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Court File No. CV-14-10573-00CL 

 

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 KK PRECISION INC. 

          APPLICANT 

 

 

NOTICE OF MOTION 

(Returnable September 16, 2014) 

 

KK Precision Inc. (the “Company” or “KKP”) will make a motion to a Judge presiding 

over the Ontario Superior Court of Justice (Commercial List) (the “Court”) on September 16, 

2014 at 10:00 a.m., or as soon after that time as the motion can be heard at 330 University 

Avenue, Toronto, Ontario. 

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

THE MOTION IS FOR: 

1. An Order, substantially in the form of the draft order attached hereto as Schedule “A”, 

inter alia: 

(a) abridging the timing and validating the method of service of this Notice of Motion 

and Motion Record such that the Motion is properly returnable on September 16, 

2014, and dispensing with further service thereto; 

(b) extending the Stay Period, as defined in the Order of The Honourable Mr. Justice 

Wilton-Siegel made in these proceedings on May 30, 2014 (the “Initial Order”), 

until November 28, 2014;  
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(c) approving an interim distribution by the Company to the Bank of Montreal and 

BMO Capital Partners, in their capacity as secured creditors of KKP (collectively, 

the “Secured Lenders”), in the amount of $6.0 million, subject to the Company 

maintaining the Holdback (as defined below) to finalize the wind-down of its 

operations and remediation costs; 

(d) authorizing the Company to make such subsequent distributions to the Secured 

Lenders that the Company, in consultation with the Monitor (as defined below), 

determines are appropriate, subject to the Company maintaining the Holdback to 

finalize the wind-down of its operations; and 

(e) such further and other relief as this Honourable Court may deem just. 

THE GROUNDS FOR THE MOTION ARE: 

CCAA PROCEEDINGS & EXTENSION OF STAY PERIOD 

1. On May 30, 2014, the Court issued the Initial Order granting the Company protection 

pursuant to the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as 

amended (the “CCAA”).  Pursuant to the Initial Order, Richter Advisory Group Inc. was 

appointed as the monitor of the Applicant (the “Monitor”).  The Initial Order provided 

the Company with, inter alia, a stay of proceedings (the “Stay Period”) until June 29, 

2014; 

2. On June 25, 2014, the Court issued an order which, among other things, extended the 

Stay Period to September 19, 2014; 

3. Although the primary revenue generating operations of the Company have substantially 

ceased, certain tasks remain ongoing, including, among other things, collecting 

receivables, preparing and filing tax returns, sorting and storing necessary Company 

records, assisting Infinity Asset Solutions Inc. (“Infinity”) in carrying out the Liquidation 

Services Agreement (the “LSA”), which includes assisting with the auction process and 

the removal of the equipment, and repairing the leased premises municipally known as 

104 Oakdale Ave. (the “Premises”); 
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4. It is estimated that the process to complete all of these items will continue for at least a 

few months.  As a result, the Applicant is requesting that the Stay Period be extended to 

November 28, 2014; 

5. The Company has generated approximately $3.0 million of net positive cash flow since 

the Initial Order, and KKP appears to have sufficient cash flow to continue to operate to 

the end of the proposed extended Stay Period; 

6. The Applicant has been and is continuing to act in good faith and with due diligence and 

believes it is in the best interest of KKP and its stakeholders to continue in these CCAA 

proceedings; 

INTERIM DISTRIBUTION 

7. KKP has an excess of cash available as a result of operations and the payments received 

pursuant to the LSA and the various accommodation agreements the Company entered 

into with Rolls-Royce Canada Limited, Siemens Energy Inc. and Pratt & Whitney 

Canada Corp (the “Accommodation Agreements”); 

8. KKP has substantially completed all of the work pursuant to the Accommodation 

Agreements.  As a result, KKP has either collected or is currently collecting on the 

accounts receivable generated in connection with the Accommodation Agreements; 

9. KKP has received the deposit and the net minimum guarantee payment from Infinity 

pursuant to the terms of the LSA, giving KKP a substantial surplus of cash; 

10. The Monitor’s counsel has conducted an independent security review of the Secured 

Lenders’ security and determined same to be valid and enforceable; 

11. The Secured Lenders, being the primary secured creditors to KKP, with first ranking 

PPSA registrations against the Company’s assets, have requested an interim distribution 

be made to pay a portion of the outstanding debt owed by the Company to the Secured 

Lenders; 
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12. Given the surplus of cash available, it is appropriate at this time to make an interim 

distribution to the Secured Lenders of $6.0 million subject to a holdback of 

approximately $1.77 million (the “Holdback”) for payment of wind-down costs or other 

expenses associated with the completion of the Company’s CCAA proceedings, which 

includes an amount of $400,000 on account of potential costs to complete any additional 

repairs/remediation to the Premises; 

13. The Company is also seeking the Court’s authorization to make such subsequent 

distributions to the Secured Lenders that the Company, in consultation with the Monitor, 

determines are appropriate, subject to the Company maintaining a portion of the 

Holdback to finalize the wind-down of its operations; 

GENERAL 

14. The Monitor supports the proposed relief; 

15. The Secured Lenders, being the secured creditors affected by the order sought are being 

given notice of the motion and support the proposed relief; 

16. All other known secured creditors are being given notice of this motion; 

17. The provisions of the CCAA; 

18. The Rules of Civil Procedure (Ontario) including Rules 1.04 and 16.04; and 

19. 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 Affidavit of Garth Wheldon sworn September 10, 2014, and the attached exhibits; 

2. The third report of the Monitor, to be filed separately;  
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3. Such further and other materials as counsel may advise and this Honourable Court may 

permit. 

