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Introduction

1. This second report (“Second Report”) is filed by BDO Canada Limited in its capacity

as proposal trustee (in such capacity, the “Proposal Trustee”) in connection with a

Notice of Intention to Make a Proposal (“NOI”) filed on October 27, 2020 (“Proposal

Proceeding”) by Welland Forge Corp. (“WFC” or the “Company”) pursuant to section

50.4(1) of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended

(“BIA”).  A copy of the Certificate of Filing a Notice of Intention to Make a Proposal

is attached as Appendix “I”.

2. Welland Forge Corp. (“WFC” or the “Company”) is an Ontario corporation located

in Welland, Ontario.  Prior to ceasing operations in late October 2020, the Company

provided custom metal forgings to create high strength metal parts for various

industries, including automotive, truck and trailer, and oil and gas.

3. According to WFC, the Company’s business was no longer economically viable and

has not been for at least the past four years.  Due to growing operating losses

exacerbated by the departure of a significant customer in October 2020, the

Company decided to wind down its business.

4. On November 25, 2020, the Company sought and obtained an order, among other

things, approving the sale of three discrete items of forging equipment to a related

company and an Administration Charge in favour of the Professional Group.   In

support of this motion, the Proposal Trustee filed with this Court its first report,

dated November 19, 2020 (“First Report”).

5. On November 26, 2020, the Company filed a Proposal to its creditors under the BIA

(the “Proposal”) and e-filed a copy with the Official Receiver on the same day. A

copy of the Proposal is attached as Appendix ‘II’.

6. The first meeting of creditors in these proposal proceedings was held on December

17, 2020, and the Proposal was formally accepted by the statutory required majority

of creditors.
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7. The Second Report is submitted by the Proposal Trustee for an order:

a. approving the Proposal; and

b. approving the Second Report and the activities of the Proposal Trustee as

set out herein.

Purpose of First Report

8. The purpose of this Second Report is to provide the Court and creditors with

information related to the relief sought by the Proposal Trustee.  This Second Report

provides:

a. information regarding the Company and its Proposal Proceeding;

b. information regarding the Company’s Proposal;

c. the Company’s creditor claims; and

d. a description of the activities of the Proposal Trustee;

Restrictions

9. In preparing this Second Report, the Proposal Trustee has relied upon unaudited

financial information prepared by the Company’s representatives, the Company’s

books and records and discussions with its representatives.  The Proposal Trustee has

not performed an audit or other verification of such information.  An examination of

the Company’s financial forecasts as outlined in the Canadian Institute of Chartered

Accountants Handbook has not been performed.  Future oriented financial

information relied upon in this Second Report is based on assumptions formulated by

the Company’s representatives regarding future events; actual results achieved may

vary from this information and these variations may be material.

10. Capitalized terms used herein and not defined in this Second Report shall have the

meaning ascribed to them in the First Report, as applicable.

11. All references to dollars are in Canadian currency unless otherwise specified.
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Activities of the Proposal Trustee

Notice to Creditors

12. In accordance with its obligations under the BIA, the Proposal Trustee mailed notices

to all known creditors of the Company regarding the filing of the NOI on October 27,

2020.

13. These notices were in two different forms: i) one for the trade and other creditors

and, ii) one for the Former Employees.  The notice to the Former Employees provided

additional details to address any questions the Former Employees may have regarding

the Proposal Proceeding.

14. On December 1, 2020, the Proposal Trustee gave notice to the Company, the Official

Receiver, and to every known creditor affected by the Proposal of the calling of the

first meeting of creditors (the “FMC”) to be held on December 17, 2020 to consider

the Proposal.  The FMC was to be held via teleconference and pursuant to COVID-19

protocol.  Attached as Appendix “III” is a copy of the Affidavit of Mailing which

contains a list of known creditors affected by the Proposal.

15. Included with the notice was a condensed statement of the Company’s assets and

liabilities, a list of the creditors affected by the proposal who have claims of $250 or

more and showing the amounts of their claims, a copy of the proposal, a form of

proof of claim and proxy in blank and a voting letter.  A copy of the condensed

statement and the list of creditors is attached as Appendix “IV”.

