to any restrictions contained in Applicable
Laws or any contractual arrangements with the Applicants, an Affected Creditor may transfer
or assign the whole of its Affected Claim prior to the Meeting. If, subject to any restrictions
contained in Applicable Laws or any contractual arrangement with the Applicants, an
Affected Creditor transfers or assigns the whole of an Affected Claim to another Person, such
transferee or assignee shall not be entitled to attend and vote the transferred or assigned
Affected Claim at the Meeting unless (a) the assigned Affected Claim is a Voting Claim (as
defined below) or Unresolved Claim, or a combination thereof; and (b) satisfactory notice of
and proof of transfer or assignment has been delivered to the Applicants and the Monitor in
accordance with the Claims Procedure Order, where applicable, no later than the Record

Date.

K. CONDUCT AT MEETING

22. THIS COURT ORDERS that the Meeting shall be conducted, and the Plan shall be
voted upon and, if approved by the Required Majorities (defined below), ratified and given
full force and effect, in accordance with the provisions of this Order, the Claims Procedure
Order, the CCAA, the Business Corporations Act (Ontario) or such other business

corporations legislation applicable to an Applicant, and any further order of this Court.

23. THIS COURT ORDERS that a representative of the Monitor, designated by the
Monitor, shall preside as the chair (the “Chair”) of the Meeting and, subject to this Order
and any further order of this Court, shall decide all matters relating to the conduct of the
Meeting.



24, THIS COURT ORDERS that the quorum required at the Meeting is one (1)
Affected Creditor with a Voting Claim that is in attendance at the Meeting personally or by

proxy.

25. THIS COURT ORDERS that the Monitor may appoint scrutineers (the
“Scrutineers”) for the supervision and tabulation of the attendance, quorum and votes cast at
the Meeting and that a Person designated by the Monitor shall act as secretary at the Meeting
(the “Secretary”).

26. THIS COURT ORDERS that if: (i) the requisite quorum is not in attendance at the
Meeting; or (ii) the Meeting is postponed by the vote of Affected Creditors present
personally or by proxy holding the majority in value of Voting Claims (as defined below)
voted in respect of such matter, then in either case the Meeting shall be adjourned by the

Chair to a date thereafter and to such time and place as may be appointed by the Chair.

217. THIS COURT ORDERS that the Meeting need not be convened in order to be
adjourned and that the Chair shall be entitled to adjourn and further adjourn the Meeting
provided that any such adjournment or adjournments shall be for a period of not more than
thirty (30) days in total and, in the event of any such adjournment, the Applicants and
Monitor shall not be required to deliver any notice of adjournment other than posting notice
on the Monitor’s Website and notifying the Service List of the adjournment. Any Proxy (as
defined below) validly delivered in connection with the Meeting shall be accepted as a Proxy

in respect of any adjourned Meeting.

28. THIS COURT ORDERS that the only Persons entitled to notice of or to attend the
Meeting are: (1) the Monitor and its counsel; (ii) those Persons, including the holders of
Proxies, entitled to vote at Meeting pursuant to this Order and their legal counsel and
advisors; (ii1) the Applicants’ officers, legal counsel and advisors; (iv) the Chief
Restructuring Officer; (v) the Plan Sponsor’s officers, legal counsel and advisors; and (vi) the
Scrutineers and Secretary. Any other Person may be admitted to the Meeting on invitation of

the Chair.

29. THIS COURT ORDERS that the Chair of the Meeting and the Monitor may rely on

representations by attendees to confirm their identification.
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L. VOTING PROCEDURE

30. THIS COURT ORDERS that, at the Meeting, the Chair shall direct a vote on a
resolution to approve the Plan and any amendments thereto in accordance with the Plan, and
may direct a vote with respect to any other resolutions as the Chair may consider appropriate,

in consultation with the Applicants and in accordance with the Plan.

31. THIS COURT ORDERS that, only Affected Creditors holding Affected Claims that
are Proven Claims or Unresolved Claims (and that are not Equity Claims) or their proxies

shall be entitled to vote at the Meeting.

32. THIS COURT ORDERS that Unaffected Creditors and holders of Equity Claims

are not entitled, in such capacity, to attend the Meeting or vote on the Plan.