September 10, 2014 DENTONS CANADA LLP 

Barristers & Solicitors 

77 King Street West, Suite 400 

Toronto-Dominion Centre 

Toronto, Ontario  L5K 0A1 

 John Salmas 
LSUC No: 42336B 

Telephone: (416) 863-4737 

Fax: (416) 863-4592 

Email: john.salmas@dentons.com 

 Robert Kennedy 
LSUC No: 474070 

Telephone: (416) 367-6756 

Fax: (416) 863-4592 

Email: Robert.kennedy@dentons.com 

 Lawyers for the Applicant 

 

TO: SERVICE LIST 
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SCHEDULE ‘A’ 

 

Court File No. CV-14-10573-00CL 

ONTARIO 

SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST    

THE HONOURABLE ●   )   TUESDAY, THE 16
th

 DAY   

      ) 

JUSTICE ●     )   OF SEPTEMBER, 2014 

 

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 KK PRECISION INC. 

 

ORDER 

 

THIS MOTION made by the applicant, KK Precision Inc. (“KKP” or the “Company”), 

pursuant to the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the 

“CCAA”), for an order, inter alia, (i) declaring that the time for service of the Notice of Motion 

and the Motion Record be abridged so that this motion is properly returnable, (ii) approving an 

interim distribution by the Company to the Bank of Montreal and BMO Capital Partners, in their 

capacity as secured creditors of KKP (the “Secured Lenders”), subject to maintaining a 

Holdback (as defined below); (iii) authorizing KKP to make such subsequent distributions to the 

Secured Lenders that the Company, in consultation with Richter Advisory Group Inc. in its 

capacity as Court-appointed monitor of the Company (the “Monitor”), determines are 

appropriate, subject to the Company maintaining a portion of the Holdback to finalize the wind-

down of its operations; and (iv) extending the Stay Period, as defined in the Order of The 

Honourable Mr. Justice Wilton-Siegel made in these proceedings on May 30, 2014 (the “Initial 

Order”), until November 28, 2014, was heard this day at 330 University Avenue, Toronto, 

Ontario. 



 

 

ON READING the affidavit Garth Wheldon sworn September 10, 2014 and the Third 

Report of the Monitor dated September 10, 2014 and on hearing the submissions of counsel for 

the Company, the Monitor, 2215225 Ontario Inc., and the Secured Lenders, no one appearing for 

any other person on the service list, although properly served as appears from the affidavit of ● 

sworn September ●, 2014, filed:  

SERVICE 

1. THIS COURT ORDERS AND DECLARES that the time for service of the Notice of 

Motion and Motion Record herein be and is hereby abridged such that this motion is properly 

returnable today and that all parties entitled to notice of the Motion have been duly served, and 

that any requirement for service of the Notice of Motion and Motion Record upon any party 

other than the parties served is unnecessary and hereby dispensed with and that the service of the 

Notice of Motion and Motion Record is hereby validated in all respects. 

INTERIM DISTRIBUTIONS 

2. THIS COURT ORDERS that, subject to the Company maintaining a holdback of 

approximately $1,764,000 (the “Holdback”), the Company is hereby authorized to make an 

interim distribution to the Secured Lenders in the amount of $6,000,000. 

3. THIS COURT ORDERS that the Company is hereby authorized to make such 

subsequent distributions to the Secured Lenders that the Company, in consultation with the 

Monitor, determines are appropriate, provided that a relative portion of the Holdback is retained 

to account for the wind-down expenses of the Company. 

 EXTENSION OF STAY 

4. THIS COURT ORDERS that the Stay Period as defined in the Initial Order be and is 

hereby extended until November 28, 2014. 

 

       ___________________________________ 
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Court File No. CV-14-10573-00CL 

 

 

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 KK PRECISION INC. 

          APPLICANT 

 

 

AFFIDAVIT OF GARTH WHELDON 

(Sworn September 10, 2014) 

 

 

I, Garth Wheldon, of the City of Burlington, in the Province of Ontario, 

SOLEMNLY SWEAR AND SAY: 

1. I am a managing director of MVM Industrial Services Limited, which is a third 

party providing consulting services to KK Precision Inc. (the “Company” or “KKP”) 

pursuant to a Court-approved advisory services agreement, and as such, I have personal 

knowledge of the matters to which I hereinafter deposed to, except where stated to be 

based on information and belief, in which case I verily believe the same to be true.    

2. This affidavit is sworn in support of KKP’s motion, returnable September 16, 

2014 (the “Motion”), for relief which includes the following: 

(a) abridging the timing and validating the method of service of this Notice of 

Motion and Motion Record such that the Motion is property returnable on 

September 16, 2014, and dispensing with further service thereto; 

(b) extending the Stay Period, as defined in the Order of The Honourable Mr. 

Justice Wilton-Siegel made in these proceedings on May 30, 2014 (the 

“Initial Order”), until November 28, 2014;  
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(c) approving an interim distribution by the Company to the Bank of Montreal 

and BMO Capital Partners, in their capacity as secured creditors of KKP 

(collectively, the “Secured Lenders”), in the amount of $6.0 million, 

subject to the Company maintaining the Holdback (as defined below) to 

finalize the wind-down of its operations and remediation costs; 

(d) authorizing the Company to make such subsequent distributions to the 

Secured Lenders that the Company, in consultation with the Monitor (as 

defined below), determines are appropriate, subject to the Company 

maintaining a portion of the Holdback to finalize the wind-down of its 

operations; and 

(e) such further and other relief as this Honourable Court may deem just. 

