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1.0 INTRODUCTION 

This First Report (the “First Report”) is filed by Ira Smith Trustee & Receiver Inc. (“ISI”) in its 

capacity as court-appointed monitor (the “Monitor”) of all of the assets, undertakings and 

properties of Korex Don Valley ULC (“Korex”). 

On January 2, 2009, by Endorsement of the Honourable Mr. Justice Campbell, prior to its 

appointment as Monitor, ISI was directed to perform certain work and prepare its First Report in 

its capacity as proposed court-appointed monitor as part of an adjournment on a consent basis of 

the within application.  Attached hereto as Exhibit “A” is a copy of the proposed monitor’s First 

Report to Court dated January 9, 2009. 
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On January 12, 2009, the parties attended before the Honourable Madam Justice Pepall to seek 

an adjournment of the hearing of Korex’s motion.  By endorsement of Justice Pepall, the First 

Report was not filed with this Honourable Court at that time.  A copy of Her Honour’s 

Endorsement was attached to the proposed Monitor’s Supplementary First Report as Exhibit “A” 

(further discussed below). 

On January 19, 2009, the parties attended before the Honourable Mr. Justice Morawetz to seek a 

further adjournment of the hearing of Korex’s motion.  By endorsement of Justice Morawetz on 

that same date, His Honour directed that the proposed monitor file a further report for the next 

attendance on January 23, 2009 providing an up to date summary of key events.  Attached hereto 

as Exhibit “B” is a copy of the proposed monitor’s First Supplementary Report to Court dated 

January 22, 2009. 

On January 23, 2009, the parties attended before the Honourable Mr. Justice Cumming and 

scheduled the hearing of the Korex motion for February 3, 2009.  By Endorsement of Mr. Justice 

Cumming, the proposed monitor was directed to file a Supplementary Second Report with this 

Honourable Court on February 2, 2009.  Justice Cumming also directed the proposed monitor to 

file the First Report and the Supplementary First Report with this Honourable Court which was 

done at the same time.  Attached hereto as Exhibit “C” is a copy of the proposed monitor’s 

Second Supplementary Report to Court dated February 2, 2009. 

On February 6, 2009, Korex’s motion was heard and an Order was made granting Korex the 

requested relief, including, the stay of proceedings, the appointment of ISI as Monitor and 

directing that a further hearing in this Application should be heard on March 9, 2009, or such 

alternate date as the Court may fix. 
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Attached hereto as Exhibit “D” is such Order of the Honourable Mr. Justice Cumming dated 

February 6, 2009 (the “Initial Stay Order”).  

Purpose of this Report  

The purpose of this Report is to assist this Honourable Court by reporting on the Monitor’s 

review of Korex’s operations since the granting of the Initial Stay Order, and to provide 

additional information, in connection with Korex’s motion dated March 4, 2009 for its 

application to extend the Initial Stay Order to June 8, 2009.   

2.0 Disclaimer 

The Monitor has relied upon the financial records and financial statements of Korex, as well as 

other information supplied by Messrs. S. Pensler (President) and Mr. J. Bojkovski (Chief 

Financial Officer).  Our procedures did not constitute an audit or review engagement.   

Our procedures and enquiries did not include verification work or constitute an audit in 

accordance with generally accepted auditing standards.  In the event any of the information we 

relied upon was inaccurate or incomplete, the results of our analysis could be materially affected. 

As well, we have assumed that Korex will continue for as long as required in order to properly 

liquidate at least its accounts receivable and inventory for the benefit of Comerica Bank, its 

secured lender, as a going-concern, and that current business conditions will remain status quo, 

including but not limited to, commodity and other input prices.  As well, the Monitor did not 

review internal plans and support budgets such as sales, manufacturing and marketing plans or 

budgets.  The Monitor’s analysis is subject to the reasonableness of all of the assumptions used 

in such plans and budgets, and the future business conditions Korex will encounter. 
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Therefore, the Monitor is unable to and does not express an opinion on any financial statements, 

or elements of accounts referred to in this First Report, or any of the attached Appendices or 

Exhibits forming part of this First Report.    We reserve the right to review all calculations 

included or referred to in this First Report and, if we consider it necessary, to revise our 

calculations or conclusions in light of new information as such information becomes available. 

