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NOTICE OF MOTION

The moving party, Finetex, EnE Inc. ("FTEI"), will make a motion to a judge presiding over
the Commercial List on June 7, 2019 at 10:00 a.m. or as soon after that time as the motion can be

heard, at 330 University Avenue, Toronto, Ontario M5G IR7.

PROPOSED METHOD OF HEARING: The motion is to be heard orally.
THE MOTION IS FOR:

l. An Order

a. replacing Jong Chul Park ("JC Park") as a director of FT EnE Canada Inc. ("FT
EnE Canada") pursuant to section 64(1) & (2) of the Bankruptcy and Insolvency

Act ("BIA");

b. removing Blaney McMurtry LLP ("Blaney") as solicitor of record for FT EnE

Canada;

c. staying the sales process of FT EnE Canada currently underway; and
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d. appointing an interim receiver of FT EnE Canada pursuant to section 47.1 of the
BlA;
2. Costs of this motion; and
3. Such further relief as counsel may advise and this Honourable Court may permit.

THE GROUNDS FOR THE MOTION ARE:
4, FTEI is a publically traded company in the Republic of Korea that is operating under a

"rehabilitation proceeding". FTEI is the 100% owner of FT EnE Canada.

5. After FTEI discovered evidence of improper conduct connected to JC Park, he was
dismissed from his position as the "representative director" of FTEI. However, he remains a

director of FTEI and he is the sole director of FT EnE Canada.

6. Section 64 of the BIA provides that this Court may remove a director from office where a
director is unreasonably impairing or is likely to unreasonably impair the possibility of a viable
proposal being made in respect of the debtor or is acting or likely to act inappropriately as a director

in the circumstances.

7. JC Park is or is likely to unreasonably impair the possibility of a viable proposal and/or is

acting or is likely to act inappropriately as a director. Specifically, JC Park:
a. caused FT EnE Canada to stop all financial reporting to FTEI in 2018;

b. caused Yoonjun Park to thwart efforts by FTEI to obtain information about FT EnE

Canada;
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c. failed to provide information to FT EnE Canada's auditor, BDO Canada Ltd. which

led directly to the delisting of FTEI's shares in Korea;

d. failed to consult with FTEI prior to filing FT EnE Canada's Notice of Intention to

make a Proposal ("NOI");

€. allowed his son-in-law to mislead this Court regarding the Korean rehabilitation

proceedings; and

f. claims to have terminated the IP license that allows FT EnE Canada to carry on its

business.

8. FTEI is the largest creditor of FT EnE Canada and will not support JC Park and Yoonjun

Park continuing to run the company.

9. The lawyers for FT EnE Canada have also acted directly for JC Park and claim to have
terminated the IP license that allows FT EnE Canada to carry on its business. This places the firm

in a direct conflict of interest with FT EnE Canada.

10.  The Court has a duty to the litigants and the public to protect the integrity of the

administration of justice and ensure that public confidence in that integrity.

Sale and Investment Solicitation Process (SISP)

11.  When FT EnE Canada sought approval of the SISP from this Court, it failed to disclose the

following facts.

a. Without consulting its parent company, FT EnE Canada filed its NOI hours after

FTEI started its rehabilitation proceeding in Korea.
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b. JC Park participated in the director's meeting where the rehabilitation proceeding
was discussed including that FTEI was entering into an agreement with Toptec Ltd.
for a stalking horse bid style acquisition conducted through the rehabilitation

proceeding.

c. FTEI had no knowledge of the prior steps taken by FT EnE Canada to sell its real
estate with Colliers Macaulay Nicolls Inc., because JC Park and Yoonjun Park

refused to provide information to FTEIL

d. FT EnE Canada failed to contact FTEI after the filing of the NOI to discuss the

proposed SISP.
e. JC Park has told third parties that he intends to buy the assets of FT EnE Canada.

12.  This Court should stay a court-approved sales process when it was commenced based on

omissions and misrepresentations to the Court.

13.  Inthe circumstances, it is necessary and appropriate for the protection of the debtor's estate
as well as creditors that an interim receiver be appointed to take control of the company from JC

Park and Yoonjun Park.
14.  Sections 47.1, 64 of the BIA.
15.  Rule 3.4-1, 3.4-3, 3.4-10 of the Law Society of Ontario Rules of Professional Conduct.

16.  Rules 1.04, 15, 37, 57 of the Rules of Civil Procedure, R.R.O. 1990, Reg. 194 as

amended and section 11 of the Courts of Justice Act.

