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A.INTRODUCTION

1.

On August 18, 2017, FTI Consulting Canada Inc. was appointed receiver (the
“Receiver”) of the assets, undertakings and properties of Superior Glass Canada
Inc. (“SGC” or the “Company”) pursuant to the order (the “Receivership Order™)
of this Honourable Court.

The Receivership Order authorized and empowered the Receiver to, infer alia:

(a) take possession and control of the Property and any and all proceeds,

receipts and disbursements arising out of or from the Property:;

(b) engage consultants, appraisers, agents, experts, auditors, accountants,

managers, counsel and such other persons to assist the Receiver;

(c) receive and collect all monies and accounts now owed or hereafter owing

to SGC;

(d)  execute, assign, issue and endorse documents of whatever nature in respect

of any of the Property;
(e) settle, extend or compromise any indebtedness owing to the Company;
(f) sell, convey, transfer, lease, assign or otherwise dispose of the Property;
(g) apply for any vesting order or other orders necessary to convey the Property;

(h) report to, meet with and discuss with such affected Persons as the Receiver

deems appropriate on all matters relating to the Property; and
(1) take any steps reasonably incidental to the exercise of these powers.

The Receiver’s reports and other information in respect of these proceedings are
posted on the Receiver’s website at

http://cfcanada.fticonsulting.com/superiorglass/.
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On December 5, 2017, the Receiver filed its first report (the “First Report™), to

inform the Court on the following:
(a) The status of various aspects of the Receivership proceedings;

(b)  The Receiver’s receipts and disbursements for the period of August 18,
2017 to December 5, 2017;

(c) To seck approval of the Receiver’s fees and expenses to October 31, 2017

and the fees and expenses of its legal counsel to October 31, 2017; and

(d)  To seek the approval of this Honourable Court to amend paragraph 16 of

the Receivership Order to increase the limit of the Receiver’s Charge.
On February 1, 2018, an order of this Honourable Court was entered authorizing:

(a) An amendment to paragraph 16 of the Receivership Order increasing the
amount of the Receiver’s Charge from $50,000 to $125,000; and

(b) The fees and expenses of the Receiver and its legal counsel for the period
to October 31, 2017.

At the hearing held on February 1, 2018, legal counsel for the Petitioner also
brought an application seeking the approval of its legal fees in relation to the initial

application for the Receivership Order.

Accordingly, an order of this Honourable Court was entered on September 26, 2018

approving such fees in the amount of $22,758.

The purpose of this report, the Receiver’s second report (the “Second Report™), is

to advise the Court on the following:
(a) The status of various aspects of the Receivership proceedings;

(b) The Receiver’s receipts and disbursements for the period of August 18,
2017 to February 15, 2019;
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(c)

(d)

To seek approval of the Receiver’s fees and expenses and its legal counsel’s
fees and expenses for the period from November 1, 2017 to the date of the

Receiver’s discharge; and

To seek an order of the Honourable Court to discharge the Receiver.

B. TERMS OF REFERENCE

10.

113

In preparing this report, the Receiver has relied upon unaudited financial

information, other information available to the Receiver and, where appropriate,

SGC’s books and records and discussions with various parties (collectively, the

“Information”).

Except as described in this Report:

(a)

(b)

The Receiver has not audited, reviewed or otherwise attempted to verify the
accuracy or completeness of the Information in a manner that would comply
with Generally Accepted Assurance Standards pursuant to the Chartered

Professional Accountants of Canada Handbook; and

The Receiver has not examined or reviewed financial forecasts and
projections referred to in this report in a manner that would comply with the
procedures described in the Chartered Professional Accountants of Canada
Handbook.

Future oriented financial information reported or relied on in preparing this report

is based on assumptions regarding future events; actual results may vary from

forecast and such variations may be material.
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Unless otherwise stated, all monetary amounts contained herein are expressed in
Canadian Dollars. Capitalized terms not otherwise defined herein are as defined in
the Receivership Order, other Order’s granted in the Receivership proceedings or

in the Receiver’s previous reports.

C.STATUS OF THE RECEIVERSHIP

13.

14.

15,

16.

17

Subsequent to the date of the First Report, the Receiver’s activity has primarily
been focused on the resolution and collection of the Company’s outstanding

accounts receivable.

As indicated in the First Report, the Receiver retained the services of the former
Finance Manager (the “Contractor™) on an hourly basis to provide support to the

Receiver with respect to the collection of the outstanding accounts receivable.

Since the date of the First Report, the Receiver has collected an additional $269,000

of accounts receivable, increasing the total collections to $444,000.

Attached as Appendix A is a schedule of the Company’s accounts receivable
indicating the balance outstanding as at the date of the Receivership Order and the

resolution of each account.