33. THIS COURT ORDERS that each Affected Creditor as of the Record Date with an
Affected Claim that is a Proven Claim is entitled to one vote in respect of such Affected
Claim, which vote (each, a “Voting Claim”, and collectively the “Voting Claims”) shall
have a value equal to the dollar value of such Affected Creditor’s Proven Claim determined

in accordance with the Claims Procedure Order, provided that:

(a) in the case of a Proven Claim that includes an Insured Claim, the vote shall have a
value equal to the portion of the Proven Claim, if any, that is not an Insured Claim;

and

(b) in the case of a Proven Claim that includes a Tooling Claim, the vote shall have a
value equal to the sum of (i) the portion of the Proven Claim, if any, that is not a

Tooling Claim, and (i1) the Tooling Claim Amount as of the Record Date.

34. THIS COURT ORDERS that the vote on the resolution to approve the Plan shall be
decided by approval of the Plan by a majority in number of the Affected Creditors holding
Voting Claims representing at least two-thirds in value of the Voting Claims that are in

attendance personally or by proxy and voting at the Meeting (the “Required Majorities™).

35. THIS COURT ORDERS that Affected Creditors with Unresolved Claims (or their

proxies) may attend and vote at the Meeting and will have their voting intentions with respect
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to the Unresolved Claims separately recorded by the Monitor and reported to this Court. For
purposes of such vote, each Affected Creditor with an Unresolved Claim is entitled to one
vote, which vote shall have the value accepted by the Monitor, if any, for voting purposes
only in respect of the Unresolved Claim. The voting of such claim at the Meeting and the
valuation of it for voting purposes is without prejudice to the rights of the Applicants and
Monitor, and the holder of the Unresolved Claim, with respect to the resolution of the Claim
for distribution purposes. Votes by Affected Creditors with Unresolved Claims in respect of
such Unresolved Claims will not be considered in the calculation of the Required Majorities;
however, if approval or non-approval of the Plan by the Affected Creditors would be
determined by the votes cast in respect of Unresolved Claims, the Applicants and the
Monitor, in consultation with the Plan Sponsor and on notice to the Service List, will request
this Court’s directions and, if necessary, a deferral of the Sanction Hearing (as defined

below) and expedited determination of any material Unresolved Claims, as appropriate.

36. THIS COURT ORDERS that, following the vote at the Meeting, the Monitor will
tally the votes in the manner set out herein and determine whether the Plan has been accepted

by the Required Majorities.

37. THIS COURT ORDERS that the result of any vote at the Meeting shall be binding
on all Affected Creditors, whether or not any such Affected Creditor is present at the Meeting

or voted on the resolution to approve the Plan.

38. THIS COURT ORDERS that every question submitted to be decided at the
Meeting, except to approve the resolution to approve the Plan, will be decided by a vote of a
majority in value of the Voting Claims held by Affected Creditors in attendance personally or

by proxy at such Meeting and cast in respect of such question.

M. YOTING BY PROXY

39. THIS COURT ORDERS that the Monitor, in consultation with the Applicants, is
authorized to use reasonable discretion as to the adequacy of compliance with respect to the
manner in which any form of proxy is completed and executed and is hereby authorized to
accept and rely upon proxies substantially in the form attached hereto or such other form as is

acceptable to the Monitor, in consultation with the Applicants (in each case, a “Proxy”).
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40. THIS COURT ORDERS that any Proxy must be received by the Monitor by no
later than 5:00 p.m. on the date that is three (3) Business Days prior to the Meeting (or any
adjournment thereof), provided that the Monitor may waive strict compliance with the time
limits imposed for receipt of a Proxy if deemed advisable to do so by the Monitor, in

consultation with the Applicants.

41. THIS COURT ORDERS that, for purposes of tabulating the votes cast on any
matter voted upon at the Meeting, the Chair is entitled to rely on any vote cast by a holder of
a Proxy that has been duly submitted to the Monitor in accordance with this Order, without

independent investigation.