3. I have had the opportunity to review a draft of the Third Report, and I agree with 

the summaries and the recommendation contained therein. 

BACKGROUND 

4. On May 30, 2014, the Ontario Superior Court of Justice (Commercial List) (the 

“Court”) issued the Initial Order granting the Company protection pursuant to the 

Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the 

“CCAA”).  Pursuant to the Initial Order, Richter Advisory Group Inc. was appointed as 

the Company’s monitor (the “Monitor”).  The Initial Order provided the Company with, 

inter alia, a stay of proceedings (the “Stay Period”) until June 29, 2014. 

5. On June 25, 2014, this Honourable Court granted an Order which approved the 

solicitation process (the “SISP Order”) for all of the Company’s assets (the “Assets”). A 

copy of the SISP Order is attached to this affidavit as Exhibit ‘A’.  

6. The SISP Order also, among other things, extended the Stay Period to September 

19, 2014. 

7. On August 5, 2014, this Honourable Court granted an order (the “Approval and 

Vesting Order”) which, inter alia, approved a Liquidation Services Agreement between 



 

 

3 

the Company and Infinity Asset Solutions Inc. (“Infinity”) dated July 25, 2014 (the 

“LSA”).  A copy of the Approval and Vesting Order is attached hereto as Exhibit ‘B’. 

8. The Company has worked very closely with the Monitor to take the necessary 

steps to protect value in the Company and the Assets while it winds-down its operations.  

The Company has also been communicating with its stakeholders, negotiating 

agreements with its customers and creditors, developing and implementing the court-

approved sales and solicitation process (“SISP”) and restoring the leased premises 

municipally known as 104 Oakdale Ave. (the “Premises”). 

9. Additional details regarding the operations of the Company and the issues 

addressed since the commencement of these CCAA proceedings can be found in the 

affidavit of George Koulakian sworn May 28, 2014 (the “Koulakian Affidavit”) and my 

previous affidavits sworn June 24, 2014 (the “June 24
th

 Affidavit”) and July 25, 2014 

(the “July 25
th

 Affidavit”). 

10. Copies of the Koulakian Affidavit, the June 24
th

 Affidavit and the July 25
th

 

Affidavit without exhibits (collectively, the “Previous Affidavits”) are attached to this 

affidavit as Exhibits ‘C’-‘E’ respectively.  Any capitalized terms used herein and not 

otherwise defined shall have the meanings ascribed to them in the Previous Affidavits. 

STAY PERIOD 

11. On July 14, 2014, counsel for the Company, the Monitor and its counsel and 

221525 Ontario Limited (the “Landlord”) attended a hearing with Justice Wilton-Siegel 

to update the Court on the status of the proceedings. During such hearing the Court was 

advised that the Company was likely to seek an extension of the Stay Period when it 

returned seeking to approve the Transaction resulting out of the SISP.  

12. On August 5, 2014, the Company attended before the Court seeking to obtain the 

Court’s approval of the LSA. The Company informed the Court at that time that an 

additional attendance would be required prior to the current expiry of the Stay Period and 

that it was the belief of the Company, in consultation with the Monitor, that any 

extension of the Stay Period would be best dealt with when there was more accurate 
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information regarding the cash available and greater certainty regarding the time required 

to complete these proceedings. 

13. The Company now has more information regarding the cash available and can 

provide a better estimate of the amount of time it thinks will be required to complete 

these proceedings.   

14. The Company has generated approximately $3.0 million of net positive cash flow 

since the Initial Order, and KKP appears to have sufficient cash flow to continue to 

operate to the end of the proposed extension date of November 28, 2014.  A copy of the 

projected cash flow statement is attached to this affidavit as Exhibit ‘F’. 

15. At this point in time, the Company has almost completely wound down all if its 

operations and has shifted its focus to, among other things, collecting receivables, 

preparing and filing tax returns, sorting and storing necessary Company records, assisting 

Infinity in carrying out the LSA, which includes assisting with the auction process and 

the removal of the equipment, and repairing the Premises.  A further extension of the 

Stay Period is required to allow the Company to finalize these tasks and address the final 

issues which will arise as the auction concludes and the Assets are removed from the 

Premises. 

16. It is estimated that the process to complete all of these items will continue for at 

least a few months.  As a result, the Company is requesting that the Stay Period be 

extended to November 28, 2014. 

17. The Company has been and is continuing to act in good faith and with due 

diligence and believes it is in the best interests of KKP and its stakeholders to extend the 

Stay Period until November 28, 2014 and to continue in these CCAA proceedings. 

INTERIM DISTRIBUTION 

18. KKP has an excess amount of cash available as a result of the completion of the 

operations associated with the various accommodation agreements the Company entered 

into with Rolls-Royce Canada Limited, Siemens Energy Inc. and Pratt & Whitney 
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Canada Corp (the “Accommodation Agreements”) and the deposit and minimum 

guarantee amount paid to KKP by Infinity pursuant to the terms of the LSA. 

19. Details of the obligations to the Secured Lenders are set out in the Koulakian 

Affidavit filed in support of the Initial Order and attached hereto as Exhibit ‘C’. 