As is common in the construction industry, many of the customers advanced

counter-claims against SGC primarily relating to:

(a) Deficiencies not addressed by SGC where the customer was required to

retain an alternate contractor to complete the work;
(b)  Loss of warranty resulting from SGC’s insolvency:

(c) Lien claims of SGC’s suppliers that were required to be paid by the

customer due to non-payment by SGC;

(d) Change orders invoiced by SGC that were not approved by its customer;
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18.

19:

20.

2.

22.

23,

24.

(e) Allowances claimed by SGC’s customer for management time and legal
costs incurred with the administration of finding a replacement contractor

and in dealing with the lien claims arising from SGC’s insolvency; and
(0 Set offs for prepayment on work not performed or commenced.

For each customer, the Receiver reviewed the counter-claims and discussed with
the Contractor. The Receiver then utilized the information provided by the

Contractor to negotiate the best possible settlement for SGC.

The Receiver consulted with the Contractor on all substantive settlements prior to

acceptance.

The Receiver notes that it was required to commence a small claims court action

against one of the debtor companies due to the customer’s non-response.

The Receiver believes that it has now collected all of the amounts that are
economically recoverable from SGC’s outstanding accounts receivable with the

exception of one.

The remaining SGC customer with an outstanding account receivable is Veritas
Construction (“Veritas™). Veritas is a construction company located in Toronto,
ON and according to SGC’s records, owed the Company approximately $48,000 as
of the date of the Receivership Order.

The Receiver was advised by the Contractor that Veritas may have been
experiencing its own financial challenges. The Contractor had been pursuing the
collection of the outstanding invoices from Veritas for some time prior to the

receivership.

The Contractor had been attempting to agree a payment plan with the principal of
Veritas, however nothing had been finalized prior to the date of the Receivership

Order.
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23

26.

27

28.

29.

30.

31.

32.

Subsequent to the date of the Receivership Order, the Contractor made several

attempts to contact Veritas without success.

The Receiver was provided with a contact telephone number and email address for
the principal of Veritas by the Contractor. However, none of the Receiver’s

telephone messages or emails were returned.

The Receiver recently called the telephone number posted on Veritas’ website and

noted that the number is no longer in service.

The Receiver also performed a search on the website of the Office of the
Superintendent of Bankruptcy to determine if Veritas had entered a formal
insolvency proceeding. However, nothing came up from the Receiver’s search

regarding Veritas.

As detailed in a subsequent section of this report, the Canada Revenue Agency
(“CRA™) appears to be the only creditor with an economic interest in this

receivership proceeding.

The Receiver is of the view that it is not in the best interests of SGC’s creditors to
incur the funds necessary to commence and continue litigation against Veritas given
the uncertainty over any potential recovery. As such, the Receiver’s legal counsel
contacted counsel to CRA to determine if it was interested in taking an assignment

of the Receiver’s interest in SGC’s claim against Veritas.

After consulting with its client, counsel to CRA responded to the Receiver’s
counsel informing it that CRA was not interested in pursuing the claim against

Veritas.

Accordingly, the Receiver would be prepared to consider entering a process to
assign its interest in SGC’s claim against Veritas to any creditor wishing to pursue

a potential recovery.
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33,

34.

33:

36.

37,

As indicated in the First Report, the Receiver mailed out the notices to former
employees with the calculation of their claim amount pursuant to the Wage Earner

Protection Program (“WEPP™).

The Receiver also provided assistance to legal counsel representing the
International Union of Painters and Allied Trades Industry Pension Plan (the
“Plan”) in completing its claim pursuant to section 81.6(1)(a) of the Bankruptcy
and Insolvency Act (the “BIA™) as well as legal counsel to District Council 38 in

the preparation of its WEPP claim on behalf of its members.

As noted in the First Report, the Receiver met with a representative of CRA to assist
them with an audit of the Company’s payroll account and goods and services tax

account.

Subsequent to CRA’s audit, a discrepancy was noted resulting in a request for
additional information from the Receiver in addition to a further audit. Accordingly,
the Receiver met with a representative of CRA who reviewed the additional
information and as a result, CRA issued a revised claim lowering the amount of its

deemed trust claim.

As at the date of this report, the Receiver has realized on all of the assets of the

Company and has substantially concluded all aspects of the receivership.
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D. RECEIVER’S RECEIPTS AND DISBUIRSEMENTS
38. The following table summarizes the Receiver’s receipts and disbursements to date:

Superior Glass Canada
Statement of Receiver's Receipts and Disbursements
for the period from August 18, 2017 to February 15, 2019

39.

