
 

 

Estate No. 31-2402270 

IN THE MATTER OF THE PROPOSAL OF 

PROCESS PRODUCTS LIMITED 

OF THE CITY OF VAUGHAN, IN THE PROVINCE OF ONTARIO 

 

NOTICE OF PROPOSAL TO CREDITORS 

 

Take notice that PROCESS PRODUCTS LIMITED of the City of Vaughan, in the Province of Ontario, has 

lodged with me a Proposal under the Bankruptcy and Insolvency Act. 

 

Enclosed please find the following documents: 

 

1. Report of the Trustee on the Financial Position of the Company and on the Proposal; 

2. Proposal dated November 16th, 2018; 

3. Statement of the Debtor’s Assets and Liabilities (including a list of creditors); and 

4. Proof of Claim and Voting Letter. 

 

A General Meeting of Creditors will be held at A. Farber & Partners Inc., at 150 York St. Suite 1600, in Toronto, 

Ontario on December 7th, 2018 at 10:30 a.m. 

 

The creditors or any class of creditors qualified to vote at the meeting may, by resolution, accept the Proposal 

either as made or as altered or modified at the meeting.  If so accepted and if approved by the Court, the 

Proposal is binding on all the creditors or the class of creditors affected. 

 

Proofs of Claim, proxies and voting letters intended to be used at the meeting must be lodged with me prior 

thereto. 

 

DATED AT TORONTO this 23rd day of November, 2018 

 

A. FARBER & PARTNERS INC. 

The Trustee acting in re the proposal of 

Process Products Limited 

 

 

 

Per:  Geanina Schmidt 

          



Estate No. 31-2402270 

 

IN THE MATTER OF THE PROPOSAL OF 

PROCESS PRODUCTS LIMITED 

OF THE CITY OF VAUGHAN, IN THE PROVINCE OF ONTARIO 

 

TRUSTEE'S REPORT TO CREDITORS 

 

 

TO THE CREDITORS OF PROCESS PRODUCTS LIMITED: 

 

This report is prepared in conjunction with the Proposal (the “Proposal”) under Part III, Division I, of the 

Bankruptcy and Insolvency Act (the “Act”) of Process Products Limited (the “Company”) which has been 

lodged with A. Farber & Partners Inc., a Licensed Insolvency Trustee (the “Trustee”). The Proposal, filed 

November 16, 2018, is made in relation to a Notice of Intention to Make a Proposal (the “NOI”) filed on behalf 

of the Company with the Official Receiver, Toronto, Ontario, on July 20, 2018 (the “Filing Date”) and forwarded 

by regular mail to all known creditors (the “Creditors”). 

 

The following is an outline of the background and financial dealings of the Company, including relevant 

information that the Trustee feels will be of assistance to the Creditors in considering their position with respect 

to the Proposal. 

 
The Trustee cautions the reader that the Trustee has conducted neither an audit nor an investigation of the 
books and records of the Company.  Consequently, the Trustee cannot render an opinion as to the accuracy 
of the financial information contained in this Report.  The information discussed herein has been obtained 
from the books and records of the Company and from discussions with management of the Company (the 
“Management”).   
 
Please note that any capitalized terms not defined herein shall have the meaning ascribed to them as in 
the Proposal. 

 

 

1. Background  

 

The Company is a privately incorporated company pursuant to the laws of the Province of Ontario. On January 

1, 2001, Process Products Limited and 1274315 Ontario Limited amalgamated to form the Company.  As per 

an Ontario corporation profile report dated August 8, 2018, the Company has 3 directors, namely: Sydney 

Stupp, Samuel Stupp and Barbara Stupp.  The Trustee has been advised by the Company that the 

shareholders of the Company are Samuel Stupp, Barbara Stupp and The Stupp Family Trust 2016. 

 

The Company carries on business as a supplier of specialty fasteners and engineered machine components 

catered to several specific industries, including oil, gas and petrochemical, power generation and distribution, 

transportation, heavy equipment and resources and industrial manufacturing industries. It operates primarily 

from leased premises in Concord, Ontario.  

 

The Company currently has 11 non-unionized employees and does not sponsor a pension plan for its 

employees. 

 

The Company has investments in two subsidiaries, specifically: Process Products, Inc. (“PPI”), a private 

company incorporated under the New York Business Corporation law that supplies the U.S. market; and 

Process Products De Mexico S.A. De C.V. (“PPM”), a private Mexican corporation that supplies the Mexican 

market.   

 

Due to several factors, including a decrease in the demand for electricity and resulting decrease in demand for 

product by the Company’s customers, and extended credit provided to the Company’s customers, the 

Company’s operations have suffered. 
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The Company entered the U.S. market to service one of its major customers in the power generation and 

distribution industry locally through its subsidiary, PPI.  PPI set up an infrastructure in Charlotte, North Carolina 

to specifically service the customer.  Unfortunately, the market for large gas and steam turbines and generators 

deteriorated and the revenue projected for the business was significantly lowered. PPI sustained significant 

losses which the Company was funding.  As part of the Company’s restructuring, PPI effectively ceased 

operations. The PPI lease for the premises in North Carolina was not renewed at the end of August 2018; many 

PPI employees were terminated; and, the PPI inventory was returned to the Concord, Ontario premises of the 

Company.  