17.  Such further and other grounds as counsel may advise and this Honourable Court permit.

S

W

4

4
(4



THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the

motion:

1. Affidavit of Kim Humphrey sworn May 28, 2019.

2. Affidavit of Eugene Kim (translation of the Affidavit of Yong Won Kim, sworn May 28,

2019)

May 28, 2019

TO:
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t: 416.865.2317/ f: 416.863.6275
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Court File No. 32-2480036
Estate File No. 32-2480036

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE PROPOSAL OF FT ENE CANADA INC., OF THE CITY OF
BRANTFORD, IN THE PROVINCE OF ONTARIO

AFFIDAVIT OF KIM HUMPHREY

I, KIM HUMPHREY, of the Town of Whitby, in the Regional Municipality of Durham, MAKE

OATH AND SAY:

1. [ am a legal assistant with the law firm of Baker & McKenzie LLP, lawyers for the moving party,

Finetex, EnE Inc. ("FTEI"), and, as such, have knowledge of the following matters.

2. On May 23, 2019, Michael Nowina of Baker McKenzie LLP sent an email to counsel requesting
written authorization from FT EnE Canada allowing the auditor to comment on its engagement for FT
EnE Canada's FY2017 audit. Attached hereto and marked as Exhibit "A" to this Affidavit is a true copy

of that email.

3. On May 27, 2019, Mr. Nowina sent an email to counsel with respect to revisions to the non-
disclosure agreement. Attached hereto and marked as Exhibit "B to this Affidavit is a true copy of that

email with attachments,
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4, On May 28, 2019, I downloaded the Affidavit of Yoonjun Park sworn March 22, 2019 from the
website of the proposal trustee, MNP Ltd ("MNP"). Attached hereto and marked as Exhibit "C" to this

Affidavit is a true copy of the Affidavit of Yoonjun Park sworn March 22, 2019 (without exhibits).

5. On May 28, 2019, I downloaded the Affidavit of Yoonjun Park sworn April 30, 2019 from the
MNP website. Attached hereto and marked as Exhibit "D" to this Affidavit is a true copy of the Affidavit

of Yoonjun Park sworn April 30, 2019 (without exhibits).

6. On May 28, 2019, I downloaded the First Report of the Proposal Trustee (Returnable March 28,
2019) dated March 26, 2019 from the MNP website. Attached hereto and marked as Exhibit "E"" to this

Affidavit is a true copy of the First Report of the Proposal Trustee dated March 26, 2019 (without exhibits).

7. On May 28, 2019, I downloaded the Second Report of the Proposal Trustee (returnable May 3,
2019) dated May 2, 2019 from the MNP website. Attached hereto and marked as Exhibit "F" to this

Affidavit is a true copy of the Second Report of the Proposal Trustee dated May 2, 2019 (without exhibits).

8. Attached hereto and marked as Exhibit ""G" to this Affidavit is a true copy of the Corporate Profile

Report dated May 23, 2019, for FT EnE Canada.

SWORN BEFORE ME at the City of
Toronto, Province of Ontario, on May
28,2019

] r
C,ﬁ‘ Aa_t :‘t’-’//(_/l A

KIM HUMPHREY

GLENN GIBSON (LSO # 728811)
Commissioner for taking affidavits

Genn Nace Gigson
Lo T8¢ 1T
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the Affidavit of KIM HUMPHREY
sworn before me on May 28, 2019

GLENN GIBSON
LSO # 728811

Commissioner for taking affidavits
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From: Nowina, Michael

Sent: Thursday, May 23, 2019 2:39 PM

To: 'Mervyn D, Abramowitz' <MAbramowitz@blaney.com>; Alexandra Teodorescu (ATeodorescu@blaney.com)
<ATeodorescu@blaney.com>; Matthew Lem (matthew.lem@mnp.ca) <matthew.lem@mnp.ca>;
ailchenko@pallettvalo.com

Cc: Gibson, Glenn (Glenn.Gibson@bakermckenzie.com) <Glenn.Gibson@bakermckenzie.com>

Subject: FT EnE Canada Inc.

Mervyn, Alex,

As you may already know, FTEI's Korean auditor requested that BDO be retained by FT EnE Canada to do a fresh
audit of its financial statements for FY2017. We reached out to BDO to confirm the information reiayed to us by our
client about the audit of, namely, that FT EnE Canada did not provide records that was requested for the audit. This is
relevant to our motion to remove JC Park as the director.

BDO will not comment on its engagement with FT EnE Canada without a written authorization from FT EnE Canada.
Please confirm that the company will provide a written authorization.