3.0 MONITORING 

The Monitor has been regularly monitoring the operations of Korex since the granting of the 

Initial Stay Order, and has provided on a weekly basis, a memorandum to both Korex and 

Comerica Bank and their respective legal counsel, contemporaneously, on the findings of the 

Monitor for the week ended immediately prior to the week in which the Monitor’s memorandum 

was issued. 

Attached hereto as Exhibits “E”, “F”, “G” and “H”, are the reports issued by the Monitor for 

the weeks ended February 7, 14, 21 and 28 respectively. 

The Monitor has also been involved in numerous email communications with representatives of 

both Korex and Comerica Bank regarding both Korex’s financial operations and the monitoring 

in general, and has also been involved in several conference calls between Korex and Comerica 

Bank representatives and their respective legal counsel.  Korex has provided complete 

cooperation to the Monitor, and Comerica Bank has had complete access to the Monitor. 
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4.0 OTHER MATTERS  

UL CANADA INC. (“Unilever”) 

The Monitor has reviewed the Affidavit of Sanford Pensler dated March 4, 2009, and specifically 

in connection with is description of Korex’s dealings with Unilever.  The Monitor has been 

involved in discussions with both Korex and Comerica Bank regarding the financial impact on 

Korex by Unilever not remitting payment to Korex as was the case during their pre-filing 

relationship, and the negative impact it is having on both Korex and its indebtedness to Comerica 

Bank.  As indicated in Mr. Pensler’s Affidavit, Korex has been continuing production of certain 

product for Unilever, so that Unilever will not suffer any damage as a result of having to attempt 

to source such product from a new supplier before it otherwise would be ready to. 

The Monitor has questioned Korex on the wisdom of continuing to produce for Unilever with the 

negative impact on Korex’s operations, thereby putting itself and Comerica Bank at further risk, 

if Unilever is not going to pay for product shipped to it on a timely basis.  Comerica Bank has 

also recently questioned Korex on this same issue.  Korex has advised the Monitor that it concurs 

that it cannot continue to do so indefinitely, and as indicated in Mr. Pensler’s affidavit, he is 

currently attempting to resolve this situation. 

5.0 CONCLUSION  

The Monitor has considered Korex’s request for an extension of the Initial Stay Order until June 

8, 2009.  The Monitor advises this Honourable Court that: 

(a) Korex has acted, and is acting, in good faith and with due diligence; 
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(b) Korex would likely be able to make a viable Plan of Arrangement if the extension 

being applied for were granted, conditional on Comerica Bank’s continuing support 

of Korex’s operations; and 

(c) conditional upon Comerica Bank continuing to fund Korex’s operations during the 

entire extension period, no creditor would be materially prejudiced if the extension 

being applied for were granted. 

**                              **                                     **   

All of which is respectfully submitted at Toronto, Ontario this 6th day of March, 2009. 

IRA SMITH TRUSTEE & RECEIVER INC. 
solely in its capacity as Court-Appointed Monitor 
of Korex Don Valley ULC and not in its personal Capacity 

Per:     
 President 
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EXHIBIT "B"
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Stanley Sugar
Tel. (905) 738-4167
Fax (905) 738-9848
Email: stan@irasmithinc.com
Website: www.irasmithinc.com

Memo
To: Korex Monitoring File
From: Stan Sugar
CC: Ira Smith
Date: February 16th, 2009
Re: Korex Don Valley ULC – Forbearance Agreement dated February 6th 2009

I attended at Korex on Friday February 13th to monitor various issues that needed our
attendance. I confirm that I supervised the process related to the mailing of the
Appointment Order of Justice Cumming to the known creditors of Korex. I personally
took the completed envelopes containing the copies of the order and delivered them to the
post office for delivery to the respective recipients (about 450 envelopes).

As we discussed as part of our monitoring of Korex, I attended to verify Korex’s cash
receipts received and the bank disbursements made for the week of February 7th.