16. As part of this Proposal Proceeding, the Proposal Trustee made an inquiry into the

liabilities of the Company, the Company’s assets and the value thereof, the

Company’s conduct and the causes of the Company’s insolvency.  A copy of the

Proposal Trustee's Report to Creditors, exclusive of enclosures, is attached as

Appendix ‘V’.

17. On January 18, 2021, the Proposal Trustee sent to the Company, the Official Receiver

and every creditor who has proved their claim a Notice of Hearing the Application

for Approval of the Proposal by the Court.  A copy of the notice and a list of creditors
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to who it was sent is attached as Appendix ‘VI’.

18. In addition, the Proposal Trustee posted the Proposal and relevant documents

regarding the Proposal Proceeding on its website for these proceedings:

https://www.bdo.ca/en-ca/extranets/wellandforge.

Communicating with Creditors

19. The Proposal Trustee has and continues to field calls, answer questions and update

the Former Employees and other creditors on the Proposal Proceedings.

20. The Proposal Trustee has also had discussions and engaged with Unifor Local 199 (the

“Union”) (previously incorrectly identified as Local 523 in the First Report) to

maintain transparency and encourage open communication with respect to the

Proposal Proceeding.

21. Numerous employees and the Union expressed concern with completing their proof

of claim forms properly to enable them to vote at the meeting of creditors and

participate in this Proposal Proceeding.  The Proposal Trustee assisted the Union and

non-unionized employees with completing their proof of claim forms ahead of the

FMC.

22. Subsequent to the FMC, on December 18, 2020, the Proposal Trustee issued its Notice

Requiring Person to Prove Claim, pursuant to s. 149 of the BIA, to those unsecured

creditors who have not submitted or proven a claim to the Proposal Trustee.

23. The Proposal Trustee also continues to report to TD regarding key events in the

administration and the status of the Proposal Trustee’s weekly monitoring of the

Company.

Cash Flow Projection

24. In support of its Proposal, the Company submitted an updated cash flow projection.

A copy of the Company’s updated cash flow projection and related assumptions for

the period ending February 27, 2021, together with management’s report on the cash
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flow projection (as required under subsection 50.4(2)(c) of the BIA) is attached as

Appendix ‘VII’.

25. Based on the Proposal Trustee’s review of the updated cash flow projection, there

are no material assumptions which seem unreasonable in the present circumstances.

The Proposal Trustee’s report for the Company on the cash flow projection (as

required under subsection 50.4(2)(b) of the BIA) is attached as Appendix ‘VIII’.

Monitoring Receipts and Disbursements

26. The Proposal Trustee continues to monitor and review WFC’s cash flow, financial

reporting, and receipts and disbursements on a weekly basis.

Proven Creditor Claims

27. The Proposal Trustee continues to receive proofs of claim from the Company’s

unsecured creditors.  As of the date of this report, the Proposal Trustee has received

and admitted:

Related entities

28. The Company’s Statement of Affairs reports four non-arm’s length creditors (the

“Related Party Creditors”), as follows:

i) Former Employee Claims 1,943,208.48$

ii) Trade Creditor Claims 666,272.36

2,609,480.84$

i) G & J Capital Inc. 6,632,165.00$

ii) IHT Limited Partnership 34,631.32

iii) IMT Partnership 26,363.98

iv) Welland Forge Land Corp. 1,810,467.00

8,503,627.30$
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29. The Company has reported the Related Party Creditors as unsecured.

30. The Related Party Creditors have agreed to postpone and waive any dividend

distribution, which would have otherwise been payable to them on their proven

claims, to allow for a maximum realization to the proven arm’s length creditors.

31. The Proposal Trustee is in receipt of the respective executed Postponement & Waiver

forms.

The Toronto-Dominion Bank

32. WFC, as guarantor, is a party to a $65 million Credit Agreement between G&J, as

borrower, and TD, as administrative agent on its own behalf and on behalf of certain

other lenders.  In addition to WFC, there are several other related entity guarantors

that are parties to the Credit Agreement.

33. TD has advised WFC that the Company’s insolvency and this Proposal Proceeding are

defaults under the Credit Agreement.  Subject to certain conditions and covenants,

TD agreed to forbear from exercising its rights under the Credit Agreement to

facilitate WFC’s wind down, liquidation and proposal to unsecured creditors.