Regards,
Michael

Michael Nowina

Partner

Baker & McKenzie LLP

Brookfield Place, Suite 2100

181 Bay Street, P.O. Box 874

Toronto, Ontario, Canada M5J 273

Tel: +1 416 885 2312

Fax: +1 416 863 6275

Blog: www.canadianfraudlaw.com

Twitter: https:/ftwitter.com/CanadaFraudlaw
LinkedIn: http:/www.linkedin.com/pub/michael-nowina/26/8a1/8b4

Baker

McKenzie.
ACRITAS SHARPLEGAL 2018
#1 Most Considered for Litigation and
Multi-Jurisdictional Litigation

2015 - 2019 GLOBAL COMPETITION REVIEW
TOP 5 GLOBAL ELITE PRACTICE

bakemmckenzie.com | Linkedin | Twitter
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This is Exhibit “B” referred to in
the Affidavit of KIM HUMPHREY
sworn before me on May 28, 2019

GLENN GIBSON
LSO # 728811

Commissioner for taking affidavits
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From: Nowina, Michael

Sent: Monday, May 27, 2019 2:14 PM -

To: 'Mervyn D. Abramowitz' <MAbramowitz@blaney.com>; Alexandra Teodorescu (ATeodorescu@blaney.com)
<ATeodorescu@blaney.com>

Cc: ailchenko@pallettvalo.com; 'Matthew Lem' <Matthew.Lem@mnp.ca>

Subject: FW: FT EnE Canada

Importance: High

Mervyn, Alex,

Alex | left me message in response to the email below suggesting [ reach out to you about the NDA. First and
foremost, our client would like to get the real estate valuation’s that FT Canada to share with Toptec asap. This a
condition of TopTec repaying RBC and don't see any reason why the information should not be shared with the 100%
owner. Toptec wants confirmation that the property's appraised value is $2M CAD and we can agree to only share the
appraised value with Toptec for the time being while we sort out the NDA.

In terms of the revisions to the NDA, FTEI will need to get approval from the Korean Court to enter the NDA and the
indemnity provision will be problematic for getting court approval. Otherwise, my changes were minor.

I'm available to have a call this afternoon to discuss.

Regards.

From: Nowina, Michael
Sent: Monday, May 27, 2019 11:31 AM

To: ailchenko@paliettvalo.com; 'Matthew Lem' <Matthew.Lem@mnp.ca>
Subject: FT EnE Canada

Importance: High

Hi Alex,
Further to my vm, I'm hoping we can agree on the terms of the NDA today so | can send back to Korea to deal with.

Also our client wants to be able to give the valuations of the real estate to Toptec as that is one of the conditions of
their repaying RBC. What can we do on this one?

Regards,
Michael

Michael Nowina

Partner

Baker & McKenzie LLP

Brookfield Place, Suite 2100

181 Bay Street, P.O. Box 874
Toronto, Ontario, Canada M5J 2T3
Tel: +1 416 865 2312

Fax: +1 418 863 6275

Blog: www.canadianfraudlaw,com



Twitter: https://twitter.com/CanadaFraudLaw
LinkedIn: http://www.linkedin.com/pub/michael-nowina/26/8a1/8b4
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2015 - 2019 GLOBAL COMPETITION REVIEW
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From: Nowina, Michael

Sent: Thursday, May 23, 2019 3:02 PM

To: Alex lichenko

Cc: Matthew Lem (matthew.lem@mnp.ca)

Subject: RE: FT EnE [PV-Active.FID647650]

Attachments: Confidentiality and Non-Disclosure Agreement - for Parent Co - (BM
Comments).pdf; Confidentiality and Non-Disclosure Agreement - for Parent Co -
(BM Comments).DOCX

Alex,

Here is the markup on the NDA. Sorry for the mixup—my fault.

As discussed, FTEI would also like confirmation that none of the equipment used by FT EnE Canada is being sold
along with the real estate.

Regards,
Michael

From: Nowina, Michael

Sent: Thursday, May 23, 2019 11:16 AM

To: 'Alex lichenko' <ailchenko@pallettvalo.com>

Cc: Matthew Lem (matthew.lem@mnp.ca) <matthew.lem@mnp.ca>
Subject: RE: FT EnE [PV-Active.FID647650]

Hi Alex,
Was RBC required to sign an NDA? If not, | query why the largest creditor is being asked to do so.