To assist Comerica Bank as part of our monitoring responsibility I’ve prepared and
attached to this memo a reconciliation of the projected financial statements prepared by
Korex that were Exhibit “B” forming part of our supplementary second report dated
February 2nd 2009.

As you will recall these projected financial statements were provided to us very late over
the weekend of Saturday January 31st and Sunday February 1st for our second
supplementary report which had to be filed in court on Monday February 2nd.

Korex thereafter during the week of February 7th decided to revise their thirteen-week
financial projections relative to the order made February 6th and the executed forbearance
agreement dated February 6th. I believe it is incumbent on us to advise and or provide
Comerica with the numeric financial differences involved prior to the variance reports
that are to be reported upon in future for the next 13 weeks.

I have also prepared a reconciliation of the TD Bank funds including the transfer of funds
to Comerica as a cash pay down to their outstanding loan and the loan position of
Comerica as per Korex’s BBR dated February 12th.

EXHIBIT "E"
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I note that Korex had originally projected sales for the week of February 7th in the amount
of $630K which was subsequently reduced to $126K - a decrease of $504K.
I asked John B. as to why there was such a dramatic sales volume change.
In response to my question John and I had a meeting with Neil Chorney, Korex’s
Customer Service Mgr. who advised that during that week “Dove” product was down due
to machine line breakdown. Product orders were still on hand and there was no loss yet
of volume from the customer.

As well sulphonation orders were light for the week. Also of note during the week
(February 4th) Korex invoiced Unilever Canada for $645K relative to a powder inventory
write off adjustment. Due to the significance of this invoice charge to Unilever I will
monitor this invoice closely relative to subsequent payment and or disposition.

Finally, I note that Korex’s indebtedness to Comerica Bank as at the reporting date as per
the attached schedules is within its borrowing base, based on my review of John B.’s
borrowing base report which he prepared for Comerica Bank.

Stan

Attachments



Korex Don Valley ULC
Balance Sheet
(000s Canadian Dollars)

revised original per report
Forecast Forecast

Current Assets 7-Feb-09 7-Feb-09 net change
Cash / Short Term Investments 97 1,548 (1,451)
Accounts Receivable 5,661 5,500 161
Inventory 3,672 4,090 (418)
Prepaid Expenses 645 645 0

Total Current Assets 10,075 11,783 (1,708)

Fixed Assets (NBV) 5,255 5,255 (0)

Total Assets 15,330 17,038 (1,708)

LIABILITIES

Current Liabilities
Accounts Payable & Accrued Liabilities 10,006 9,701 305
Wages Payable 1,330 1,330 (0)
Unearned Revenue 11 11 0
Taxes Payable (1,529) (1,539) 10
Bank Revolving Loan 2,214 4,074 (1,860)

Total Current Liabilities 12,032 13,577 (1,545)

Long Term Debt 32 32 0
Deferred Income Taxes 810 810 0
Total Liabilities 12,874 14,419 (1,545)

SHAREHOLDER'S EQUITY

Capital Stock 0 0 -
Retained Earnings 2,456 2,619 (163)

Total Shareholder's Equity 2,456 2,619 (163)

Total Liabilities and Equity 15,330 17,038 (1,708)



Korex Don Valley ULC
Income Statement
(000s Canadian Dollars)

pre
week ending original

7-Feb-09 as part of report net change

Total Sales 126 630 (504)

Cost of Sales - Materials (129) (479) 350
Cost of Sales - Plant Spend (excludes Admin) (109) (109) (0)

Total Cost of Goods Sold (238) (588) 350

Gross Profit (112) 42 (154)

Total SG&A (35) (35) (0)
Depreciation Expense (19) (19) (0)

Operating Income (166) (12) (154)

Other Income/ (Expenses)
Interest Income/ (Expense) (6) (6) (0)
Other Income/ (Expenses) 1 1 (0)
Restructuring Costs (9) (9) (0)

Total Other Income/(Expenses) (15) (15) (0)

Net Income Before Tax (181) (27) (154)

Total Income Tax - 9 (9)

Net Income After Taxes (181) (18) (163)