34. TD, WFC, G&J and the related corporate guarantors entered into a Forbearance

Agreement.

35. Pursuant to the Forbearance Agreement, the Company sought and obtained am order

lifting the stay of proceedings in the Proposal Proceeding to permit TD to exercise

any and all rights and remedies available to TD in respect of WFC and its property.

36. It is also a condition of the Forbearance Agreement that any proposal made by WFC

stipulate that TD is an unaffected creditor.

37. The Proposal Trustee engaged its legal counsel, Miller Thomson LLP (“MT”), to

undertake a security review of TD’s security and to provide a legal opinion on the

validity and enforceability of the security held by TD.  MT has advised the Proposal

Trustee that subject to the usual qualifications and assumptions, it is of the opinion
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that the security granted by WFC in favour of TD creates a valid security interest and

is enforceable in accordance with its terms.

38. Accordingly, WFC’s Assets are subject to TD’s security interest.

First Meeting of Creditors

39. The FMC was held on December 17, 2020, and was presided over by the Proposal

Trustee as Chairperson.

40. Prior to the FMC, the Proposal Trustee received and admitted sixty-nine (69) proofs

of claim: fifty-two (52) from the Former Employees (8 non-unionized and 44

unionized) and seventeen (17) from trade creditors.  From the proofs of claim

submitted, a total of sixty-six (66) included a voting letter.  Five (5) creditors

appointed the Proposal Trustee as their proxy.

41. As the Chairperson opened the FMC it became apparent there was a technical issue

with the teleconference call-in details provided in the Proposal Trustee’s Notice of

Proposal to Creditors.  While the Proposal Trustee and Company representative were

in attendance, the Proposal Trustee immediately received emails from the Proposal

Trustee’s counsel and the Union’s representative, proxy for approximately forty-four

former employees of the Company, advising that they were unable to dial in.  At the

time of the meeting no other creditor contacted the Proposal Trustee expressing

their inability to attend the meeting.  The Proposal Trustee called the Union’s

representative and connected the representative into the meeting.

42. The Chairperson delayed the meeting for an additional fifteen minutes to ensure no

other creditors communicated their inability to join the meeting.

43. Throughout the administration, the Proposal Trustee’s main communication with the

creditors has been via telephone calls and email communications.  Accordingly, the

Chairperson was of the view that any creditor that experienced difficulty joining the

FMC would attempt to contact the Proposal Trustee to enquire.  Additionally, the

Proposal Trustee did not receive any further proofs of claim during the fifteen minute

delay.
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44. Having received no other enquiries or proofs of claim, the Chairperson proceeded

with the FMC.

45. The Proposal Trustee reported to the meeting on its investigation of the Company’s

affairs.  A vote was taken and the Proposal was formally accepted by the required

majority of creditors.

46. Total claims of the Class I - Former Employees admitted and voted were

$1,746,996.48, consisting of fifty-one (51) claims.  The Former Employees voted

unanimously in favour of the Proposal as filed.

47. Total claims of the Class II - Trade Creditors admitted and voted were $356,835.49,

consisting of fifteen (15) claims.  Only one voting trade creditor, having a claim of

$4,810.71, voted against the Proposal as filed.  Accordingly, the required majority

of Trade Creditors also approved the Proposal as filed.  A true copy of the Minutes of

the First Meeting of Creditors is attached as Appendix ‘IX’.

Conclusion and Recommendation

48. The Proposal Trustee is of the opinion that:

(a) The assets of the Company and the fair realizable value thereof are as follows:

As Declared Realizable

Accounts receivable $ 1,990,000 $ Encumbered

Equipment and tooling 930,000 Encumbered

Inventory 1,480,000 Encumbered

Prepaid 109,000 Nil

$ 4,509,000 $ Nil

(b) The liabilities of the Company are as follows:

As Declared As Filed

Secured $ 4,400,250 $ Nil

Preferred Nil Nil

Unsecured 11,280,134 2,609,481

Contingent 30,600,000 Nil

$ 46,280,384 $ 2,609,481
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49. The Proposal Trustee is further of the opinion that:

(a) The causes of the insolvency of the Company are as follows:

(i) The Company has experienced increasing financial difficulties over the past

several years.  WFC has incurred approximately $5 million in aggregate

operational losses over the last five years.