 

Prior to the NOI, the Company funded its operating costs through an operating line of credit provided by the 

National Bank of Canada (“NBC”).  Prior to the filing of the NOI, NBC issued a demand for repayment of its 

loan and provided the Company with a Notice of Intention to Enforce Security pursuant to section 244 of the 

Act.  The Company provided NBC with written notice of consent to immediate enforcement by the NBC of the 

security held by it from the Company. 

 

As a result, the Company determined that, in the circumstances, a stay of proceedings was required to 

determine whether a restructuring of its operations was possible.  Accordingly, the Company sought protection 

and temporary relief from its creditors by filing a NOI.  The NOI provided an automatic stay of proceedings of 

30 days, which allowed the Company to assess its financial position and determine if the business would be 

viable going forward if a proposal was issued to its creditors. 

 

On August 15, 2018, the Company brought a motion to the Ontario Superior Court of Justice (Commercial List) 

(the “Court”) seeking an Order providing for, among other things, an extension to the period within which the 

Company was required to make a Proposal to October 3, 2018. The extension was granted. 

 

On October 2, 2018, the Company brought a motion to the Court seeking an Order providing for, among other 

things, an extension of the period within which the Company was required to make a Proposal to November 

17, 2018. This motion was adjourned to October 11, 2018 and the Court issued an endorsement approving a 

short extension to the new motion return date. On October 11, 2018, the Court heard the Company’s motion 

and the extension requested was granted. 

 

On November 14, 2018, the Company brought a motion to the Court seeking an Order providing for, among 

other things, the approval of a sale transaction (the “Transaction”) between the Company and Samuel Stupp 

(in such capacity, the “Purchaser”), a non-arm’s length party, and vesting in the Purchaser the Company’s 

right, title and interest, if any, in and to a life insurance policy issued by the Manufacturer’s Life Insurance 

Company (the “Policy”).  The Court approved the Transaction; however, the Transaction is contemplated to 

be completed and closed upon the satisfaction of certain conditions, including but not limited to the consent of 

NBC. 

 
The Company lodged the Proposal with the Trustee on November 16, 2018.  The first meeting of creditors to 
consider the Proposal is set for December 7, 2018.  
 
 

2. Summary of Proposal 

 

The following is a summary of the Proposal and is only a guide to the contents of the Proposal.   It is not 

intended to encompass all the terms and conditions of the Proposal, and creditors should not rely upon this 

summary alone in determining how they wish to vote on the Proposal.  If the Proposal is not accepted, the 

Company will automatically become bankrupt and the funds available to the unsecured creditors, if any, will be 

distributed in accordance with the provisions of the Act.   The terms of the Proposal itself will govern the rights 

of creditors and the creditors must, therefore, ensure that they have read and understood the Proposal before 

reaching a decision on it. 
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(a) General Intent 

 

The purpose of the Proposal is to permit the continued operation of the Company’s business whilst 

providing a process for the settlement of all Claims of Unsecured Creditors. The Proposal will provide 

the Unsecured Creditors with a greater recovery compared to any recovery that might be realized from 

a bankruptcy. 

 

(b) Funded Proposal Payments 

 

The Company will pay the Funded Proposal Payments, being the lesser of $500,000.00 or 100% of 

the value of Proven Unsecured Claims (not including Crown Claims and Employee Preferred Claims), 

to the Trustee for the benefit of its Creditors.  The Funded Proposal Payments are payable in thirty 

(30) monthly instalments of a minimum of $16,666.00. The first monthly instalment payment shall be 

due and payable on the last day of the month in which the later of (i) payment of the Crown Claims, or 

(ii) March 1, 2018, falls.  

 

(c) Crown Claims 

 

Amounts due to Her Majesty in right of Canada or a province, represented by the Canada Revenue 

Agency (“CRA”), in respect of payroll source deductions (i.e. Crown Claims), if any, shall be paid, in 

full, by the Company within six (6) months of the Court Approval Date. These funds payable, if any, 

shall be in addition to the Funded Proposal Payments.  

 

(d) Secured Creditors 

 

Secured Creditors, if any, will be permitted to realize on their security and to proceed fully in 

accordance with their rights as Secured Creditors, provided that this right will be subject to any 

arrangements made between the Company and any Secured Creditor.  Secured Creditors who have 

either a liquidated or anticipated deficiency after realization of their security will be entitled to file as 

Unsecured Creditors for such deficiency. 

 

(e) Preferred Creditors 

 

Preferred Creditors are to be paid, in full, from the Funded Proposal Payments in priority to the Proven 

Claims of the Unsecured Creditors in accordance with the scheme of distribution as set out in section 

136 of the Act. 

 

(f)  Unsecured Creditors 

 

Unsecured Creditors, other than Preferred Creditors, with Proven Claims will be paid their 

proportionate share of the Funded Proposal Payments. 