Korex Don Valley ULC
Cash Flow
(000s Canadian Dollars)

revised original per report
Forecast Forecast
7-Feb-09 7-Feb-09 net change

Cash From Operations
Net Income (181) (18) (163)
Depreciation 19 19 -
Deferred Taxes - (9) 9

Total Cash from Income (162) (8) (154)

Receivables Decr / (Incr) (250) (89) (161)
Inventories Decr / (Incr) 623 205 418

Accounts Payable/Accruals
Accounts Payable Incr / (Decr) 395 - 395
GRNI (Goods Received not Invoiced) Incr / (Decr) (227) 1 (228)
Unilever Payables Incr / (Decr) 13 13 0
Intercompany Payables Incr / (Decr) - - -
Unearned Revenue Incr / (Decr) (1) (1) -
Bank Loan Payable Incr / (Decr) - - -
Wages Payable Incr / (Decr) 64 64 -
Other Accruals Incr / (Decr) 143 4 139
Other Taxes Payable Incr / (Decr) (0) (0) -
Other Working Capital Decr / (Incr) 4 4 -

Total Cash from Working Capital 765 201 564

TOTAL CASH FROM OPERATIONS 603 193 410

Cash from Financing
Payments on Long - Term Loans (1) (1) -
Other Loans / Interest (Revolver) Incr / (Decr) (1,860) - (1,860)

TOTAL CASH FROM FINANCING (1,861) (1) (1,860)

NET CASH FLOW (1,258) 192 (1,450)

Cash - Beginning of Period 1,355 1,355 -

Cash - End of Period 97 1,547 (1,450)



Korex Don Valley ULC
Bank Accounts - TD Bank
As at__

BALANCE 29-Jan-09

CDN CHEQUING ACCOUNT ENDING IN 229 677,258
CDN INVESTMENT ACCOUNT ENDING IN 237 379,834

1,057,092

USD CHEQUING ACCOUNT ENDING IN 052 280,384

CDN TOTAL (US$=CDN$1.2372) 1,403,983

Week of February 7th 2009
$

Receivable collections CDN$ 620,968

Disbursements (in CDN$)
CDN Supplier payments 81,157
US Supplier payments 25,818
Transfered to Comerica Bank 1,470,000
Transfered to Comerica Bank 385,028

1,962,003

Net cash decrease (1,341,035)

Cash in TD Bank- February 6, 2009 62,948



Comerica Bank Loan Position

Loan Balance as at February 6th 2009 4,074,000

Less payment rec'd February 6th 2009 -1,470,000
Less payment rec'd February 6th 2009 -385,027

2,218,973

Add: past due interest 46,488
Add: forbearance fee 50,000
BBR Advance February 12th 2009 450,000

Loan Balance as at February 13th 2009 2,765,461



Stanley Sugar CA
Tel. (905) 738-4167
Fax (905) 738-9848
Email: stan@irasmithinc.com
Website: www.irasmithinc.com

Memo
To: Korex Monitoring File
From: Stanley Sugar
CC: Ira Smith
Date: February 20, 2009
Re: Korex Don Valley ULC

As instructed, I attended at Korex on February 17th and 18th as part of our monitoring
engagement. I met with John Bojkovski, CFO and various members of his staff in order
to perform various aspects of our mandate. This report covers the week ending February
14, 2009. As you know, my memo of last week covered the week ending February 7,
2009.

I obtained from Korex their borrowing base report executed February 12th 2009 for week
one being the period February 7th to February 15th 2009. I reviewed on a random basis the
documents backing up the information as contained therein to satisfy myself that the
report was appropriate.

I also reviewed the Company`s cash receipts and disbursements for that week. I prepared
the attached financial statement summaries from information that I obtained from the
Company. I compared the cash receipts and disbursements to the Company’s revised cash
flow statement that I referred to in last week’s memo. I also attach that to this memo.

I note that the Company’s best estimate of its budgeted cash flow for the week ending
February 14 was identical to the Company’s prior revised cash flow statement, which was
circulated by John B. on February 12, 2009. Accordingly, the Company had not prepared
a new cash flow statement.