(ii)  Further, in early 2020, the Company lost its largest customer to an overseas

competitor.  The customer historically represented approximately 65% of the

Company’s sales.

(iii)  As of the date of the NOI filing, WFC does not have any contracts or ongoing

operations, except for the limited ongoing delivery of finished goods to wind

down its remaining inventory.

(b) The conduct of the Company is not subject to censure.

(c) There are facts mentioned in section 173 of the Bankruptcy and Insolvency Act,

which may be proved against the Company:

(i) The assets of the Company are not of a value equal to fifty cents on the dollar

on the amount of the Company’s unsecured liabilities although not necessarily

due to circumstances for which the Company can justly be held responsible.

(d) The following facts should also be considered:

(i) Management has co-operated with maximizing realization of the Company’s

assets for the benefit of creditors, and at a cost more economical than a

bankruptcy trustee would have incurred;

(ii) Ordinary creditors will experience a recovery that they may not otherwise

obtain in a bankruptcy;

(iii) Pursuant to the Forbearance Agreement, the Company has arranged for

separate trust accounts with TD for the sole purpose of depositing the

proceeds of its realization efforts.  The bank accounts currently have
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sufficient proceeds to fund obligations to the Company’s creditors under the

Proposal;

(iv) The Trustee will be in a position to issue a dividend to proven creditors

shortly after obtaining an order approving the Proposal; and

(v) The quantum and timing of the recovery to ordinary creditors is certain.

50. The Proposal Trustee is of the opinion that the Proposal is an advantageous one for

the Company’s creditors because the Proposal Trustee anticipates that the

distribution to ordinary creditors would be 0% - 19% in a bankruptcy scenario.  As

reported above, WFC’s Assets are subject to TD’s security interest.  Accordingly, the

only realization in a bankruptcy scenario would be the claims of the Former

Employees under the Wage Earner Protection Program.  Consequently, all creditors

are expected to realize a recovery in the Proposal that is greater than that

anticipated in a bankruptcy scenario.

51. A copy of this report was e-filed with the Office of the Superintendent of Bankruptcy

(Official Receiver) on the date hereof.

52. In all of the above circumstances, the Proposal Trustee respectfully recommends the

Court grant an Order:

a) approving the Proposal; and

b) approving the Second Report and the activities of the Proposal Trustee as

set out herein.

All of which is respectfully submitted this 5th day of February, 2021.

BDO CANADA LIMITED
in its capacity as Proposal Trustee under the
Notice of Intention to Make a Proposal
filed by Welland Forge Corp. and not in its
personal capacity
Per:

                                                      Vince Siciliano, CPA, CGA, CIRP, LIT
Senior Vice President
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District of Ontario
Division No. 07 - Hamilton
Court No. 32-2683371
Estate No. 32-2683371

In the Matter of the Notice of Intention to make a
proposal of:

Welland Forge Corp.
Insolvent Person

BDO CANADA LIMITED / BDO CANADA LIMITÉE
Licensed Insolvency Trustee

Date of the Notice of Intention: October 27, 2020

CERTIFICATE OF FILING OF A NOTICE OF INTENTION TO MAKE A PROPOSAL
Subsection 50.4 (1)

I, the undersigned, Official Receiver in and for this bankruptcy district, do hereby certify that the aforenamed
insolvent person filed a Notice of Intention to Make a Proposal under subsection 50.4 (1) of the Bankruptcy and
Insolvency Act.

Pursuant to subsection 69(1) of the Act, all proceedings against the aforenamed insolvent person are stayed as of
the date of filing of the Notice of Intention.

Date: October 27, 2020, 12:32
E-File/Dépôt Electronique Official Receiver

Federal Building - Hamilton, 55 Bay Street N, 9th Floor, Hamilton, Ontario, Canada, L8R3P7, (877)376-9902
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APPENDIX VIII 



IN THE MATTER OF THE PROPOSAL OF 
WELLAND FORGE CORP. 

OF THE CITY OF WELLAND, 
IN THE REGIONAL MUNICIPALITY OF NIAGARA, 

IN THE PROVINCE OF ONTARIO. 
 