20. In summary, the Company’s obligations to the Secured Lenders are governed by 

the following agreements and other documents (collectively, the “Credit Agreements”): 

(a) a General Security and Pledge Agreement dated September 1, 2011, in 

favour of Bank of Montreal; 

(b) Bank Act Security Notice of Intention dated September 2, 2011 (and 

related documentation), in favour of Bank of Montreal; 

(c) an Assignment of Material Agreements dated September 1, 2011, in 

favour of Bank of Monreal; 

(d) a General Security and Pledge Agreement dated September 1, 2011, in 

favour of the BMO Capital Partners; and 

(e) an Assignment of Material Agreements dated September 1, 2011, in 

favour of the BMO Capital Partners; 

21. As at August 31, 2014, the Company is indebted to the Secured Lenders, pursuant 

to the Credit Agreements, in the amount of $13,149,357.59. 

22. According to the security review prepared by the Monitor’s counsel, the Secured 

Lenders, being the primary secured creditors to KKP, have the first in time Personal 

Property Security Act (Ontario) (the “PPSA”) registrations against the Company’s assets, 

and they have requested an interim distribution be made to pay a portion of the 

outstanding debt owed by the Company to the Secured Lenders. 

23. The following secured creditors have also registered a security interest against the 

Company: 
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(a) Xerox Canada Ltd. (“Xerox”), registered December 20, 2011; 

(b) Orbian Financial Services II, Inc., registered December 2, 2013, and 

December 13, 2013; and 

(c) River VI, L.P. (“River”), registered December 13, 2013. 

24. Xerox has a PPSA registration subsequent to the Secured Lenders for a piece of 

equipment that the Company has continued to use.  Subject to the Monitor obtaining an 

opinion from its independent counsel that Xerox has a purchase-money security interest 

in the equipment, it is the intention of the Company to return the equipment to Xerox at 

the end of the month. The equipment which Xerox has a PPSA registration against was 

excluded from the auction under the LSA.  

25. The Monitor and the Company are unaware of any financial obligations still 

owing by the Company to Orbian Financial Services II, Inc. 

26. River is the main equity holder of the Company.   River is aware of these 

proceedings and has been provided with notice throughout these CCAA proceedings.   

27. Given the surplus of cash available, it is appropriate at this time to make an 

interim distribution to the Secured Lenders of $6.0 million, subject to a holdback of 

approximately $1.77 million (the “Holdback”) for payment of wind-down costs or other 

expenses associated with the completion of the Company’s CCAA proceedings, which 

includes an amount of $400,000 on account of potential costs to complete any additional 

repairs/remediation to the Premises in accordance with the Company’s obligations under 

its Lease Agreements (as defined below). 

28. The Company believes that it is necessary for an amount to be held back from any 

distribution to pay the expenses incurred by the Company during the CCAA proceedings 

and which have not yet been paid as well as to ensure that there is a sufficient amount of 

funds available to pay those expenses which will inevitably be incurred by the Company 

prior to the conclusion of these CCAA proceedings.   
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29. It is expected that the Company will be receiving additional funds in the 

approximate amount of $1.6 million.  As a result, it is also appropriate for the Company 

to be given the authority to make such subsequent distributions to the Secured Lenders 

that the Company, in consultation with the Monitor, determines are appropriate, subject 

to the Company maintaining a portion of the Holdback to finalize the wind-down of its 

operations. 

30. The Company’s estimate is that the Holdback amount would be a prudent and 

sufficient amount to retain from the proposed interim distribution to account for the 

Company’s current outstanding expenses and the accrual of future expenses. 

LANDLORD AND LEASE 

 

31. On September 1, 2011, the Company entered into a lease agreement (the “Lease”) 

with 104 Oakdale Acquisition Corp. (the “Prior Landlord”) for the lease of the 

Premises.  The Lease was amended by an amendment to lease, entered into as of 

February 1, 2013 (the “First Lease Amendment”) and amended further by a letter 

agreement effective as of May 1, 2014 (the “Letter Agreement”, together with the First 

Lease Amendment and the Lease, the “Lease Agreements”).  

32. The Lease, as amended, of the Premises expires September 30, 2014.  The 

Landlord has communicated that it will not extend the Term provided for in the Lease 

any further and desires to have vacant possession of the Premises immediately following 

the expiration of the Lease Agreements. The Company believes that it will have vacated 

the Premises and will deliver the vacant possession to the Landlord in accordance with 

the Lease Agreements. 

33. The Company has prepared a budget and the restoration process of the Premises is 

underway.  The Company estimates that the cost of completing the necessary repairs to 

restore the Premises will be approximately $100,000 to $150,000.  The Landlord has 

expressed that its estimate of the necessary repairs is $500,000 – the Company does not 

agree with that estimate.  The Landlord and the Company have exchanged multiple letters 

regarding the legal obligations to repair the Premises upon the expiry of the Lease.  
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Court File No. CV-14-10573-00CL 

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 KK PRECISION INC. 

AFFIDAVIT OF GARTH WHELDON 
(Sworn June 241

\ 2014) 

APPLICANTS 

I, Garth Wheldon, of the City of Burlington, in the Province of Ontario, SOLEMNLY 

SWEAR AND SAY: 

1. I am a managing director of MVM Industrial Services Limited, which is a third party 

providing consulting services to KK Precision Inc. (the "Company" or "KKP") pursuant 

to a Court approved advisory services agreement, and as such, I have personal knowledge 

of the matters to which I hereinafter deposed to, except where stated to be based on 

information and belief, in which case I verily believe the same to be true. 