Sales for the week exceeded budget by $116K and the loss for the week was $91K vs.
$141K as budgeted. The loss for the week includes various restructuring costs. The
Company is striving to maintain its sales levels as well as reduce its operating costs
during this period. Obviously, the Company will have to continue to do so and it will be
imperative for the Company to reach at least break-even status as part of its initial
restructuring efforts.

EXHIBIT "F"
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Accounts receivable was higher than budget by $671K. Inventory was lower than budget
by $289K. Accounts payable and accruals was $170K higher than budget.

The Company’s indebtedness to Comerica Bank was $673K higher than budget. As
$511K was represented by cash on the balance sheet at cut-off time (see further summary
cash analysis attached), the net amount over budget of the indebtedness to Comerica is
the difference, being $162K. Of this amount, I note that the amount of $101K was paid
to Comerica for outstanding loan interest and fees relating to the restructuring. The
balance was used for normal operations.

Finally, the Company continues to be within margin based on the applicable borrowing
base report prepared by the Company and reviewed by myself. Attached is a summary of
the borrowing base calculation.

Stan

Attachments



Korex Don Valley ULC
Balance Sheet
(000s Canadian Dollars)

wk1 wk1
Actual Forecast

Current Assets 14-Feb-09 14-Feb-09 net change
Cash / Short Term Investments 511 - 511
Accounts Receivable 6,107 5,436 671
Inventory 3,354 3,643 (289)
Prepaid Expenses 641 642 (1)

Total Current Assets 10,613 9,721 892

Fixed Assets (NBV) 5,235 5,235 -

Total Assets 15,848 14,956 892

LIABILITIES

Current Liabilities
Bank - Revolving Loan 2,765 2,092 673
Accounts Payable & Accrued Liabilities 10,118 9,948 170
Wages Payable 1,277 1,277 -
Unearned Revenue 10 10 -
Taxes Payable (1,529) (1,529) -

Total Current Liabilities 12,641 11,798 843

Long Term Debt 32 32 -
Deferred Income Taxes 810 810 -
Total Liabilities 13,483 12,640 843

SHAREHOLDER'S EQUITY

Capital Stock 0 0 -
Retained Earnings 2,365 2,316 49

Total Shareholder's Equity 2,365 2,316 49

Total Liabilities and Equity 15,848 14,956 892



Korex Don Valley ULC
Income Statement
(000s Canadian Dollars)

wk1 wk1
Actual Forecast

14-Feb-09 14-Feb-09 net change

Total Sales 580 464 116

Cost of Sales - Materials (425) (359) (66)
Cost of Sales - Plant Spend (excludes Admin) (106) (156) 50

Total Cost of Goods Sold (531) (515) (16)

Gross Profit 49 (51) 100

Total SG&A (50) 9 (59)
Depreciation Expense (19) (19) -

Operating Income (20) (61) 41

Other Income/ (Expenses)
Interest Income/ (Expense) (6) (6) -
Other Income/ (Expenses) 1 1 -
Restructuring Costs (66) (75) 9

Total Other Income/(Expenses) (71) (80) 9

Net Income, (Loss) Before Tax (91) (141) 50

Income Tax - - -

Net Loss (91) (141) 50



Korex Don Valley ULC
Cash Flow
(000s Canadian Dollars)

wk1 wk1
Actual Forecast

14-Feb-09 14-Feb-09 net change

Cash From Operations
Net Income (91) (141) 50
Depreciation 19 19 -
Deferred Taxes - - -

Total Cash from Income (72) (122) 50

Receivables Decr / (Incr) (446) 225 (671)
Inventories Decr / (Incr) 318 29 289

Accounts Payable/Accruals
Accounts Payable Incr / (Decr) 186 - 186
GRNI (Goods Received not Invoiced) Incr / (Decr) (133) - (133)
Unilever Payables Incr / (Decr) 13 13 -
Intercompany Payables Incr / (Decr) - - -
Unearned Revenue Incr / (Decr) (1) (1) -
Bank Loan Payable Incr / (Decr) - - -
Wages Payable Incr / (Decr) (52) (52) -
Other Accruals Incr / (Decr) 4 (70) 74
Other Taxes Payable Incr / (Decr) 43 - 43
Other Working Capital Decr / (Incr) 4 4 -