 

 Trustee's Report on Cash-flow Statement 
(Paragraphs 50(6)(b) of the Act) 

 
 

The attached statement of projected cash-flow of Welland Forge Corp. (the “Company”), as of 
the 26th day of November, 2020,  consisting of an unaudited monthly cash flow statement, has been 
prepared by the Company for the purpose described in Note 1, using the probable and hypothetical 
assumptions set out in Note 2 - 5. 
 

Our review consisted of inquiries, analytical procedures and discussion related to information 
supplied to us by the Company. Since hypothetical assumptions need not be supported, our 
procedures with respect to them were limited to evaluating whether they were consistent with the 
purpose of the projection.  We have also reviewed the support provided by the insolvent person for 
the probable assumptions and the preparation and presentation of the projection. 
 

Based on our review, nothing has come to our attention that causes us to believe that, in all 
material respects, 

 
(a) the hypothetical assumptions are not consistent with the purpose of the projection; 
 
(b) as at the date of this report, the probable assumptions developed by the insolvent person 

are not suitably supported and consistent with the plans of the insolvent person or do not 
provide a reasonable basis for the projection, given the hypothetical assumptions; or 

 
(c) the projection does not reflect the probable and hypothetical assumptions. 
 
Since the projection is based on assumptions regarding future events, actual results will vary 

from the information presented even if the hypothetical assumptions occur, and the variations may 
be material.  Accordingly, we express no assurance as to whether the projection will be achieved. 
 

The projection has been prepared solely for the creditors of the insolvent person for the 
purpose described in Note 1, and readers are cautioned that it may not be appropriate for other 
purposes. 
 
Dated at Mississauga, Ontario, this 26th of November, 2020.  

  
BDO CANADA LIMITED 
Trustee 
Per: 
 
 
 
________________________________    
Peter Naumis, B. Comm., CIRP, LIT 
Vice President 
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Province of  Ontario
Division No.  07 - Hamilton
Court No.   32-2683371
Estate No.  32-2683371

ONTARIO
SUPERIOR COURT OF JUSTICE

IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE PROPOSAL OF
WELLAND FORGE CORP.

OF THE CITY OF WELLAND,
IN THE REGIONAL MUNICIPALITY OF NIAGRA,

IN THE PROVINCE OF ONTARIO.

MINUTES OF THE FIRST MEETING OF CREDITORS

MINUTES OF THE FIRST MEETING OF CREDITORS OF WELLAND FORGE CORP. (the “Company”), an
insolvent person, held on the 17th day of December, 2020, at approximately 10:00 a.m. held via
teleconference and pursuant to COVID-19 protocol.

P R E S E N T: (see attached attendance list “A”)

Vince Siciliano announced that he was acting as Chairperson under the authority of Section 51(3)
of the Bankruptcy and Insolvency Act.  As the Chairman opened the meeting it became apparent
there was a technical issue with the conference call in details provided in the Trustee’s Notice of
Proposal to Creditors.  The Trustee and Company representative were in attendance, however,
the Trustee immediately received email notification from the Trustee’s counsel and the
representative from Unifor – Local 199 (“Unifor”), proxy for approximately 44 former employees
of the Company, advising they were unable to dial in.  At the time of the meeting no other creditor
contacted the Trustee expressing their inability to attend the meeting.  The Trustee called Unifor
and connected the representative into the meeting.

Prior to the meeting the Trustee received and admitted 69 proven claims.  All but three (3)
included a voting letter (per votes below).  One of the non-voting trade creditors, provided its
proxy to the Trustee.  The Chairman delayed the meeting for an additional 15 minutes to ensure
no other creditors communicated their inability to join the meeting.  Having received no other
enquiries or proof of claims, the Chairman proceeded with the first meeting of creditors.

The Chairperson declared the meeting properly called and there being a quorum present it was
duly constituted.  The Chairman explained that the purpose of the meeting was to consider the
Proposal filed by the Company and vote on its acceptance or non-acceptance.

The following documents were tabled:

· Affidavit of Mailing of Notice to the Creditors
· Trustee’s Report to the Creditors
· Proposal
· Proof of Claims
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The Chairman advised the meeting of the consequence of non-approval and explained the special
resolution that requires a majority in number and two-thirds in value of creditors with proven
claims present or by proxy or voting letter.