2. The affidavit is sworn in support of the motion filed by KKP in these proceedings on 

June 241
\ 2014 (the "Motion"), for the following relief: 

(a) an Order ratifiying the Solicitation Process (as defined herein) and authorizing 

and directing KKP and the Monitor (as defined herein) to do all such things as are 

reasonably necessary to conduct and give full effect to the Solicitation Process 

and carry out their respective obligations therein; 

(b) an Order approving the accommodation agreement dated June 24'\ 2014 between 

Siemens Energy Inc. ("Siemens"), KKP, and Bank of Montreal and BMO Capital 

9116462 _ 3INATOOCS 
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Partners, substantially in the form attached hereto as Exhibit "B" (the "Current 

Siemens Accommodation Agreement"); 

(c) an Order approving the accommodation agreement dated June 19'\ 2014 between 

Pratt & Whitney Canada Corp. ("Pratt") and KKP (the "Pratt Accommodation 

Agreement"); 

(d) an Order sealing the Current Siemens Accommodation Agreement schedules and 

Pratt Accommodation Agreement schedules, together with an Order approving the 

Company's redaction of the sensitive commercial information contained in the 

Accommodation Agreements (as defined herein), nunc pro tunc; 

(e) an Order granting an extension to the stay period (the "Stay Period") granted in 

the initial order dated May 30, 2014 (the "Initial Order"), from June 29, 2014 to 

September 19, 2014; and 

(f) such further and other relief as this Honourable Court may deem just. 

3. I have had the opportunity to review the first report (the "First Report") of Richter 

Advisory Group Inc., in its capacity as court appointed monitor in these proceedings (the 

"Monitor"), and I agree with the summaries and the recommendation contained therein. 

SOLICITATION PROCESS 

4. As noted in my Affidavit sworn May 28, 2014 (the "May Affidavit"), the Company has 

identified a total of 57 potential purchasers for all of part of the KKP assets (the 

"Assets"). 

5. On June 16, 2014, the Company, in consultation with the Monitor, delivered a request for 

offers to purchase to a group of potential purchasers that either previous! y expressed prior 

interest in purchasing the Assets (which included some of the aforementioned 57 

potential purchasers) or have been identified by the Company to be strategic purchasers 

(the "Interested Parties"). The request for offers to purchase (the "Solicitation Letter") 

sets out the terms and conditions associated with the submission of an offer to purchase 

(an "Offer"), imposing a deadline for receipt for Offers before 5:00 p.m. (eastern) on 

9116462_3INATDOCS 
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July 7, 2014 (the "Solicitation Process"). Attached and marked as Exhibit "A" is a true 

copy of the Solicitation Process. 

6. Given that the Company's lease extension expires on September 30, 2014, it was 

imperative that the Company promptly proceed with the Solicitation Process in order to 

provide a sufficient period of time to: 

(a) allow the Interested Parties to evaluate the Assets; 

(b) receive Offers; 

(c) negotiate a binding and definitive asset purchase agreement; 

(d) obtain Court approval in respect of a proposed transaction; and 

(e) facilitate the successful purchaser's timely removal of the Assets from the 

operating premises of the Company (on or before September 30, 2014). 

7. I verily believe that the Solicitation Process establishes a fair, reasonable and open 

process for all parties that have an interest in the Company and that may ultimately 

become involved, and is a critical component in the advancement of these CCAA 

proceedings. 

ACCOMODATION AGREEMENT 

8. The Company is also seeking approval of the Current Siemens Accommodation 

Agreement and the Pratt Accommodation Agreement (collectively, the 

"Accommodation Agreements"). Salient points of each of the Accommodation 

Agreements include: 

(a) KKP continuing the manufacturing of component parts or assembled goods for 

Siemens and Pratt; 

(b) the agreement of Siemens and Pratt to pay: 

(i) the existing accounts receivable due and owing to KKP; and 
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(ii) for the components parts and I or assembled goods for the duration of the 

term of each of the agreements. 

Attached and marked as Exhibit "B" is a true copy of the Current Siemens 

Accommodation Agreement, without agreement schedules, which remains subject to 

modification and finalization of the schedules and attached and marked as Exhibit "C" is 

a true copy of the Pratt Accommodation Agreement, without agreement schedules. 

9. The Accommodation Agreements provide for the ongoing support and co-operation from 

Siemens and Pratt during these CCAA proceedings. I am of the view that, in the 

circumstances, the approval of the Accommodation Agreements is justified. The Monitor 

also supports the approval of the Accommodation Agreements. 

10. As a result of the sensitive commercial information contained in the schedules attached to 

each of the Accommodation Agreements, the Company is seeking a sealing Order with 

respect to the agreements schedules and an Order approving the redaction of the sensitive 

commercial information contained in the Accommodation Agreements. The Current 

Siemens Accommodation Agreement schedules are in the process of being finalized 

which should be complete prior to the Motion. 

STAY EXTENSION 

11. Since the granting of the Initial Order, the Company has worked closely with the Monitor 

and has been able to stabilize its operations, communicate with its stakeholders, take the 

necessary steps to protect value in the Company the Assets, negotiate the terms of the 

Accommodation Agreements, and develop and implement the Solicitation Process. 

12. From the date of the Initial Order, the Company's operations have stabilized and continue 

to generate cash flow sufficient to support this CCAA process. A further extension to the 

Stay Period is required to finalize and carry out the Accommodation Agreements, and 

administer the Solicitation Process. 

13. Attached and marked as Exhibit "D" is a true copy of the cash flow forecast appended to 

the May Affidavit ending September 19, 2014. I have reviewed this forecast and verily 
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believe that this forecast remains fair and reasonable and demonstrates the ability of the 

Company to continue operations during the proposed extension to the Stay Period. 