 

(g) Employee Preferred Claims 

 

Immediately following the Effective Date, the Company will pay, in full, all proven Employee Preferred 

Claims, if any, pursuant to subsection 60(1.3) of the Act.   

 

(h) Claims Against Directors of the Company 

 

On performance of the terms of this Proposal, all claims against the directors, past and present, of the 

Company that arose before the Filing Date and that relate to the obligations of the Company where 
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the directors are by law liable in their capacity as directors for payment of such obligations, shall be 

compromised and extinguished pursuant to subsection 50(13) of the Act, except as provided by 

subsection 50(14) of the Act. 

 

(i) Inspectors 

 

The Proposal makes provision for a maximum of five (5) Inspectors to be elected at the meeting of 

creditors, who shall have the power to waive any default in the performance of any term of the 

Proposal; advise the Trustee with respect to such matters as the Trustee may refer to them; and, 

advise the Trustee with respect to any dispute which may arise as to the validity of Claims of Creditors. 

 

(j) Bankruptcy Reserve 

 

The Proposal makes provision for a holdback of funds from the Funded Proposal Payments to cover 

the administrative costs of a bankruptcy of the Company, if the Proposal is annulled and the Company 

becomes bankrupt.  If the Proposal is successful and fully performed, the Bankruptcy Reserve will be 

distributed, along with the rest of the Funded Proposal Payments, amongst the Unsecured Creditors 

on a pro rata basis. 

 

(k) Voting on Proposal 

 

For the Proposal to be accepted by Unsecured Creditors, a majority in number and two thirds in value 

of the Creditors present (personally or by proxy) at the meeting or voting by voting letter is required.  

The consequence of a rejected Proposal is an automatic deemed bankruptcy. 

 

 

3. Financial Position and Causes of Difficulties 

 

The Trustee has not prepared an in-depth analysis or audit of the Company’s financial statements but has 

based its findings and opinions on the assets and liabilities of the Company primarily from information provided 

to the Trustee by Management of the Company. Draft and unaudited financial statements for FYE December 

31, 2017 were made available to the Trustee, as well as various internal financial statements (current), external 

appraisals and other supporting documentation. 

 

The Proposal is substantially reliant on the Company’s cash flow, including the Company’s ability to continue 

operating in the ordinary course and collect payments from customers for sales made and work undertaken 

after the filing of the NOI.  The funds obtained from the sale of the Policy is intended to be used toward paying 

down the indebtedness outstanding to its primary secured creditor, NBC, thus reducing its secured debt service 

expenditure and improving cash flow. 

 

Management has reported that the Company experienced a significant reduction in sales revenue in 2017 of 

nearly 45%, which continued into 2018. The primary contributing factor to this reduction in sales related to a 

gradual decrease in the overall market demand for electricity, which led to the Company’s major customers 

having significantly less need for utility scale large gas and steam turbines and generators - the types of 

machines that are used in utility power plants. Management has further reported that, during this period, the 

global market for this type of equipment fell by over 75%, and affected many original equipment manufacturers, 

some of whom were major customers of the Company. The Company was unable to scale back its overhead 

expenditures in a timely fashion to counter the market contraction and, therefore, became unable to service its 

debts as they generally became due. 
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4. Identification and Evaluation of Assets  

 

The Company’s Statement of Affairs reflects that the approximate surplus value of the assets available for 

Unsecured Creditors in a bankruptcy scenario is $427,561. The Trustee notes that this number is merely an 

estimate that accounts for projected realizations and the interests of secured/priority creditors. The Trustee 

notes that the Company’s Statement of Affairs does not include an estimate for projected costs of realizations.   

 

The Trustee further notes that the Company’s Statement of Affairs has inadvertently and erroneously omitted 

certain assets reflected in the Company’s draft financial statements, which Management have identified as 

items that may have no realizable value.  The Trustee has included its analysis of these assets in this report. 

 

All the Company’s assets, properties and undertakings appears to be encumbered in favour of its primary 

secured creditor, NBC, and subordinate secured creditor, Samuel Stupp (in such capacity and together with 

NBC, the “Secured Parties”), each via general security agreements.  

 

 

5. Conduct of the Debtor 

 

The Trustee has undertaken an initial review of the Company’s bank statements for the twelve-month period 

preceding the Filing Date.  On its initial review, the Trustee was not able to identify preferences that the 

Company may have been a party to.  

 

The Trustee notes, however, that there appear to have been various inter-company transactions between the 

Company and PPI (the US subsidiary). The Trustee has not undertaken a full review or accounting of inter-

company transactions; however, it is further noted that PPI has effectively ceased operations and has turned 

over substantially all of its inventory to the Company.  Therefore, if preference or transfer at undervalue 

proceedings are applicable, there would be no expected recovery from an inoperative subsidiary that has 

transferred all its remaining inventory to the Company. 

 

Based on the foregoing, the Trustee believes it is reasonable to include paragraph 34 of the Proposal.   