The practical issue that | have is that our client will need to get approval from the Korean Court before entering into
this NDA and will likely not get approval with the current wording that includes extensive indemnity provisions. | have
marked up the NDA to remove the problematic language. | also removed provisions that were overreaching like that
the Company/MNP could give incomplete information and we weren't able to speak to purchaser (which we have a
right to do).

Also is there any issue with the appraisals of the land being shared with Toptec? They want an appraisal before taking
out RBC.

Please give me a call once you have reviewed.

Regards,
Michael

From: Alex lichenko <ailchenko@pallettvalo.com>
Sent: Tuesday, May 21, 2019 4:03 PM
To: Nowina, Michael <Michael.Nowina@bakermckenzie.com>

Cc: Matthew Lem (matthew.lem@mnp.ca) <matthew.lem@mnp.ca>
Subject: [EXTERNAL] RE: FT EnE [PV-Active.FID647650]

Why don’t you add what you want to see and we will discuss it at this end.

Alex Ilchenko | Certified Specialist Bankruptcy and Insolvency Law
Pallett Valo LLP | Senior Counsel
Direct: 905.273.3022 x 203
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This email and any attachments are confidential, except where the email states it can be disclosed. It may also be privileged. If received in error, please do not
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From: Nowina, Michael [mailto:Michael.Nowina@bakermckenzie.com]
Sent: May-21-19 3:58 PM

To: Alex Ilchenko

Cc: Matthew Lem (matthew.lem@mnp.ca)

Subject: RE: FT EnE [PV-Active.FID647650]

Hi Alex,

I'm skimming the NDA. What about the other confidential information that is going to be put to the court like other bids,
appraisal, etc? For example, we would like to all the confidential appendices to the second report.

We can't respond to the motion without seeing all the evidence that is going to be relied upon to approve the sale.

This message may contain confidential and privileged information. If it has been sent to you in error, please reply to
advise the sender of the error and then immediately delete this message. Please visit
www.bakermckenzie.com/disclaimers for other important information concerning this message.

From: Alex lichenko <ailchenko@pallettvalo.com>

Sent: Tuesday, May 21, 2019 3:26 PM

To: Nowina, Michael <Michael.Nowina@bakermckenzie.com>

Cc: Matthew Lem (matthew.lem@mnp.ca) <matthew.lem@mnp.ca>
Subject: [EXTERNAL] FT EnE [PV-Active.FID647650]

Here is a draft NDA which we adapted from the form used for prospective purchasers in the SISP.

Alex Ilchenko | Certified Specialist Bankruptcy and Insolvency Law
Pallett Valo LLP | Senior Counsel

Direct: 905.273.3022 x 203

Email: ailchenkogipallettvalo.com

wwiw.pallettvalo.com | Bio | vCard

Ranked one of Ontario's Top Ten Regional Law Firms by Canadian Lawyer Magazine
Independent Member of GGI

Pallett Valo LLP will, upon request, provide this information in an accessible format.
This email and any attachments are confidential, except where the email states it can be disclosed. It may also be privileged. If received in error, please do not
disclose the contents to anyone, but notify the sender by return email and delete this email (and any attachments) from your system.



CONFIDENTIALITY AND NON-DISCLOSURE AGREEMENT

TO:  FT ENE CANADA INC.,
-and-

MNP LTD., in its capacity as Proposal Trustee of FT EnE Canada Inc.
Attention: Michael Litwack

RE:  FT ENE CANADA INC. (the “Company”)

The undersigned has expressed an interest in reviewing the information more particularly
defined below (the “Information”) solely for the purpose (the “Purpose”) of evaluating the
proposed transaction for the purchase of the Real Property Assets of the Company by Edwards
Protech Ltd. (the “Proposed Purchaser”) in the context of proceedings to be brought before
the Ontario Superior Court of Justice (Commercial List) by the Company by way of a motion to
obtain a Sale Approval and Vesting Order relating to the Real Property Assets to the Proposed
Purchaser and a motion by the undersigned regarding the termination of the Proposal
Proceeding and for other relief (the “Motions”). The undersigned understands and agrees that
the Company and /or MNP Ltd., in its capacity as Proposal Trustee of the Company (the
“Proposal Trustee”) are willing to provide the undersigned with the Information, provided that
the undersigned provides its respective undertakings as set out herein with respect to the
Information.

The undersigned acknowledges and agrees that the Information contains sensitive confidential
business information about the Company. The undersigned agrees that it shall keep the
Information confidential and that it shall make no use of the Information other than in
accordance with the Purpose.