42. THIS COURT ORDERS that, if a duly signed and returned Proxy does not provide
an instruction to vote for or against the approval of the resolution on the Plan, the Proxy will
be deemed to include an instruction to vote for the approval of the resolution and the Plan,

provided that the Proxy holder does not otherwise exercise its right to vote at the Meeting.

43. THIS COURT ORDERS that a Creditor with a Voting Claim who is not an
individual may only attend and vote at the Meeting if it has appointed a proxyholder to attend

and act on its behalf at the Meeting.

N. CONVENIENCE CREDITORS

44, THIS COURT ORDERS that, in respect of Convenience Creditors who will receive,
subject to the terms and implementation of the Plan, payment in an amount equal to the lesser

of the Election Amount and the actual amount of their Proven Claims,

(a) in order for an Affected Creditor with Proven Claims exceeding the Election
Amount to elect to receive the Election Amount as a Convenience Creditor in full
satisfaction of such Proven Claims, such Affected Creditor is required to indicate
such election in the Election Notice section of its Proxy, which Proxy must be

submitted pursuant to the terms of this Order; and

(b) an Affected Creditor with Proven Claims not exceeding the Election Amount shall
not be permitted or required to make an election in the Election Notice section of its

Proxy and shall receive an amount equal to the actual amount of such Proven Claim
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as a Convenience Creditor in full satisfaction of such Proven Claims and any
election in the Election Notice section of the Proxy submitted by such Convenience

Creditors shall be deemed null and void.

45. THIS COURT ORDERS that each Convenience Creditor with a Voting Claim shall
be deemed to vote in favour of the Plan unless such Convenience Creditor has notified the
Monitor in writing of its intention to vote against the Plan prior to the Meeting of Affected
Creditors and does vote against the Plan at such Meeting either personally or by proxy. The
value of a Convenience Creditor’s Affected Claim for voting purposes is the actual amount

of such Proven Claim (subject to paragraphs 33(a) and 33(b) to the extent applicable).

0. MONITOR’S REPORT AND SANCTION HEARING

46. THIS COURT ORDERS that the Monitor shall provide a report to this Court no
later than three (3) Business Days following the Meeting (the “Monitor’s Report Regarding
the Meeting”), which shall be served on the Service List and posted on the Monitor’s

Website as soon as practicable after it is filed with this Court, with respect to:
(a) the results of the voting at the Meeting on the resolution to approve the Plan;
(b) whether the Required Majorities have approved the Plan;

(©) whether the votes cast in respect Unresolved Claims, if any, would affect the result

of that vote; and
(d) any other matter that the Monitor considers relevant.

47.  THIS COURT ORDERS that, in the event that the Plan has been approved by the
Required Majorities, the Applicants shall bring a motion before this Court on December 18,
2020 or such later date as is set by this Court for the Sanction Hearing upon motion by the

Applicants seeking an order sanctioning the Plan.

48.  THIS COURT ORDERS that the posting on the Monitor’s Website, service of the
Meeting Materials, and/or publication in accordance with Paragraphs 14 to 17 above, shall
constitute good and sufficient service and notice of the Sanction Hearing on all Persons

entitled to receive such service and no other form of notice or service need be made and no
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other materials need be served in respect of the Sanction Hearing, except that the Applicants
shall serve the Service List with the motion materials relating to the Sanction Hearing and
any additional materials to be used in support thereof and the Monitor shall post and serve

the Monitor’s Report Regarding the Meeting in accordance with Paragraph 46 above.

49. THIS COURT ORDERS that any party who wishes to oppose the entry of the
Sanction Order shall serve on the Service List a notice setting out the basis for such
opposition and a copy of the materials to be used to oppose the granting of the Sanction
Order at least two (2) Business Days before the date set for the Sanction Hearing, or such

shorter time as this Court, by order, may allow.

50. THIS COURT ORDERS that in the event that the Sanction Hearing is adjourned,
only those Persons who have filed and served a Notice of Appearance in the Applicants’

CCAA proceeding shall be served with notice of the adjourned date.

51. THIS COURT ORDERS that subject to any further order of this Court, in the event
of any conflict, inconsistency, ambiguity or difference between the provisions of the Plan and
this Order, the terms, conditions and provisions of the Plan shall govern and be paramount,
and any such provision of this Order shall be deemed to be amended to the extent necessary

to eliminate any such conflict, inconsistency, ambiguity or difference.