 

 

6. Creditors’ Claims 

 

The Notice to Creditors of the meeting of creditors included in this package provides detailed instructions for 

completion and submission of the Proof of Claim, Proxy and Voting Letter.   

 

The Statement of Affairs reflects the liabilities of the Company.  As of the date of this report, the Trustee has 

not received any Claims. 

 

The Proposal Trustee has received an opinion (the “Security Opinion”) from its independent legal counsel, 

McMillan LLP (“McMillan”), confirming that, subject to the typical qualifications and assumptions, the securities 

of the Secured Parties are each valid and enforceable as against a trustee in bankruptcy.  

 

 

7. Previous Business Dealings with the Debtor 

 

The Trustee was engaged by the Company on June 26, 2018, prior to the Filing Date, to assist in the 

assessment of the financial position of the Company and to determine if the Company could make a viable 

proposal to its creditors.  

 

It is the Trustee’s opinion that it is not in a possible conflict of interest. 
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8. Remuneration of the Trustee 

 
Notwithstanding any other provision of this Proposal, or any Amended Proposal, the Administrative Fees 
and Expenses shall be paid in priority to all Claims.  Payment of all proper Administrative Fees and 
Expenses of the Trustee, on and incidental to the proceedings arising out of the Proposal, or in the 
bankruptcy, if any, will be made in priority to all claims and are payable by the Company in addition to the 
Funded Proposal Payments. The Trustee will be at liberty to withdraw and pay such Administrative Fees 
and Expenses at any time and from time-to-time subject to final approval by the Court or Registrar in 
Bankruptcy, as applicable, upon completion of the Proposal.  The Trustee's fees shall be billed based on 
the actual time incurred on the engagement and charged at its standard hourly rates, plus any applicable 
taxes.  
 
The Trustee's disbursements will be charged in addition to its fees based on the actual costs incurred and/or 
as allowed by tariff. 
 
The Trustee notes that it has invoiced a total of $149,669.04 in respect of Administrative Fees and 
Expenses to date, including fees, disbursements and applicable taxes; and, has a remainder of funds from 
its retainer in the amount of $38,565.96.   

 

 

9. Statement of Estimated Realization 

 

A condensed schedule of assets and liabilities, including estimated realizations, is attached hereto as Schedule 

‘A’ (the “Estimated Realizable Value Schedule” or “ERV Schedule”).  As noted above, certain assets in the 

Company’s financial statements were inadvertently and erroneously omitted from the Company’s Statement of 

Affairs, however, the ERV Schedule makes note of, and comments on, each of these assets in addition to the 

assets listed on the Statement of Affairs.  Notes and assumptions explaining the estimated realizable value of 

each line item are included in the ERV Schedule. 

 

The following comments should be read in conjunction with the ERV Schedule. 

 

Proposal Scenario 

 

As noted above, the Proposal offers a grand total of $500,000.00 to satisfy Proven Claims of Unsecured 

Creditors and Preferred Creditors.  The Company shall pay a minimum of $16,666.00 per month for thirty 

months to the Trustee for the benefit of its creditors. 

 

The terms and payments contemplated by the Proposal and explained above will provide for the full and 

complete satisfaction of all debts and liabilities of the Company as at the Filing Date.   

 

In addition, the Proposal provides for the compromise of all debts, obligations and liabilities that may be 

assessed against, or devolve upon, the directors of the Company by their being directors or controlling minds 

of the Company. 

 

It is estimated that the Unsecured Creditors may receive a dividend of approximately 35% of the claims (less 

the levy payable to the Superintendent of Bankruptcy) in a proposal scenario, subject to the final total value of 

the pool of Proven Claims of Unsecured Creditors. 

 

If the Proposal is rejected by the Creditors at the meeting of creditors, this would automatically result 

in a deemed bankruptcy of the Company under the Act.  In a bankruptcy scenario, a shutdown of the 
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business and a forced liquidation of the assets would likely ensue. 

 

Bankruptcy Scenario 

 

Based on the analysis above and in the attached ERV Schedule, the estimated realization on assets in a 

bankruptcy scenario may be between NIL and approximately $427,000.00.  It is estimated that the Unsecured 

Creditors may receive a dividend of between 0% and 22% of their claim (less the levy payable to the 

Superintendent of Bankruptcy) in a bankruptcy scenario, subject to various constraints and contingencies 

coming to fruition. 

 

It should be noted that the pool of Claims of Unsecured Creditors may be larger in a bankruptcy scenario, due 

to the potential for a substantial claim from the Company’s landlord for mitigated damages in respect of its 

commercial tenancy lease, and by additional employee claims terminated as a result of the bankruptcy, thus 

diluting the pool of Claims by Unsecured Creditors and the dividends, if any, otherwise payable to Unsecured 

Creditors. 

 

In addition, in a bankruptcy scenario, the Secured Creditors are entitled to enforce their security by appointing 

a receiver to liquidate the assets of the Company. Any additional professional fees associated with a 

receivership proceeding would also have the effect of diluting the pool of Claims by Unsecured Creditors and 

the dividends, if any, otherwise payable to Unsecured Creditors.  