14. KKP has acted and continues to act in good faith and with due diligence. I verily believe 

it is in the best interests of KKP and its stakeholders to continue in these proceedings and 

that it is appropriate in the circumstance to extend the Stay Period to September 19, 2014. 

MISCELLANEOUS 

15. Attached and marked as Exhibit "E" is a true copy of correspondence received from 

Minden Gross LLP, solicitors to 2215225 Ontario Inc. ("2215225"). 2215225 recently 

acquired the operating premises that KKP leases and is now the landlord; the lease 

particulars are set out in the May Affidavit. I can advise that KKP will continue to 

observe and comply with the terms and conditions of the subject lease. 

16. I make this affidavit in support of an application for the relief set out in paragraph 2 

above. 

SWORN BEFORE ME at Toronto, Ontario 
this 241

h day of June, 2014. 

~~ 
Commissioner for Oaths in and for the 
Province of Ontario 

Christopher Blake Moran 
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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 KK PRECISION INC. 

         
 APPLICANTS 

 

 

AFFIDAVIT OF GARTH WHELDON 

(Sworn July 25, 2014) 

 

 

I, Garth Wheldon, of the City of Burlington, in the Province of Ontario, 

SOLEMNLY SWEAR AND SAY: 

1. I am a managing director of MVM Industrial Services Limited, which is a third 

party providing consulting services to KK Precision Inc. (the “Company” or “KKP”) 

pursuant to a Court-approved advisory services agreement, and as such, I have personal 

knowledge of the matters to which I hereinafter deposed to, except where stated to be 

based on information and belief, in which case I verily believe the same to be true.    

2. This affidavit is sworn in support of the KKP’s motion, returnable August 1, 2014 

(the “Motion”), for relief which includes the following: 

(a) an Order ratifying and approving the Liquidation Services Agreement 

dated July 25, 2014 between the Company and Infinity Asset Solutions 

Inc. (“Infinity”), substantially in the form attached hereto as Exhibit “A” 

(the “Liquidation Services Agreement”) and approving the transaction 

(the "Transaction") contemplated therein in respect of the Assets (as such 

term is defined in the Liquidation Services Agreement); 
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(b) an Order vesting all of the Company’s right, title and interest in and to the 

Assets (as defined in the Liquidation Services Agreement), free and clear 

of any and all encumbrances, in and to the applicable purchaser. 

(c) an Order sealing the summary of bids received through the Solicitation 

Process (defined below); 

(d) an Order sealing the unredacted Liquidation Services Agreement, together 

with an Order approving the Company’s redaction of the sensitive 

commercial information contained in the Liquidation Services Agreement, 

nunc pro tunc; and  

(e) such further and other relief as this Honourable Court may deem just. 

3. I have had the opportunity to review a draft of the second report of Richter 

Advisory Group Inc., in its capacity as Court-appointed monitor in these proceedings 

(“Richter” or the “Monitor”) dated July 25, 2014 (the “Second Report”), and I agree 

with the summaries and the recommendation contained therein. 

BACKGROUND 

4. On May 30, 2014, the Ontario Superior Court of Justice (Commercial List) (the 

“Court”) issued an order (the “Initial Order”) granting Company protection pursuant to 

the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the 

“CCAA”).  Pursuant to the Initial Order, Richter was appointed as the Court-appointed 

monitor.  The Initial Order provided the Company with, inter alia, a stay of proceedings 

until June 29, 2014.  

Solicitation Process 

5. As noted in the affidavit of George Koulakian sworn May 28, 2014, the Company 

originally identified a total of 57 potential purchasers for all of part of the KKP assets 

(the “Assets”). The Company completed a comprehensive sales process (the “Initial 

Sales Process”) from February to April 2014 that generated interest from several parties, 

but did not result in a firm deal for the sale of the Company’s business and/or assets.   
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6. As such, given the Company’s limited liquidity and the fast approaching 

expiration of the lease for the Premises, the Company, with the assistance of the Monitor, 

undertook a short sales process (the “Solicitation Process”). 

7. The Company, in consultation with the Monitor, assembled a list of potential 

interested parties, including many of the strategic/financial parties that participated in the 

Initial Sales Process and parties that regularly liquidate assets in insolvency proceedings 

(collectively, the “Prospective Purchasers”) 

8. On June 16, 2014, the Company distributed an offer solicitation letter to the 

Prospective Purchasers detailing the opportunity to purchase the Company’s business 

and/or assets (the “Offer Solicitation Letter”).  Included with the Offer Solicitation 

Letter was a schedule detailing the Company’s machinery/equipment.  In total the 

Company contacted fifty-four (54) parties to advise of the opportunity to acquire the 

Company and/or its assets.  The Solicitation Letter set out the terms and conditions 

associated with the submission of an offer to purchase and imposed a deadline for receipt 

of an offer before 5:00 p.m. (Eastern) on July 7, 2014.   A copy of the Solicitation Letter 

is attached to this may affidavit as Exhibit ‘B’. 

9. Given that the Company’s lease extension expires on September 30, 2014, it was 

imperative that the Company promptly proceed with the Solicitation Process in order to 

provide a sufficient period of time to:  

(a) allow the Interested Parties to evaluate the Assets; 

(b) receive Offers (as defined in the Solicitation Process);  

(c) negotiate a binding and definitive asset purchase agreement;  

(d) obtain Court approval in respect of a proposed transaction; and  

(e) facilitate the successful purchaser’s timely removal of the Assets from the 

operating premises of the Company known municipally as 104 Oakdale 

Road, North York (the “Premises”) (on or before September 30, 2014). 
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10. On June 25, 2014, this Honourable Court granted an order (the “SISP Order”) 

which approved the Solicitation Process for all of the Assets, such process was described 

in the Monitor’s first report to the Court dated June 24, 2014 (the “First Report”).  I 

further confirm that the Company has conducted the Solicitation Process pursuant to the 

SISP Order with the assistance of the Monitor. 