P. EXTENSION OF THE STAY PERIOD

52. THIS COURT ORDERS that the Stay Period (as defined in paragraph 15 of the
Amended and Restated Initial Order dated September 28, 2020) be and is hereby extended
until and including December 31, 2020.

Q. LATE CLAIMS AND SEALING

53. THIS COURT ORDERS that the Monitor is authorized, in its discretion, to accept
the Proofs of Claim (as defined in the Claims Procedure Order) identified in the Third Report
as having been received subsequent to the Pre-Filing Claims Bar Date (as defined in the
Claims Procedure Order) (the “Late Claims’), which Late Claims shall be reviewed by the
Monitor in accordance with the Claims Procedure Order for the purposes of determining

whether such Late Claims are Proven Claims.
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54. THIS COURT ORDERS that the Liquidation Analysis (as defined in the Third
Report) prepared by the Monitor, a copy of which is attached as Confidential Appendix “1”
to the Third Report, shall be and is hereby sealed, kept confidential, and shall not form part

of the public record unless otherwise ordered by the Court.
R. GENERAL

55. THIS COURT ORDERS that the Applicants or the Monitor may from time to time
apply to this Court to amend, vary, supplement or replace this Order or for advise and
directions concerning the discharge of their respective powers and duties under this Order or

the interpretation or application of this Order.

56. THIS COURT ORDERS that this Order shall have full force and effect in all
provinces and territories in Canada, outside Canada and against all Persons against whom it

may be enforceable.

57.  THIS COURT ORDERS that, notwithstanding Rule 59.05, this Order is effective
from the date that it is made, and is enforceable without any need for entry and filing. In
accordance with Rules 77.07(6) and 1.04, no formal order need be entered and filed unless an
appeal or a motion for leave to appeal is brought to an appellate court. Any party may
nonetheless submit a formal order for original signing, entry and filing when the Court

returns to regular operations.
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58. THIS COURT HEREBY REQUESTS the aid and recognition of any court,
tribunal, regulatory or administrative body having jurisdiction in Canada or in the United
States, or abroad, to give effect to this Order and to assist the Applicants, the Monitor and
their respective agents in carrying out the terms of this Order. All courts, tribunals, regulatory
and administrative bodies are hereby respectfully requested to make such orders and to
provide such assistance to the Applicants and to the Monitor, as an officer of this Court, as
may be necessary or desirable to give effect to this Order, to grant representative status to
Hematite Holdings Inc. to obtain recognition of this Order in any foreign proceeding, or to
assist the Applicants and the Monitor and their respective agents in carrying out the terms of

this Order.




Schedule “A” — Form of Proxy

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
HEMATITE HOLDINGS INC., HEMATITE MANUFACTURING INC.,
HEMATITE INDUSTRIAL PRODUCTS INC., CANADIAN PAVACO INC,,
PAVACO HOLDINGS U.S. INC., HEMATITE, INC. AND
HEMATITE AUTOMOTIVE PRODUCTS INC.

PROXY AND ELECTION NOTICE

Capitalized terms used and not otherwise defined herein have the meanings ascribed to them in the
plan of compromise, arrangement and restructuring (as may be amended, restated or supplemented
from time to time, the “Plan”) of Hematite Holdings Inc., Hematite Manufacturing Inc.,

Hematite Industrial Products Inc., Canadian Pavaco Inc., Pavaco Holdings U.S. Inc., Hematite, Inc.
and Hematite Automotive Products, Inc. (the “Applicants”) pursuant to the Companies’ Creditors
Arrangement Act (the “CCAA”) and filed with the Ontario Superior Court of Justice (Commercial
List) (the “Court”) pursuant to the Order of the Court dated November 18, 2020 in respect of the
meeting of Affected Creditors (the “Meeting Order”).

VOTING BY PROXY

This proxy may only be filed by Affected Creditors with Voting Claims (each, an “Eligible
Voting Creditor”). Any such Affected Creditor who is not an individual may only attend and vote
at the Meeting if a proxyholder has been appointed to act on its behalf at such meeting.