 

 

Summary 

 

Therefore, in a bankruptcy scenario, it is a possibility that there will be no funds available for distribution 

amongst Unsecured Creditors.  The Trustee has estimated a recovery range of between nil and $427,000.00 

for Unsecured Creditors in a bankruptcy scenario, compared to the net amount of $481,000.00 being offered 

under the Proposal.  

 

 

10. Recommendations and Summary 

 

The Trustee is required by the Act to report on the state of the Company’s business and financial affairs.  The 

Trustee recommends acceptance of the Proposal for the following reasons: 

(a) Under a bankruptcy scenario, the amount available for distribution amongst Unsecured 

Creditors is subject to various contingencies and constraints, with no guarantee of any 

dividend being available for Unsecured Creditors; 

(b) The Proposal provides for Unsecured Creditors to receive a substantial dividend in respect of 

their proven Claims (before the applicable levy payable to the Superintendent of Bankruptcy), 

being approximately 35% of expected Claims of Unsecured Creditors; 

(c) It is likely that the Proposal will provide for a greater dividend to Unsecured Creditors than in 

a bankruptcy scenario; 

(d) The Proposal enables the continuation of employment for the Company’s employees; and 

(e) The amount offered under the Proposal is a sum certain in money. 

 

 

 



Page 8 

 

 
11. Voting on the Proposal 

 

To vote on the Proposal, it is necessary to file a Proof of Claim that must be accepted by the Trustee 

and to, either, attend the meeting in person or by proxy, or complete the voting letter that is included 

in the Proposal notice documentation.  These documents must be provided to the Trustee prior to the 

start of the meeting set for December 7, 2018 at 10:00 A.M. (Eastern/Toronto Time). At the meeting of 

creditors, the creditors (by ordinary resolution of those present in person or by proxy) may vote to adjourn the 

meeting of creditors to a future date for the creditors to further investigate the Company’s financial affairs. 

 

 

DATED AT TORONTO this 23rd day of November 2018. 

 

A. FARBER & PARTNERS INC., LIT  

The Trustee acting in re the Proposal of  

Process Products Limited 

 

 

 

Per: Hylton Levy, CPA, CA, CIRP, LIT 



Notes  Net Book Value 

 Estimated Proposal 

Realization 

 Estimated 

Bankruptcy 

Realization (LOW) 

 Estimated 

Bankruptcy 

Realization (HIGH) 

Proposal Payments

Payments to Employee Creditors 1                           22,116 

Funded Proposal Payments                         500,000 

Total Proposal Payments                         522,116 

Assets

Current Assets

Cash 2 111,308                        111,308                      111,308                      

Accounts Receivable 3 548,538                        220,792                      331,188                      

Inventory 4 2,117,064                     175,000                      175,000                      

Due from Shareholders 5 312,562                        -                             312,562                      

Due from Subsidiaries 6 5,493,126                     -                             -                             

Prepaid Expenses 7 201,250                        -                             -                             

Subtotal Current Assets 8,783,848                     507,100                      930,058                      

Less WEPP provision ($2,000 per employee) (38,116)                      (38,116)                      

Less WEPP provision ($1,000 per travelling salesperson) -                             -                             

Total current assets 8,783,848                     468,984                      891,942                      

Capital Assets

Plant and Equipment 8 400,328                        121,500                      121,500                      

Income Taxes (Loss carry forward) 9 1,037,401                     -                             829,921                      

Insurance Policy - Barbara Stupp 10 -                               -                             -                             

Total Assets 10,221,577                   590,484                      1,843,363                   

Liabilities 

Insolvency Administration Fees and Expenses 11 (50,000)                      (50,000)                      

Legal Fees and Expenses 11 (20,000)                      (20,000)                      

Liquidation Expenses - Landlord, Employees, Supplies 12 -                               (115,000)                    (115,000)                    

Deemed Trust -                             -                             

Crown Claim - Payroll Source Deductions (Employee Portion)13 -                               -                             -                             

Employee Distribution - Proposal Only 1 (22,116)                        

Amount Available to Secured Creditors 405,484                      1,658,363                   

Secured Creditors 14

National Bank of Canada (600,918)                    (600,918)                    

Amount Available after NBC Indebtedness (195,434)                    1,057,445                   

Sam Stupp (580,000)                    (580,000)                    

Surplus/(Deficit) Available for Preferred and Unsecured Creditors 500,000                       (775,434)                    477,445                      

Less payment to Preferred Creditors 15 (18,725)                        (50,000)                      (50,000)                      

Surplus(Deficit) Available for Pool Of Unsecured Creditors 481,275                       (825,434)                    427,445                      

Estimated Pool of Unsecured Creditor Claims 16 1,387,919                    1,987,919                   1,987,919                   

Estimated Recovery (before levy to Superintendent of Bankruptcy) 35% -42% 22%

Notes: 

1. Additional funds payable to employees in respect of Employee Preferred Claims.

2. The cash on hand amounts to $67,551.50 CAD and $33,658.79 USD, which has been converted to CAD at a rate of 1.30.

5. Unaudited financial statements provided by the Company as at December 31, 2017 indicate that approximately $312,000 is owing from the shareholders of the Company.  It 

is currently unclear what the current balance of these loans are and whether they will be applied against shareholder loans made to the Company. A full recovery is estimated 

for the purposes of this Proposal, however, it is unclear as to whether shareholder loans are fully recoverable.