11. A copy of the First Report is attached to this my affidavit as Exhibit ‘C’  

12. Six (6) offers (the “Offers”) to purchase and/or auction the Company’s assets 

were received prior to the Offer Deadline.   

13. Extending the Solicitation Process to obtain further offers was not an option given 

(i) the time constraints to vacate the Premises and (ii) the expense involved in 

transporting and storing the equipment indefinitely at a new storage facility pending any 

future sale.   

14. The Company has no reason to believe any new expressions of interest, offers or 

bids will be forthcoming in a reasonable amount of time to purchase all of the Company’s 

Assets on mass.   

Stay Period 

15. On June 25, 2014, the Court issued an order which, among other things, extending 

the Stay Period to September 19, 2014 (the “Stay Period”). 

16. On July 14, 2014, the Company, the Monitor and the Landlord attended a hearing 

with Justice Wilton-Siegel to update the court on the status of proceedings. During that 

hearing the Court was advised that the Company was likely to seek an extension of the 

Stay Period when it returned seeking to approve the Transaction resulting out of the 

SISP.  

17. The Company, in consultation with the Monitor, beleives that any extension of the 

Stay Period is best dealt with in early to mid-September.  The Company intends to seek a 

stay extention at that time because it will have more accurate information regarding the 
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status of available cash and greater certainty regarding the time required to complete 

these proceedings.   

Landlord and Lease 

18. On September 1, 2011, the Company entered into a lease agreement (the “Lease”) 

with 104 Oakdale Acquisition Corp. (the “Prior Landlord”).  The Lease was amended 

by an amendment to lease, entered into as of February 1, 2013 (the “First Lease 

Amendment”) and amended further by a letter agreement effective as of May 1, 2014 

(the “Letter Agreement”, together with the First Lease Amendment and the Lease, the 

“Lease Documents”). A copy of the Lease Documents are attached to this my affidavit 

as Exhibit ‘D’. 

19. As stated above, the lease of the Premises expires September 30, 2014.  2215225 

Ontario Inc. (the “Landlord”) had previously communicated that it will not extend the 

Term provided for in the lease any further and desired to have vacant possession of the 

Premises immediately following the expiration of the lease. However, the Landlord has 

recently suggested that it might be willing to entertain the idea of an extension of the 

lease term. 

20. On July 16, 2014 the Landlord attended the Premises to inspect the state of the 

repair of the Premises and identify any items that it believed needed to be corrected, 

repaired or restored.  

21. On July 18, 2014 the Landlord sent an email (the “Landlord Email”) to the 

Monitor addressing 15 issues with the current state of the Premises that it stated “need to 

be corrected, repaired or restored in order for the Company’s vacation of the Premises to 

be in accordance with the terms of the lease which govern the Premises”.  A true copy of 

the Landlord Email is attached to this my affidavit as Exhibit ‘E’. 

22. On July 24, 2014 the Company responded to the Landlord Email (the “Response 

Letter”).  The Response Letter expressed the Company’s position that “that the Return 

State is the state of the Premises at September 1, 2011 – being the “commencement of the 

Term” under the Lease Documents”.  Notwithstanding, in an effort to deal with all 
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alleged Premises rectification issues, the Company indicated that it was agreeable to 

make certain of the requested repairs to the Premises.  A true copy of the Response Letter 

is attached to this my affidavit as Exhibit ‘F’. 

APPROVAL AND VESTING ORDER 

23. The Company, in consultation with the Monitor, reviewed the offers received 

from 6 potential buyers through the Solicitation Process.  Attached hereto as 

Confidential Exhibit ‘1’ is a chart comparing the offers received through the Solicitation 

Process. 

24. Following that review, The Company engaged Infinity to act as an agent for the 

company to sell all of the Assets of the Company via an auction sales process in order to 

facilitate the sale of the entirety of the Assets and the vacation of the Premises before the 

expiry of the lease Term (as defined in the Lease Documents). 

25. Infinity was selected to act as the Liquidator because it provided the greatest 

amount of consideration amongst all of the bids received and acknowledged that it could 

meet the September 30, 2014 deadline for completing the transaction. 

26. On July 25, 2014, the Company and Infinity entered into a Liquidation Services 

Agreement.  A redacted copy of the Liquidation Services Agreement is attached hereto as 

Exhibit ‘A’ and an unredacted copy of the Liquidation Services Agreement is attached 

hereto as Confidential Exhibit ‘2’. 

27. The Transaction outlined in the Liquidation Services Agreement provides for the 

sale of all of the Assets on the open market in the most efficient and expedient manner 

given time limitations on completing the sale. 

28. The Transaction is conditional upon, among other things, the Court granting the 

Approval and Vesting Order being sought by the Company. Therefore, the Company is 

requesting that this Hounourable Court recognize and approve the Transaction and grant 

an order approving the Liquidation Services Agreement and the Transaction set out 
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therein and vesting title to purchasers upon their payment of the purchase price to the 

Liquidator. 

29. Given the restrictions on time to effectuate a sale of the Assets, I believe that the 

auction process contemplated by the Liquidation Services Agreement provides the best 

opportunity to attain the highest value for the Assets by compelling Interested Parties to 

negotiate against each other to purchase the Assets. 