The Chairman opened the floor for questions.  Unifor’s only question was the timing of court
approval and dividend distribution to its 44 members.  The Chairman informed the meeting on its
estimated timing.

There being no further questions, the Chairman asked for a motion to approve the Proposal.  The
votes, by letter, were submitted as follows:

Class I – FORMER EMPLOYEES: Unionized and Non-Unionized

# OF CREDITORS TOTALLING
FOR 51 $ 1,746,996.48
AGAINST 0 $ -

% OF CREDITORS % OF DOLLARS
FOR 100% 100%
AGAINST 0% 0%

Class II – TRADE CREDITORS

# OF CREDITORS TOTALLING
FOR 14 $ 352,024.78
AGAINST 1 $ 4,810.71

% OF CREDITORS % OF DOLLARS
FOR 93.33% 98.65%
AGAINST 6.67% 1.35%

RESOLVED: The required majority of Ordinary Creditors approve the Proposal as filed and
attached to these minutes as “B”; and

RESOLVED: That the inspector of the proposal administration be:

Shawn Parnham
530 Manitou Drive
Kitchener, Ontario
N2C 1L3
Ph: (519) 895-4107
Email: sparnham@imtcorporation.com

There being no further business, the meeting adjourned.

____________________
Chairman



ATTENDANCE LIST –FIRST MEETING OF CREDITORS

ESTATE OF:  Welland Forge Corp.
DATE:    December 17, 2020

                                   FILE NO:  32-2683371

No. Signature Name (print) Representing Amount of Claim Remarks
Vince Siciliano Trustee

Peter Naumis Trustee

Attended via
teleconference

Shawn Parnham Director

Attended via
teleconference

Doug Orr – Unifor Local
199 – proxy for union
members

44 Union member
employees

$1,365,112.49 Attended via voting letter “FOR” and
teleconference

Alton Steel Inc. Creditor 109,504.44 Attended via voting letter “FOR”

ArcelorMittal Long
Products Canada

Creditor 91,209.78 Attended via voting letter “FOR”

BDI Canada Inc. Creditor 557.36 Attended via voting letter “FOR”

CMM Services Inc. Creditor 1,158.25 Attended via voting letter “FOR” and
proxy for Trustee

Cotton Environmental
Inc.

Creditor 362.73 Attended via voting letter “FOR”

Eaton Steel Corporation Creditor 28,295.16 Attended via voting letter “FOR”

MSC Industrial Supply
ULC

Creditor 4,014.52 Attended via voting letter “FOR” and
proxy for Trustee

PDS Consulting Creditor 15,901.45 Attended via voting letter “FOR”

Pro-Lift Machinery Creditor 31,966.86 Attended via voting letter “FOR” and
proxy for Trustee

PVM Hydraulics Creditor 2,828.24 Attended via voting letter “FOR”

SDI Steel Dynamics Bar Creditor 36,366.23 Attended via voting letter “FOR”



Spectrum Abrasives
Limited

Creditor 7,332.77 Attended via voting letter “FOR”

Superior Propane Creditor 4,810.71 Attended via voting letter “AGAINST”

Tru-Can Management
Inc.

Creditor 20,701.25 Attended via voting letter “FOR”

Turbopro Inc. Creditor 1,825.74 Attended via voting letter “FOR” and
proxy for Trustee

Triangle Die & Tool Co. Creditor 42,572.75 Attended via proxy for Trustee

Sandro Albano Creditor 11,960 Attended via voting letter “FOR”

Beverly Bolduc Creditor 63,520 Attended via voting letter “FOR”

Paul Brosseau Creditor 82,004 Attended via voting letter “FOR”

Stephen Cole Creditor 68,496 Attended via voting letter “FOR”

John Sinclair Creditor 42,588 Attended via voting letter “FOR”

Hannah Sonnenberg Creditor 9,156 Attended via voting letter “FOR”

Jane Wasielewski Creditor 104,160 Attended via voting letter “FOR”

NUMBER OF CLAIMS FILED  69

NUMBER OF PROXIES FILED (for Trustee) 5 AMOUNT $81,538.12

QUORUM / NO QUORUM Quorom
