Total Cash from Working Capital (64) 148 (212)

TOTAL CASH FROM OPERATIONS (136) 26 (162)

Cash from Financing
Payments on Long - Term Loans (1) (1) -
Other Loans / Interest (Revolver) Incr / (Decr) 551 (122) 673

TOTAL CASH FROM FINANCING 550 (123) 673

NET CASH FLOW 414 (97) 511

Cash - Beginning of Period 97 97 -

Cash - End of Period 511 - 511



Korex Don Valley ULC
Bank Accounts - (in CDN$)
Week 1 ending February 14th 2009

$
Cash in Bank -TD - Feb. 6/09 62,948
Cash in Bank - Comerica. - Feb. 6/09 31,620

Receivable collections 196,236
290,804

Disbursements
Supplier payments 100,956
Payroll 129,288

230,244

Net cash increase 60,560

Increase in bank loan Feb. 12/09 450,000

Cash in Bank - February 14th, 2009 510,560



Comerica Bank Loan Position
Loan Balance as at February 14th 2009 2,765,461

Bank Borrowing Base Report (Forecast)
(000s Canadian Dollars)

wk1 wk1
Actual Forecast

14-Feb-09 14-Feb-09 net change

Gross A/R 6,231 5,562 669
Ineligibles (3,645) (3,703) 58
Eligible A/R 2,586 1,859 727
Collateral @ 85%
A/R Collateral 2,198 1,580 618

Gross Inventory 4,331 4,620 (289)
Ineligibles (2,051) (1,951) (100)
Eligible A/R 2,280 2,669 (389)
Collateral @ 55%
Inventory Collateral 1,254 1,468 (214)

Total Collateral (Per Formula) 3,453 3,048 405

Borrowing 2,765 2,092 673

Excess (under) Availability 688 956 (269)





Stanley Sugar CA
Tel. (905) 738-4167
Fax (905) 738-9848
Email: stan@irasmithinc.com
Website: www.irasmithinc.com

Memo
To: Korex Monitoring File
From: Stanley Sugar
CC: Ira Smith
Date: February 26th, 2009
Re: Korex Don Valley ULC – Forbearance Agreement dated February 6th 2009

As instructed, I attended at Korex on February 24th and 25th as part of our monitoring
engagement. I met with John Bojkovski, CFO and various members of his staff in order
to perform various aspects of our mandate. This report covers the week ending February
21st, 2009.

I obtained from Korex their borrowing base report prepared on February 23rd 2009 for
week two being the period February 15h to February 22nd 2009. I reviewed on a random
basis the documents backing up the information as contained therein to satisfy myself that
the report was appropriate.

I also reviewed the Company’s cash receipts and disbursements for that week.
I prepared the attached financial statement summaries from information that I obtained
from the Company. I compared the cash receipts and disbursements to the Company’s
revised cash flow statement that I referred to in last week’s memo.

Sales for the week were negative to forecast by $131K and the loss for the week was
$154K vs $95K as forecast. On a cumulative basis the actual loss for the overall period
was $245K vs a forecasted loss of $236K.

Accounts receivable has increased by $1,088K over forecast and increased by $215K
actual for the week. As indicated in the Monitor’s Report dated February 16, 2009, there
was one invoice to Unilever in the amount of $645K. That amount, added to this past
week’s increase, represents the majority of the total increase in accounts receivable.

EXHIBIT "G"
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Inventory has decreased by $154K over forecast and increased by $358K actual for the
week. Accounts payable and accruals have increased by $538K over forecast and
increased by $359K actual for the week.

The changes to the financial components of accounts receivable, inventory and accounts
payable appear to be having significant financial swings which the Company cannot
identify other than to state that these fluctuations may be more normalized when the
Company balances its records at month end. No other explanation has been provided and
we will look to month end results before we can comment further on this anomaly.