THE UNDERSIGNED ELIGIBLE VOTING CREDITOR hereby revokes all proxies previously
given and nominates, constitutes, and appoints:

Ms. Katherine Forbes of KPMG Inc., in its capacity as
Monitor of the Applicants, or a person designated by her

or, instead of the foregoing, , or such other Person as
he/she, in his/her sole discretion, may designate to attend on behalf of and act for the Eligible Voting
Creditor at the Meeting of the Affected Creditors to be held in connection with the Plan and at any
and all adjournments, postponements or other rescheduling of such Meeting, and to vote the amount
of the Eligible Voting Creditor’s claim(s) for voting purposes as determined by and accepted for
voting purposes in accordance with the Meeting Order and the Claims Procedure Order as follows:




To be completed by an Eligible Voting Creditor:

1. (mark one only):
OVote FOR approval of the Plan; or
[IVote AGAINST approval of the Plan.

If this proxy is submitted and a box is not marked as a vote for or against approval of
the Plan, this proxy shall be voted FOR approval of the Plan unless the Eligible

Voting Creditor or their Proxyholder (provided the Proxyholder is a Person other than
a representative of the Monitor) otherwise exercises their right to vote at the Meeting.

-and -

2. Vote at the nominee’s discretion and otherwise act for and on behalf of the undersigned
Eligible Voting Creditor with respect to any amendments, modifications, variations or
supplements to the Plan and to any other matters that may come before the Meeting of the
Affected Creditors or any adjournment, postponement or other rescheduling of such Meeting.

CONVENIENCE CREDITOR ELECTION

This Election may be completed by Affected Creditors with Proven Claims exceeding an aggregate
of $10,000 (the “Election Amount”):

L1 Election to receive the Election Amount in respect of such Proven Claims

Pursuant to the Plan and the Meeting Order, Affected Creditors with Proven Claims not
exceeding an aggregate of the Election Amount will receive the actual amount of such
Proven Claims pursuant to the Plan and are not entitled to make the election above (such
Creditors, together with Affected Creditors with Affected Claims exceeding an aggregate of
the Election Amount who duly make the above Election in accordance with the Plan and the
Meeting Order, a “Convenience Creditor™).

Pursuant to the Meeting Order, any Convenience Creditor with a Voting Claim shall be
deemed to vote in favour of the Plan unless such Convenience Creditor has notified the
Monitor in writing of its intention to vote against the Plan prior to the Meeting of Affected
Creditors and does vote against the Plan at such Meeting either personally or by proxy.

If this Proxy is submitted by an Affected Creditor whose Affected Claims that are Proven
Claims exceed an aggregate of the Flection Amount and the above box is not marked, such
Affected Creditor will be deemed to have not filed an Election Notice.

Notwithstanding any elections made pursuant to this Proxy, any and all distributions in
respect of Affected Claims shall be made subject to the terms (including, without limitation,
any adjustments required pursuant to the Plan) and implementation of the Plan.




Any Proxy must be received by the Monitor by no later than 5:00 p.m. on the date that is three (3)
Business Days prior to the date of the Meeting (or any adjournment thereof), provided that the
Monitor may waive strict compliance with the time limits imposed for receipt of a Proxy if deemed
advisable to do so by the Monitor, in consultation with the Applicants. Proxies may be sent to the
Monitor by email or, only where it is not possible for the Proxy to be sent by email, by fax or mail to
the following email address/fax number/address:

KPMG Inc.

Court-appointed Monitor of the Applicants
Bay Adelaide Centre

333 Bay Street, Suite 4600

Toronto, ON MS5H 2S5

Attention: Katherine Forbes

Email: hematitegroup@kpmg.ca

Fax: 416-777-8818

Tel: 416-777-3978

[Remainder of page intentionally left blank]



Dated this day of

, 2020.