The undersigned appreciates and confirms its understanding that all of the Information is of a
confidential nature. In consideration of the Company and/or the Proposal Trustee providing
such Information and for other good and valuable consideration, the receipt and adequacy of
which is acknowledged, the undersigned agrees as follows:

1. "Information" in this Agreement means:

3) Fhe-the unredacted copy of the Agreement of Purchase and Sale executed by the
Company and the Proposed Purchaser (the “APS”), and in particular information
relating to the quantum of the Purchase Price for the Purchased Assets set out in the
APS, the leasehold rate in the APS and any communications between the undersigned
and the Company or the Proposal Trustee or its agents or representatives, and any
information or other material which in any way relates to the identity of the Proposed
Purchaser, the Purchase Price and/or the Leasehold Rate provided to the undersigned
or acquired by it during its review of the APS, regardless of whether same is marked
"Confidential=";
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b} copies of the confidential appendices attached to the Proposal Trustee's Second
Report;

c)__copies of the appraisals of the Real Property Assets; and,

a}d)copies of all other documents or information that is to be filed on a confidential basis
by the Proposal Trustee or the Company in connection with the Motions.

Subject to section 4, the undersigned acknowledges and agrees that the Company and the
Proposal Trustee agree to furnish the Information to the undersigned solely for the
Rurpese-of-the-Motions and the undersigned covenants that it (which, for the purposes of
such covenant shall include any and all of its officers, professional counsel, directors,
agents or employees or any other person who receives any of the Information from any of
them, {whether in Canada, the Republic of Korea or otherwise) such as professional
consultants and representatives — all of which are collectively referred to hereafter as
“Permitted Persons”) shall not use the Information for any purpose other than the
PurposeMotions. For greater certainty, the undersigned and the Permitted Persons shall
not use the Information in carrying on its business or that of any affiliate, as defined in the
Securities Act (Ontario), and will not disclose the Information to any other person, firm,
corporation or organization without the Company’s prior written consent, and specifically
shall not disclose any of the Information to the Stalking Horse Bidder in the Korean
restructuring proceedings for the Undersigned (the “Korean Proceedings”), and the
Information shall not be published or provided to any other parties to the Korean
Proceedings. Upon request, t¥he undersigned shall provide the-Company-and-the Proposal
Trustee with lists of all persons to whom any Information is made available. Fhe

Notwithstanding section 2, the Information, or any part thereof, may be disclosed to and
used by the Permitted Persons to the extent that it is necessary for the RuspeseMotions,
provided that any such persons undertake to maintain the confidentiality of such
Information, and in particular the Identity of the Proposed Purchaser, the Purchase Price,
and the Leasehold Rate.

For greater certainty, but without limiting the covenants herein to keep the Information
confidential, the undersigned agrees to take all reasonable steps to prevent the disclosure
of the Information, by ensuring that:

a) Only Permitted Persons whose duties require them to review the Information shall
have access thereto, and they shall be instructed and required to treat the Information
as confidential;

fid (ity and Non-Disclosure Agl ~ FT EnE Canada Inc.
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b) Proper and secure storage is provided for all written Information or any Information
which is stored on any computer or data retrieval system;

¢} The undersigned shall not make, permit or cause to be made copies of the Information;
and

d) The undersigned shall not disclose the Information to any person other than the
Permitted Persons for any reason whatsoever unless:

{i) in the reasonable opinion of independent legal counsel, and approved by the
Company or the Proposal Trustee in writing in advance, such approval not to
be unreasonably withheld, disclosure is required under federal or provincial
law, the laws of the Republic of Korea or by an order of a Court having
Jurisdiction over such matters;

(i) any securities commission, stock exchange or other regulatory body having
jurisdiction requires disclosure, in Canada or in Korea; or,

(iii) disclosure is required to be made by the undersigned pursuant to due legal
process, whether in Canada or Korea.

Notwithstanding section 2, "Information” does not include information that: (i) is now or« (Formatted: Indent: Left: 0"

subsequently becomes generally available to_the public other than as a_result of an ( Formatted: Font: (Defautt) +Body (Calibr), 11 pt

improper disclosure by the undersigned or any person to whom the undersigned provides
any Information pursuant to this Agreement, (ii} becomes available to the undersigned
from a source other than the Proposal Trustee or the Company, provided that such source
is not known by the undersigned to be bound by obligations of confidentiality to Proposal
Trustee or Company with respect to such information, (iii) is obtained through any legal
process, or {iv} is information that the Company or the Proposal Trustee agrees in writing
may be disclosed notwithstanding that it was confidential when originally provided.