7. Prepaid expenses include deposits with the landlord, utilities and other service providers.  In a bankruptcy scenario, recovery of prepaid expenses is estimated to be nil or 

nominal.

8.  The net book value of furniture, plant and computer equipment at December 31, 2017 for the combined PPL Group is $400K.  Based on liquidation appraisals and net 

minimum guarantees received, estimated recoveries in a bankruptcy scenario may be $121,500.

9. The Company filed its 2017 income tax return which reports a loss for the 2017 tax year of $5,326,165.  This results in an expected tax refund in respect of the current 2017 

tax year as well as tax refunds for loss carryback years as shown below in the amount of $1,037,401.  Management has conservatively estimated that 80% of the refund will be 

recoverable in a bankruptcy (HIGH), after factoring in the potential for reassessments against income tax and other tax accounts and professional fees associated with 

completion of the returns and audits. It is unclear if any of these amounts are recoverable in either a bankruptcy or proposal scenario.  In a bankruptcy (LOW) scenario, the 

recovery may be nil. In a proposal scenario, the amount received may be further reduced by debt forgiveness provisions of the Income Tax Act on completion of the Proposal. 

6. Unaudited financial statements provided by the Company as at December 31, 2017 indicated that approximately $5.3MM is owing from the subsidiaries of the Company.  

Based on the information available to the Trustee, the subsidiaries had a combined operating loss in fiscal 2017 of approximately $1.77MM. Business operations have 

essentially ceased in the U.S., which accounts for most of the amount due from subsidiaries. Accordingly, it is currently unclear as to whether these loans will be recoverable 

Schedule 'A'

Process Products Limited

Estimated Realizable Value Schedule

4. Inventory on hand was reviewed and appraised by 2 appraisers in September 2018.  The estimated bankruptcy realization is based on the net minimum guarantee figures 

and estimates of the appraisers at that time.  Since September 2018, management of the Company have advised that there has not been a material change to the inventory on 

hand, as most sales consisted of new inventory orders.  For the purposes of the Proposal, no material change has been recorded or accounted for.  Actual inventory 

3. Accounts receivable for PPL, PPI and PPM on a consolidated basis at November 15, 2018 amounts to C$548,538.  The amount realizable in  bankruptcy (HIGH) is 

estimated to be 75% of accounts receivable aged at less than 60 days; and, for bankruptcy (LOW), 50% of accounts receivalbe aged at less than 60 days.

Comparison of Projected Realizations to Creditors in Proposal and Bankruptcy Scenarios

November 16, 2018



Policy Value - on 

death

Cash Surrender Value

Barbara Stupp                      1,000,000  Nil 
Sydney Stupp  unknown  Nil 

Marcela Acosta  unknown  Nil 
Total                      1,000,000                                  -   

13. The above analysis assumes that all outstanding amounts in respect of payroll/source deductions are made in the normal course.

10.  Management has advised that the Company is the named beneficiary on a number of life insurance policies including:

16. The pool of Unsecured Creditors may be larger in a bankruptcy scenario depending on contingent Claim of the landlord for damages relating to the remainder of the lease 

term after the lease is disclaimed by the trustee.  The pool of Unsecured Creditors in a bankruptcy scenario has been estimated based on full unmitigated damages owing to 

the landlord to the end of the lease term.  Actual results may vary.

Management had previously reported that, per Canadian Life Settlements, the liquidation value of the life insurance policies depends on medical findings and age of the 

insured.  In a Proposal scenario, the Company may be able to assign the policies to certain parties.  In a bankruptcy scenario, the policies have no cash surrender value.  

Creditors, subject to the rights of Secured Creditors, may wish to fund the premiums of the policies in a bankruptcy scenario, which equate to approximately $22,000 per 

annum.  Without funding the policies would be abandoned by the bankruptcy estate and realizations would be nil. 

11. In a Proposal scenario, Administration Fees and Expenses, which are the professional fees of the Trustee, its counsel and the Company's counsel, as well as 

administrative disbursements, will be paid in addition to the Funded Proposal Payments.  In a bankruptcy scenario, fees of the Licensed Insolvency Trustee would be paid out 

of the estate's realizations, subject to the rights of secured creditors.

12. Management has estimated liquidation expenses in a bankruptcy scenario (rent, payroll and general overhead) to be in the range of $115,000 to $125,000. Any liquidation 

of inventory would require the premises for a minimum of 2 months and would require a number of employees to finalize accounting and sttautory returns, as well as logistical 

14. The amounts outstanding to the secured creditors is based on the Company's records.  In a bankruptcy scenario, realizations may be further reduced by professional fees 

of a receiver appointed by a secured creditor.  McMillan LLP has provided independent legal opinions opining that the secured loans for National Bank of Canada and Samuel 

Stupp are vaild and enforceable as against a trustee in bankruptcy. 