I expressed my concern to the Company over it not being able to satisfactorily answering
my questions regarding these financial swings. If it turns out at month end that payables
are misstated because certain unpaid expenses were misstated, that is really only an
accounting issue. However, if it turns out that month end payables are correct, and it is
inventory that is misstated because purchases were misstated, that could be a concern that
directly affects the borrowing base report and availability under the Comerica facility.
Despite my best efforts, I cannot obtain a more satisfactory explanation from the
Company at this time.

The Company’s indebtedness to Comerica Bank did not change this week and remained
at $2,765K with no additional funding being requested.  The Company reduced its cash in
bank during this week by $287K and still has $223K to meet future obligations.
The use of cash in bank funds for the week were paid to suppliers on an as required basis
as the Company is on a cash (COD) payment basis with the majority of it’s suppliers.

Finally, the Company continues to be within margin based on the applicable borrowing
base report prepared by the Company and reviewed by myself. Attached is a summary of
the borrowing base calculation.
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Memo
To: Korex Monitoring File
From: Stanley Sugar
CC: Ira Smith
Date: March 5th, 2009
Re: Korex Don Valley ULC – Forbearance Agreement dated February 6th 2009

As instructed, I attended at Korex on March 3rd, 4th and 5th as part of our monitoring
engagement. I met with John Bojkovski, CFO and various members of his staff in order
to perform various aspects of our mandate.

This report covers the week ending February 28th, 2009.

I obtained from Korex their borrowing base report executed March 3rd 2009 for week
three being the period February 23rd to February 28th 2009. I reviewed on a random
basis the documents backing up the information as contained therein to satisfy myself that
the report was appropriate.

I also reviewed the Company’s cash receipts and disbursements for that week.
I prepared the attached financial statement summaries from information that I obtained
from the Company. I compared the cash receipts and disbursements to the Company’s
cash flow statement that I referred to in last week’s memo.

Sales for the week were within forecast with a resultant loss for the week of $138K vs a
forecasted loss of $71K. The increased loss was attributable to a $75K inventory
adjustment write down for “Dove” product currently put on hold. On a cumulative basis
the actual loss for the overall period was $383K v a forecasted loss of $307K.

During wk3 the Company received credit notes totaling $400K USD from its supplier
Petressa Canada Inc. The credit notes were offset against a rebate receivable account
which Korex had been accruing on a monthly basis. The financial impact of this gives
rise to a reduction in overall trade receivables outstanding as well as reduction in wk3 in
trade payables outstanding.
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As well trade accounts receivable did increase by $145K during wk3 which accounts for
the net change in A/R for the week. We note that over the last three weeks there has been
no receipt of A/R collections from Unilever Canada with the last payment being
received February 4th 2009 in the amount of $552K.

Inventory has decreased by $495K over forecast with a resultant decrease of $380K for
wk three. Accounts payable and accruals have decreased by $530K for the week which
accounts for and addresses the anomaly as mentioned in our report of February 26th 2009.

The Company’s indebtedness to Comerica Bank did not change during the week and
remained unchanged at $2,765,000 with no additional funding being requested until
March 3rd 2009. The Company reduced its cash in bank during this week by $91K and
still had $132K to meet its future obligations.

Finally, the Company continues to be within margin based on the applicable borrowing
base report prepared by the Company and reviewed by myself. Attached is a summary of
the borrowing base calculation. A further $200K funding request and draw down under
the facility was made by the Corporation on March 5th 2009.
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 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 

KOREX DON VALLEY ULC 
 

APPLICANT  
                          

Court File No. 08-CL-7925 
  

 
ONTARIO 

SUPERIOR COURT OF JUSTICE 
(COMMERCIAL LIST) 

FIRST REPORT OF  
IRA SMITH TRUSTEE & RECEIVER INC. 

IN ITS CAPACITY AS COURT-APPOINTED MONITOR OF 
KOREX DON VALLEY ULC 

DATED MARCH 6, 2009 

IRA SMITH TRUSTEE & RECEIVER INC. 
Suite 6-167 Applewood Crescent 
Concord, Ontario L4K 4K7 

Ira Smith, MBA CA•CIRP 
Tel: 905.738.4167 
Fax: 905.738.9848 
 

 