86. In the event that the undersigned or any Permitted Person becomes legally compelled to
disclose any of the Information, the undersigned shall provide the Company and the
Proposal Trustee with prompt notice so that the Company may seek a protective order or
other appropriate remedy and/or waive compliance with the provisions of this Agreement.
In the event that either such protective order or other remedy is obtained or the Company
waives compliance with provisions of this Agreement, the undersigned shall furnish only
that portion of the Information which is legally required and shall exercise its best efforts
to obtain a protective order or other reliable assurance that confidential treatment will be
accorded to the Information.

in the event that the undersigned learns of any unauthorized disclosure of the Information,
or that the Information has been or is being used for any reason other than the
PurposeMotions, the undersigned shall immediately notify the Company and the Proposal
Trustee of the unauthorized disclosure, and shall assist the Company and / or the Proposal
Trustee in attempting to prevent any further unauthorized disclosure and shall, if
requested, assist the Company and / or the Proposal Trustee in any legal proceedings that

C denti and Non-Disclosure Ag = FT EnE Canada Inc.



may be commenced in that regard, including by providing affidavit evidence in any such
legal proceeding.

The undersigned acknowledges that it and the Permitted Persons shall continue to be
bound to hold the Information in confidence until the earlier of a) an Approval and Vesting
Order for the transaction contemplated under the APS is obtained and the closing of the
transaction with the Proposed Purchaser or b) for a period of three (3) years from the date
of this Agreement, and the Information together with any copies thereof shall be returned
or deleted immediately on request by the Company and/or Proposal Trustee in accordance
with section 8 hereof.

The Information, together with any copies thereof, shall be returned immediately to the
Proposal Trustee or deleted upon request without retaining copies thereof. The return or
deletion by the undersigned of any Information shall not affect any of its obligations
hereunder. It is agreed that monetary damages would not be a sufficient remedy for any
breach of this Agreement and the undersigned agrees that the Company shall be entitled
to injunctive relief, specific performance or any other appropriate equitable remedies for
any such breach, and hereby consents to an order for injunctive relief. Any of such
remedies shall not be deemed to be the exclusive remedy for any breach of this Agreement
but shall be in addition to other remedies available at law or in equity to the Company.

Any notice required or permitted to be given under this Agreement shall be given in writing
and shall be either hand-delivered or sent by courier, pre-paid registered mail, facsimile
transmission or electronic mail to the following addresses:

(i) in the case of the Company and MNP Ltd., as follows:

FT EnE Canada Inc. and MNP Ltd.

¢/o MNP Ltd.

111 Richmond Street West, Suite 300
Toronto, Ontario MSH 2G4

Attention: Michael Litwack
Telephone: (647) 475-4589
Facsimile: (416) 596-7894

Email: michael.litwack@mnp.ca

{ii) in the case of the undersigned, as follows:

Finetex EnE, inc.

lity and Non-Discl Agl — FT EnE Canada Inc.
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11.

13.

14.

15.

16.

Baker & McKenzie LLP
Brookfield Place, Suite 2100
181 Bay Street, P.O. Box 874

Toronto, Ontario, Canada M5J 2T3
{Postal Code)

Attention: Michael Nowina

Tel: +1 416 865 2312
Fax: +1 416 863 6275
Email: michael.nowina@bakermckenzie.com

Any notice personally delivered, or sent by electronic mail or by facsimile transmission
shall be deemed to have been received on the date of delivery. Any notice sent via pre-
paid registered mail shall be deemed to have been received on the fourth business day
following mailing. Any notice sent via courier shall be deemed to have been received on
the following business day. Either of the Company and MNP Ltd. or the undersigned may
change its address for service of notice or the person to whom such notice shall be directed
from time to time by notice given in accordance with the foregoing.

The undersigned agrees that it shall not assign this Agreement or any of its rights
hereunder, whether in whole or in part.

This Agreement shall be governed by and construed in accordance with the laws of the
Province of Ontario (and, if applicable, the federal laws of Canada) and each of the
undersigned hereby irrevocably attorn to the jurisdiction of the Ontario Superior Court of
Justice (Commercial List).

The undersigned acknowledges and confirms that any costs incurred by any consultant
related to its review of the Information are solely its obligation and responsibility.

The undersigned acknowledges and agrees that it has had the opportunity to obtain
independent legal advice as to the terms and conditions of the Agreement and has either
received same or expressly waived its right to do so.

This Agreement shall enure to the benefit of and be binding upon the parties hereto and
their respective heirs, executors, administrators, legal personal representatives, trustees,
successors and permitted assigns.