15. Landlord's estimated Preferred Claim, which is reduced by the amount of rent payable for the premises in a liquidation scenario.
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Toronto, ON   M5H 3S5 

P: 1.855.775.8777 

F: 1.416.496.3839 

 

Bankruptcy and Insolvency Act 

PROOF OF CLAIM  

 

All notices or correspondence regarding this claim must be forwarded to the following address:  

                              
 

IN THE MATTER OF THE PROPOSAL of PROCESS PRODUCTS LIMITED, of VAUGHAN, ONTARIO and the claim of  

         , creditor. 
 

I,                         (name of creditor or representative of the creditor),  

of           (city and province) do hereby certify: 
 

1. That I am a creditor of the above-named debtor (or that I am        (state position or title) of 

             (name of creditor or 

representative of the creditor)). 
 

2. That I have knowledge of all the circumstances connected with the claim referred to below. 
 

3. That the debtor was, at the date of  proposal, namely the 16th day of November, 2018, and still is, indebted to the creditor in the sum 

of $    , as specified in the statement of account (or affidavit) attached and marked Schedule “A”, after 

deducting any counterclaims to which the debtor is entitled. (The attached statement of account or affidavit must specify the vouchers 

or other evidence in support of the claim.) 
 

4. (Check and complete appropriate category.) 
  

 A.  UNSECURED CLAIM OF $      

 That in respect of this debt, I do not hold any assets of the debtor as security and (check appropriate description): 

 Regarding the amount of $    , I claim a right to a priority under section 136 of the Act. 
 

 Regarding the amount of $    , I do not claim a right to a priority. 
(Set out on attached sheet details to support priority claim.) 

 

 B.  CLAIM OF LESSOR FOR DISCLAIMER OF A LEASE $        

 That I hereby make a claim under subsection 65.2(4) of the Act, particulars of which are as follows: 
 (Give full particulars of the claim, including the calculations upon which the claim is based.) 
 

  C.  SECURED CLAIM OF $      

 That in respect of this debt, I hold assets of the debtor valued at $     as security, particulars 

of which are as follows:  (Give full particulars of the security, including the date on which the security was given and the value at which you assess 

the security, and attach a copy of the security documents.) 
 

  D.  CLAIM BY FARMER, FISHERMAN OR AQUACULTURIST OF $      

 That I hereby make a claim under subsection 81.2(1) of the Act for the unpaid amount of $    . 
 (Attach a copy of sales agreement and delivery receipts.) 
 

  E.  CLAIM BY WAGE EARNER OF $      
 

 That I hereby make a claim under subsection 81.3(8) of the Act in the amount of $     
 

 That I hereby make a claim under subsection 81.4(8) of the Act in the amount of $     
 

 

 F.  CLAIM BY EMPLOYEE FOR UNPAID AMOUNT REGARDING PENSION PLAN OF $      

 That I hereby make a claim under subsection 81.5 of the Act in the amount of $     
 

 That I hereby make a claim under subsection 81.5 of the Act in the amount of $     

 

 G.  CLAIM AGAINST DIRECTOR $      
 (To be completed when a proposal provides for the compromise of claims against directors.) 

 That I hereby make a claim under subsection 50(13) of the Act, particulars of which are as follows: 
 (Give full particulars of the claim, including the calculations upon which the claim is based.) 
 

  H.  CLAIM OF A CUSTOMER OF A BANKRUPT SECURITIES FIRM $      

 That I hereby make a claim as a customer for net equity as contemplated by section 262 of the Act, particulars of which are as 

follows: 
 (Give full particulars of the claim, including the calculations upon which the claim is based.) 
 

5. That, to the best of my knowledge, I am (or the above-named creditor is) (or am not or is not) related to the debtor within the meaning 

of section 4 of the Act, and have (or has) (or have not or has not) dealt with the debtor in a non-arm’s-length manner.
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6. That the following are the payments that I have received from, the credits that I have allowed to and the transfers at undervalue within 

the meaning of subsection 2(1) of the Act that I have been privy to or party to with the debtor within the three months (or, if the 

creditor and the debtor are related within the meaning of section 4 of the Act or were not dealing with each other at arm’s length, 

within the 12 months) immediately before the date of the initial bankruptcy event within the meaning of subsection 2(1) of the Act: 
(Provide details of payments, credits and transfers at undervalue.) 

 

7. (Applicable only in the case of the bankruptcy of an individual) 

 

 Whenever the trustee reviews the financial situation of a bankrupt to re-determine whether or not the bankrupt is required to make 

payments under section 68 of the Act, I request to be informed, pursuant to paragraph 68(4) of the Act, of the new fixed amount 

or of the fact that there is no longer surplus income. 

 I request that a copy of the report filed by the trustee regarding the bankrupt’s application for discharge pursuant to subsection 

170(1) of the Act be sent to the above address.  (Applicable only in the case of the bankruptcy of an individual.) 
 

 

Dated at       this     day of      20______. 