Print Name of Eligible Voting Creditor

Signature of Eligible Voting Creditor or,
if the Eligible Voting Creditor is a
corporation, partnership or trust,
signature of an authorized signing officer
of the corporation, partnership or trust

Title of the authorized signing officer of the
corporation, partnership or trust, if applicable

Mailing Address of Eligible Voting
Creditor

Telephone Number of Eligible Voting
Creditor or authorized signing officer

Print Name of Witness, if Eligible Voting
Creditor is an individual

E-mail Address of Eligible Voting Creditor
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INTRODUCTION

On September 18, 2020 (the “Filing Date”), Hematite Holdings Inc. (“Hematite
Holdings™) and the other Applicants (together, “Hematite”, the “Company” or the
“Applicants”) were granted relief under the Companies’ Creditors Arrangement Act,
R.S.C. 1985, c. C-36, as amended (the “CCAA”) by Order (the “Initial Order”) of the
Ontario Superior Court of Justice (Commercial List) (the “Court”). The relief granted
under the Initial Order included: a stay of proceedings in favour of the Applicants and a
limited stay of proceedings in favour of their affiliate Hematite R.E. 1, Inc. for cross-
defaults, from September 18, 2020 until September 28, 2020 (the “Stay Period”); the
appointment of KPMG Inc. as Monitor (“KPMG” or the “Monitor”); and other related
relief. The Applicants’ CCAA proceedings are referred to herein as the “CCAA

Proceedings”.

On September 28, 2020, the Hematite Group was granted additional relief under the CCAA
by Order (the “Amended and Restated Initial Order”) of the Court. The relief granted
under the Amended and Restated Initial Order included, among other items, an extension
of the Stay Period to November 27, 2020 and an increase in the maximum borrowings
permitted under the DIP Loan Agreement and secured under the DIP Lender’s Charge to
$6.0 million (each as defined in the Amended and Restated Initial Order).

In support of the Amended and Restated Initial Order, KPMG in its capacity as Monitor,
filed a report with the Court dated September 25, 2020 (the “First Report”), a copy of
which is attached hereto as Appendix “A”.

On September 23, 2020, the United States Bankruptcy Court for the District of Delaware
(the “U.S. Court”) issued an Order, among other things, provisionally recognizing the
CCAA Proceedings as “foreign main proceedings” and provisionally recognizing and
enforcing the Initial Order in the United States pursuant to Chapter 15 of Title 11 of the
United States Code (the “Bankruptcy Code”) (being the “Chapter 15 Proceedings™). On
October 1, 2020, the U.S. Court issued an Order, among other things, recognizing and
enforcing the Amended and Restated Initial Order in the United States.



On October 13, 2020, the Court granted an Order (the “Claims Procedure Order”)
approving the Claims Procedure (as defined herein), including the establishment of a
claims bar date for creditors to file proofs of claim in the CCAA Proceedings. A copy of

the Claims Procedure Order is attached hereto as Appendix “B”.

In support of the Claims Procedure Order, KPMG in its capacity as Monitor, filed a report
with the Court dated October 9, 2020 (the “Second Report”), a copy of which is attached
here to as Appendix “C”.

PURPOSE OF REPORT

The purpose of this report (the “Third Report”) is to provide information to this
Honourable Court pertaining to:

@ the activities of the Applicants since the Filing Date;
(b) the activities of the Monitor since the date of the First Report;

(©) the Applicants’ reported cash flow results for the period from September 14 to
October 30, 2020, including a comparison to the Cash Flow Forecast (as hereinafter
defined);

(d) the Applicants’ revised cash flow forecast for the period from November 1, 2020
to January 1, 2021,

(e) the Applicants’ request for a further extension of the Stay Period through to
December 31, 2020;

()] the Claims Procedure and status of the claims received to date;
(9) the status of the Chapter 15 Proceedings;

(h) the Applicants’ request for an Order (the “Flow-Through Payments Order”)
authorizing them to pay certain Flow-Through Payments (as hereinafter defined)

received from customers to tooling suppliers;



1)

(k)

the Applicants’ request for an Order authorizing them to continue making certain
Equipment Payments (as hereinafter defined) with respect to equipment that is used
in their operations;

the plan of compromise, arrangement and reorganization of the Applicants under
the CCAA and the Business Corporations Act (Ontario) to be dated November 18,
2020 (the “Plan”);

the Applicants’ request for an Order (the “Meeting Order™), inter alia:
Q) accepting the filing of the Plan;

(i) authorizing the Monitor to admit the Late Claims (defined below) into the

Claims Procedure;