Collection of accounts receivable 444,112.60
Sale of fixed assets 63,354.00
Refund of deposit with Moneris 12,325.42
Sale of inventory 2,098.21
Return of legal retainer 4,978.99
Miscellaneous receipts 115.25
Interest earned 5,244.50
Collection of GST 304.91
Collection of PST 426.88
TOTAL RECEIPTS 532,960.76
Auction commissions 13,769.75
Contractor 6,898.06
Moving costs 5,050.00
Receiver's fees and expenses 114,353.01
Receiver's legal counsel 12,375.71
Petitioner's legal fees and expenses 22,757.73
Ceridian charge for T4 preparation 247.10
GST paid 6,211.45
PST paid on legal fees 680.00
OSB filing fee 70.00
Bank charges 153.02
TOTAL DISBURSEMENTS 182,565.83
EXCESS OF RECEIPTS OVER DISBURSEMENTS 350,394.93

As at the date of this report, the Receiver is holding approximately $350,000 in its

trust account.
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D. CLAIMS FILED IN THE RECEIVERSHIP

40.

41.

42.

43.

44,

45.

46.

As indicated previously, several lien claims were filed by suppliers of SGC against
projects that were either in progress or completed prior to the commencement of
SGC’s receivership. The claims related primarily to the supply of glass that was
ordered by SGC and installed at SGC’s customer’s sites, but not paid for prior to

the issuance of the Receivership Order.

Any lien claims that were associated with projects where SGC had an outstanding
account receivable, were taken into account by the Receiver in the settlements

reached with SGC’s customers.

Ford Credit Canada (“Ford™) filed a secured claim relating to two Ford Focus
vehicles that were leased by SGC. The vehicles were seized by Ford prior to the
commencement of the receivership. The Receiver reviewed Ford’s security which
appeared to be registered against the correct serial numbers for the two vehicles and

accordingly took no further action.

Apple Financial Services (“Apple”) filed a secured claim relating to some computer
equipment leased by SGC. The Receiver performed a search under the BC Personal

Property Security Registry and did not find any registrations by Apple.

The Receiver notified Apple of its findings and after some discussion, Apple

withdrew its secured claim.

As indicated, CRA filed a revised proof of claim indicating a deemed trust claim

for unremitted employee source deductions in the amount of $246,573.80.

In addition, CRA filed a deemed trust claim relating to unremitted goods and
services tax (“GST”) collected in the amount of $82,034.08. The claim appears to
be calculated on the basis of returns filed up to the commencement of the
receivership, but does not appear to include the returns filed for the period of the

receivership.
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47.

48.

49.

50.

51.

52,

33

The receivership returns filed were either nil returns or had a refund balance.
Accordingly, the deemed trust amount could be lower if the receivership returns

were taken into account.

The Plan filed a claim for unremitted pension contributions in the amount of
$16,668.49. The claim sought priority as contemplated by section 81.6(1) of the
BIA.

Employment and Social Development Canada’s most recent statement forwarded
to the Receiver indicates a super priority claim of $43,983.39 relating to WEPP
payments made to former SGC employees. The claim indicates a priority pursuant

to section 81.4(1) of the BIA.

IA Financial Group filed a claim for unremitted pension contributions for the
salaried employees. The amount claimed was $7,511.40. The creditor also claimed

priority pursuant to section 81.6 of the BIA.

As indicated in the Receiver’s statement of receipts and disbursements, the

Receiver is not holding sufficient funds to satisfy all of the priority claims.

Attached as Appendix B is a summary of the Receiver’s fees and disbursements
and those of its legal counsel for the period from November 1, 2017 to the date of

its discharge.

The Receiver believes that its fees and disbursements, and those of its legal counsel,
as set out in Affidavit #1 of Craig Munro and Affidavit #2 of Krystal Shayler filed
in this proceeding, are reasonable and warranted on the basis that without the
Receiver’s efforts, no amounts would have been distributed to former employees
under WEPP, there would not have been a mechanism for lien holders to settle with
SGC’s customers and amounts would not have been available for distribution to

creditors.
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DISTRIBUTIONS BY RECEIVER

54.  As indicated previously, the Receiver does not hold sufficient funds to satisty the

claims of creditors claiming priority.

55. After payment of the Receiver’s fees and disbursements, and those of its legal

counsel, the Receiver proposes to distribute the remaining funds as follows:

(a) $246,573.80 to CRA pursuant to its deemed trust claim for unremitted
source deductions pursuant to subsection 227(4) of the Income Tax Act,
subsection 23(3) of the Canada Pension Plan and subsection 86(2) of the

Employment Insurance Act; and

(b)  the balance of approximately $43,000 to CRA pursuant to its claim under
subsection 222(3) of the Excise Tax Act.

56. Accordingly, the Receiver seeks the approval of this Honourable Court for:

(a) The fees and expenses of the Receiver and its legal counsel for the period

from November 1, 2017 to the expected date of the Receiver’s discharge;

(b) The distribution of the remaining funds to the Receiver General as proposed

by the Receiver; and

(c) Upon distribution of the remaining funds, the Receiver’s discharge.
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57. All of which is respectfully submitted this 26 day of February, 2019,

FTI Consulting Canada Inc.,

In its capacity as the receiver of the assets,
property and undertaking of Superior Glass
Canada Inc.

e

Name: Craig Munro
Title:  Managing Director,
FTI Consulting Canada Inc.
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