 

 
Witness:       Creditor:        

 

 

Phone Number:       

 

Fax Number:       

 

Email:        
 

NOTES:  If an affidavit is attached, it must have been made before a person qualified to take affidavits. 

If a copy of this Form is sent electronically by means such as email, the name and contact information of the sender, prescribed 

in Form 1.1 must be added at the end of the document. 

WARNING: A trustee may, pursuant to subsection 128(3) of the Act, redeem a security on payment to the secured creditor of the debt or the 

value of the security as assessed, in a proof of security, by the secured creditor. 

 Subsection 201(1) of the Act provides severe penalties for making any false claim, proof, declaration or statement of account. 

General 
 

The signature of a witness is required. 

This document must be signed personally by the individual completing the declaration. 

Give the complete address where all notices or correspondence is to be forwarded. 

For your claim to be valid, you must provide supporting documentation (i.e., invoice or statement of account).  The amount on the 

statement of account must correspond to the amount indicated on the proof of claim (see Item 3 below). 

Item 1 – Creditor must state full and complete legal name of company or firm. If the individual completing the proof of claim is not the 

creditor himself, he must state his position or title. 

 

Item 3 – The statement of account must be complete. A detailed statement of account of the last three months must be attached to the 

proof of claim and must show the date, the number and the amount of all the invoices or charges, together with the date, the number and 

the amount of all credits or payments. 

 

Item 4 – Please strike out those phrases that do not apply. 

• An unsecured creditor must indicate whether he does or does not claim a right to a priority. A schedule must be attached to support 

priority claims. 

• If you are filing as a secured creditor, a certified copy of the security documents must be attached to the proof of claim. 

• If making a claim as a farmer, fisherman or aqua culturist, attach a copy of sales agreement and delivery documents. 

 

Item 5 – All claims must indicate if they are or are not related to the debtor, as defined in Section 4 of the Bankrupt Act, by striking out 

“are” or “are not.”  If you are related by blood or marriage to the debtor, you should consider yourself to be a related person.  If the 

bankrupt is a corporation, you would be considered to be related to it if you were a shareholder or if your company was controlled by the 

same shareholders as the bankrupt corporation. 

 

Item 6 – All Claimants must attach a detailed list of all payments or credits received or granted as follows: 

• within the three (3) months preceding the bankruptcy or the proposal, in case where the claimant and the debtor are not related. 

• within the twelve (12) months preceding the bankruptcy or proposal, in the case where the claimant and the debtor are related. 
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PROXY 
 

All signatures must be witnessed. 

A creditor may vote either in person or by proxy. 

A debtor may not be appointed a proxy to vote at any meeting of his creditors. 

The trustee may be appointed as a proxy for any creditor. 

In order for a duly authorized person to have a right to vote he must himself be a creditor or be holder of a properly executed proxy. 

The name of the creditor must appear in the proxy. 
 

Completed forms can be sent by: 

 

Mail: Ms. Geanina Schmidt 

A. Farber & Partners Inc., Trustee 

150 York Street, Suite 1600 

Toronto, ON  M5H 3S5 

 

Fax: 416 496-3839 

 

Email: gschmidt@farbergroup.com 

 

Note: As an original claim is not necessary, multiple copies of your claim do not need to be sent.  One copy of your claim and 

supporting documentation, either by mail, fax or email, would suffice. 
 
 

GENERAL PROXY 
 

 

IN THE MATTER OF THE PROPOSAL of PROCESS PRODUCTS LIMITED 

an insolvent person. I (or We),             

(name of creditor), of         (name of city, town or village), a creditor in the 

above matter, hereby appoint       or,       to be my (or 

our) general proxy in the above except as to the receipt of dividends, with (or without) power to appoint another general proxy in his or her 

place. 

 

Dated at        this     day of     , 20_____. 

 

 

                

Witness       Individual Creditor    (Telephone no.) 

 

 

               

       Name of Corporate Creditor 

 

 

       Per:        

Witness       Name and Title of Signing Officer  (Telephone no.) 

 

mailto:gschmidt@farbergroup.com


Revised: September 2011 

 

 
 

Estate No. 31-2402270 
 

 
IN THE MATTER OF THE PROPOSAL OF 

PROCESS PRODUCTS LIMITED 
OF THE CITY OF VAUGHAN, IN THE PROVINCE OF ONTARIO 

 
 

VOTING LETTER 
 

I,           , creditor (or 

I,                 , representative 

of       , creditor), of       

(name of city), a creditor in the above matter for the sum of $                    

hereby request the Trustee acting with respect to the Proposal of PROCESS 

PRODUCTS LIMITED to record my vote    (“For” or “Against”) the 

acceptance of the Proposal as made on the 16th day of November, 2018. 

 
 

DATED AT     this    day of    , 20          . 

 
 

 
________________________  _______________________ 
Witness Signature     Individual Creditor Signature 

 
       _______________________ 
       Name of Corporate Creditor 

 
 
________________________  Per:__________________________ 

Witness Signature     Name and Title of Signing Officer 
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