(iii)  approving, pursuant to section 22 of the CCAA, the classification of

creditors as set out in the Plan;

(iv)  authorizing and directing the Applicants to call, hold and conduct a meeting
of Affected Creditors (the “Meeting”) to vote on the Plan;

(v) authorizing and directing the mailing and distribution of certain meeting
materials and other procedures to be followed to provide notice of the

Meeting;

(vi)  approving the procedures to be followed at the Meeting, including voting
procedures;

(vii)  setting a date for the hearing of the Applicants’ motion for an order (the

“Sanction Order”) approving the Plan (the “Sanction Hearing”); and

(viii) sealing Confidential Appendix “1” of this Third Report.
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11.

12.

TERMS OF REFERENCE

The Third Report should be read in conjunction with the Affidavit of Jacques Nadeau
sworn November 11, 2020 (the “November Nadeau Affidavit”) filed by the Applicants
in support of the motion returnable November 18, 2020 (the “November 18 Motion”), as
certain information contained in the November Nadeau Affidavit has not been included

herein in order to avoid unnecessary duplication.

In preparing this Third Report, the Monitor has relied solely on information and documents
provided by the Applicants and their advisors, including unaudited financial information,
books and records (the “Books and Records”) and financial information prepared by the
Applicants and discussions with management (“Management”) (collectively, the
“Information”). In accordance with industry practice, except as otherwise described in
this Third Report, KPMG has reviewed the Information for reasonableness, internal
consistency and use in the context in which it was provided. However, the Monitor 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 Generally Accepted
Auditing Standards (“GAAS”) pursuant to the Chartered Professional Accountants of
Canada Handbook and, accordingly, the Monitor expresses no opinion or other form of

assurance contemplated under GAAS in respect of the Information.

Future orientated financial information contained in any Cash Flow Forecast or other
statement is based on the Applicants’ estimates and assumptions regarding future events.
Actual results will vary from the information presented even if the hypothetical
assumptions occur, and variations may be material. Accordingly, the Monitor expresses

no assurance as to whether any Cash Flow Forecast or other projection will be achieved.

Unless otherwise stated, all monetary amounts noted herein are expressed in Canadian

dollars.

Words and phrases not otherwise defined in this Third Report shall have the meaning

ascribed to them in the November Nadeau Affidavit.
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14.

Copies of the Monitor’s prior reports, this Third Report, and all motion records and Orders
in the CCAA Proceedings and the Chapter 15 Proceedings will be made available on the
Monitor’s  website at  http://www.home.kpmg/ca/en/home/services/advisory/deal-

advisory/creditorlinks/hematite-group.html (the “Monitor’s Website). The Monitor has

also established a toll-free phone number and an email that are referenced on the Monitor’s
website so that parties may contact the Monitor if they have questions with respect to the
CCAA Proceedings.

THE COMPANY’S ACTIVITIES
The Company’s activities, since the Filing Date, have included:

@) continuing to operate and manage the business in the ordinary course in accordance
with the Amended and Restated Initial Order;

(b) managing cash flow and making payments in accordance with the Amended and
Restated Initial Order;

(c) requesting and obtaining advances under the DIP Facility;

(d) reporting cash receipts and disbursements, and variances to the Cash Flow Forecast,
to the Monitor and Woodbridge Foam Corporation (“Woodbridge™), in its capacity
as lender under the DIP Facility (the “DIP Lender”);

(e) meeting and communicating with the Hematite Group’s employees regarding the
CCAA Proceedings;

() communicating with Hematite’s creditors, customers, key suppliers and other

stakeholders on various matters in connection with the CCAA Proceedings;

(9) as detailed in the First Report, executing the services agreement between
Woodbridge and Hematite dated September 18, 2020 (the “Services Agreement”);

(h) finalizing definitive documentation with The Toronto-Dominion Bank (“TD”) with

respect to the arrangements made prior to the commencement of the CCAA
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(i)

()

(k)

(0
(m)

(n)

Proceedings whereby Woodbridge acquired part of the debt (the “Assigned TD
Loans”) and all of the security of TD, other than in respect of certain equipment
leases which would be unaffected in the CCAA Proceedi