30. I also believe that the Liquidation Services Agreement represents minimal risk for 

the Company as it includes a Net Minimum Guarantee (as defined therein) to be paid by 

Infinity to the Company. The Liquidation Services Agreement also provides that the 

Company will receive a substantial deposit upon the execution of the Liquidation 

Services Agreement and will receive to the unpaid Net Minimum Guarantee by no later 

than two business days prior to the date of the Auction, which has been scheduled by the 

Liquidator for September 10, 2014. 

31. I have been advised by counsel and the Monitor that the terms of the Liquidation 

Services Agreement are similar to those terms and conditions contained in other auction 

services agreements approved by this Honourable Court.  

32. As the Liquidation Services Agreement and the schedules thereto contains 

commercially sensitive information which may have an impact on the realization on the 

Assets if made available to the public. Further, in the event that this Court approves the 

Transaction and the Transaction does not close, the Company is of the view that efforts to 

remarket its assets may be impaired if either of the Confidential Exhibits are made public. 

The Company requests that the unredacted Liquidation Services Agreement and the chart 

comparing the offers received through the Solicitation Process be subject to a sealing 

Order of the Court until the auction is completed. 

33. All of the parties that would otherwise be entitled to notice under any of the 

provisions of the CCAA, the Bankruptcy and Insolvency Act (Canada) or the Personal 

Property and Security Act (Ontario) (the “PPSA”) that could exercise redemption rights 

under such statutes are already parties to these proceedings or are being given notice of 
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the Motion. A copy of the PPSA search results in respect of the Company with a file

currency date of May 5, 2014, is attached hereto as Elbibilg.

34. I verily believe that the Liquidation SeNices Agreement establishes a fair,

rcasonable and open process for all parties that have an interest in the Company and that

may ultimately become involved, and is a critical component in the advancement ofthese

CCAA proceedings.

35. The Monitor also supports the approval ofthe Liquidation Services Agreement.

36. I make this Affidavit in support of the Company's motion and for no improper

purpose.

SWORN before me at the City of )
Burlington, in the Province ofontario, this )
25d day ofJuly,2014 )

.)
., \_.t_\ .. . )

A commissioner for taking Affidavits -

Aol,bffidllqOirnG
aoodrr{aalo q,ab- Plo{llocof
ontado, *ildb a stdod{ft!$,.
I.i4.May1,2Ot7.

GARTH WIIELDON
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KK Precision Inc.

Cash Flow Forecast

From 09/06/2014 to 11/28/2014 1 2 3 4 5 6 7 8 9 10 11 12 TOTAL

($000's) 12-Sep 19-Sep 26-Sep 03-Oct 10-Oct 17-Oct 24-Oct 31-Oct 07-Nov 14-Nov 21-Nov 28-Nov

Cash Receipts

Cash Receipts 3,265$     1,626$     -$             -$             -$             -$             -$             -$             -$             -$             -$             -$             4,891$     1

Cash Disbursements

Operating Expenses (30)           (30)           (30)           (30)           -               -               -               -               -               -               -               -               (120)         2

Payroll & Benefits -               (42)           -               (39)           -               (12)           -               (12)           -               -               -               -               (105)         3

Retention Payments -               -               -               (29)           -               -               -               -               -               -               -               -               (29)           3

Rent & Property Taxes -               -               -               -               -               -               -               -               -               -               -               -               -               

Utilities & Insurance (10)           -               -               (16)           -               -               (10)           (6)             -               -               -               -               (42)           

Sales Tax Remittances -               -               (243)         -               -               -               -               -               -               -               -               -               (243)         

Site Remediation Costs (35)           -               (150)         -               -               -               -               -               -               -               -               -               (185)         4

Professional Fees -               (148)         -               -               -               (93)           -               -               -               -               (113)         -               (353)         

Other / Contingency (10)           (10)           (10)           (10)           (10)           (5)             (5)             (5)             (5)             (5)             (5)             (5)             (85)           5

Total Disbursements (85)$         (230)$       (433)$       (124)$       (10)$         (110)$       (15)$         (23)$         (5)$           (5)$           (118)$       (5)$           (1,161)$    

Net Cash Flow 3,180$     1,396$     (433)$       (124)$       (10)$         (110)$       (15)$         (23)$         (5)$           (5)$           (118)$       (5)$           3,729$     

Cash - opening 4,499$     7,679$     9,075$     8,642$     8,519$     8,509$     8,399$     8,384$     8,361$     8,356$     8,351$     8,233$     4,499       

Cash - closing 7,679$     9,075$     8,642$     8,519$     8,509$     8,399$     8,384$     8,361$     8,356$     8,351$     8,233$     8,228$     8,228$     

Notes:

3. Primarily represents payroll costs and retention payments related to the seven remaining employees assisting with post-production wind down activities.

4. Includes estimated costs for repairs the Company has agreed to make to the Premises prior to vacating the Premises on September 30, 2014.

5. Reflects a $10,000 per week contingency amount for the first five weeks in the forecast, and $5,000 per week thereafter.

1. Primarily comprised of collections (including HST) on completed component parts delivered to Rolls Royce, sales (including HST) of WIP parts to Rolls Royce, proceeds from the sale of 

intellectual property to Rolls Royce, reimbursement of employee retention payments from Rolls Royce, and Infinity's payment of the net minimum guarantee associated with the auction of the 

Company's assets.

2. Includes payment of all post-filing A/P as well as estimated costs for document storage/destruction, equipment leased during September and all other operating costs required to wind down 

the Company's operations.
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