This Agreement constitutes the entire agreement between the undersigned, the Company
and the Proposal Trustee with respect to the subject matter hereof and supersedes all
prior agreements and or discussions relating to the subject matter hereof. This Agreement
may only be amended by further written agreement between the parties.

For good and valuable consideration, the receipt and adequacy of which is hereby
acknowledged, each of the undersigned have executed this Agreement and hereby agree
to all of the obligations in favour of the Company and/or the Proposal Trustee
contemplated herein.

= FT En€ Canada Inc.

fid lity and Non-Discl e Agl

3
3
T2

ey

23

-~

i i



Dated at this day of 2019
OR Finetex EnE, Inc.
{Signature of Person ~ individual) {Name of Corporation)
Name: Per:

Tﬁmuu of Witness — Individual)

Name:

Confi lity and Non-Disct

- FT EnE Canada Inc.

(Signature of Authorized Signing Officer)

Name:
Title

1 have the authority to bind the
corporation
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CONFIDENTIALITY AND NON-DISCLOSURE AGREEMENT

TO: FT ENE CANADA INC.
-and-

MNP LTD., in its capacity as Proposal Trustee of FT EnE Canada Inc.
Attention: Michael Litwack

RE: FT ENE CANADA INC. (the “Company”)

The undersigned has expressed an interest in reviewing the information more particularly
defined below (the “Information”) solely for the purpose (the “Purpose”) of evaluating the
proposed transaction for the purchase of the Real Property Assets of the Company by Edwards
Protech Ltd. (the “Proposed Purchaser”) in the context of proceedings to be brought before
the Ontario Superior Court of Justice (Commercial List) by the Company by way of a motion to
obtain a Sale Approval and Vesting Order relating to the Real Property Assets to the Proposed
Purchaser and a motion by the undersigned regarding the termination of the Proposal
Proceeding and for other relief (the “Motions”). The undersigned understands and agrees that
the Company and for MNP Ltd., in its capacity as Proposal Trustee of the Company (the
“Proposal Trustee”) are willing to provide the undersigned with the Information, provided that
the undersigned provides its respective undertakings as set out herein with respect to the
Information.

The undersigned acknowledges and agrees that the Information contains sensitive confidential
business information about the Company. The undersigned agrees that it shall keep the
Information confidential and that it shall make no use of the Information other than in
accordance with the Purpose.

The undersigned appreciates and confirms its understanding that all of the Information is of a
confidential nature. In consideration of the Company and/or the Proposal Trustee providing
such Information and for other good and valuable consideration, the receipt and adequacy of
which is acknowledged, the undersigned agrees as follows:

1. "Information" in this Agreement means:

Fhe-the unredacted copy of the Agreement of Purchase and Sale executed by the
Company and the Proposed Purchaser (the "APS"), and in particular information
relating to the quantum of the Purchase Price for the Purchased Assets set out in the
APS, the leasehold rate in the APS and any communications between the undersigned
and the Company or the Proposal Trustee or its agents or representatives, and any
information or other material which in any way relates to the identity of the Proposed
Purchaser, the Purchase Price and/or the Leasehold Rate provided to the undersigned
or acquired by it during its review of the APS, regardless of whether same is marked
"Confidential".";
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b) copies of the confidential appendices attached to the Proposal Trustee's Second
Report;

c) copies of the appraisals of the Real Property #

ts; and
ajd)copies of all other documents or information that is to be filed on a confidential basis
by the Proposal Trustee or the Company in connection with the Motions.

Subject to section 4, the undersigned acknowledges and agrees that the Company and the
Proposal Trustee agree to furnish the Information to the undersigned solely for the
Purpose of the Motions and the undersigned covenants that it (which, for the purposes of
such covenant shall include any and all of its officers, professional counsel, directors,
agents or employees or any other person who receives any of the Information from any of
them, (whether in Canada, the Republic of Korea or otherwise) such as professional
consultants and representatives — all of which are collectively referred to hereafter as
“Permitted Persons”) shall not use the Information for any purpose other than the
PurpaseMotions. For greater certainty, the undersigned and the Permitted Persons shall
not use the Information in carrying on its business or that of any affiliate, as defined in the
Securities Act (Ontario), and will not disclose the Information to any other person, firm,
corporation or organization without the Company’s prior written consent, and specifically
shall not disclose any of the Information to the Stalking Horse Bidder in the Korean
restructuring proceedings for the Undersigned (the “Korean Proceedings”), and the
Information shall not be published or provided to any other parties to the Korean
Proceedings. Upon request, tThe undersigned shall provide the Company and-the Proposal
Trustee with lists of all persons to whom any Information is made available. The

undersigned undertakes -on-behalf-of the Permitted Persons, 1o not €« ict-the Proposed

e-agent retained for thesale-of

the Real Property

of-the Company:

The-undersigned-acknewledge-that-the-Company-dnd-the-Propasal

§
ae

Frustea-shall-pot-be

ned-to-have-made-any representalion orwaira Fhe-accuracy-or €

of-any of the Information furnished to it at any ny-or-the Proposal

Trus have any liability to-the undersiy

from-its- use-of-any of the Informatios

Notwithstanding section 2, the Information, or any part thereof, may be disclosed to and
used by the Permitted Persons to the extent that it is necessary for the PurposeMotions,
provided that any such persons undertake to maintain the confidentiality of such
Information, and in particular the Identity of the Proposed Purchaser, the Purchase Price,
and the Leasehold Rate.

For greater certainty, but without limiting the covenants herein to keep the Information
confidential, the undersigned agrees to take all reasonable steps to prevent the disclosure
of the Information, by ensuring that:

a) Only Permitted Persons whose duties require them to review the Information shall
have access thereto, and they shall be instructed and required to treat the Information
as confidential;

Confidentiality and Non-Disclosure Agreement — FT EnE Canada Inc.
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b) Proper and secure storage is provided for all written Information or any Information
which is stored on any computer or data retrieval system;

¢) The undersigned shall not make, permit or cause to be made copies of the Information:
and

d) The undersigned shall not disclose the Information to any person other than the
Permitted Persons for any reason whatsoever unless:

(i) in the reasonable opinion of independent legal counsel, and approved by the
Company or the Proposal Trustee in writing in advance, such approval not to
be unreasonably withheld, disclosure is required under federal or provincial
law, the laws of the Republic of Korea or by an order of a Court having
jurisdiction over such matters;

(i) any securities commission, stock exchange or other regulatory body having
jurisdiction requires disclosure, in Canada or in Korea; or,

(iii) disclosure is required to be made by the undersigned pursuant to due legal
process, whether in Canada or Korea.

5. Notwithstanding section 2, "Information" does not include information that: (i) is now or
subsequently becomes generally available to the public other than as a result of an
improper disclosure by the undersigned or any person to whom the undersigned provides
any Information pursuant to this Agreement, (ii) becomes available to the undersigned
from a source other than the Proposal Trustee or the Company, provided that such source
1s not known by the undersigned to be bound by obligations of confidentiality to Proposal
lrustee or Company with respect to such information, (iii) is obtained through any legal

process, or (iv) is infermation that the Company or the Proposal Trustee agrees in writing

may be disclosed notwithstanding that it was confidential when originally provided

50. In the event that the undersigned or any Permitted Person becomes legally compelled to
disclose any of the Information, the undersigned shall provide the Company and the
Proposal Trustee with prompt notice so that the Company may seek a protective order or
other appropriate remedy and/or waive compliance with the provisions of this Agreement.
In the event that either such protective order or other remedy is obtained or the Company
waives compliance with provisions of this Agreement, the undersigned shall furnish only
that portion of the Information which is legally required and shall exercise its best efforts
to obtain a protective order or other reliable assurance that confidential treatment will be
accorded to the Information.

In the event that the undersigned learns of any unauthorized disclosure of the Information,
or that the Information has been or is being used for any reason other than the
Purposelotions, the undersigned shall immediately notify the Company and the Proposal
Trustee of the unauthorized disclosure, and shall assist the Company and / or the Proposal
Trustee in attempting to prevent any further unauthorized disclosure and shall, if
requested, assist the Company and / or the Proposal Trustee in any legal proceedings that

Confidentiality and Non-Disclosure Agreement — FT EnE Canada Inc.
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may be commenced in that regard, including by providing affidavit evidence in any such
legal proceeding.

6. The undersigned acknowledges that it and the Permitted Persons shall continue to be
bound to hold the Information in confidence until the earlier of a) an Approval and Vesting
Order for the transaction contemplated under the APS is obtained and the closing of the
transaction with the Proposed Purchaser or b) for a period of three (3) years from the date
of this Agreement, and the Information together with any copies thereof shall be returned
or deleted immediately on request by the Company and/or Proposal Trustee in accordance
with section 8 hereof.

7. Theundersigned toehariless

from-any-and all which-arise

direct m-the unauthorized

ersigned, or

by-its-officers—employees—pro ny-othes

way whichscontrargto- theterms of this Apresment

8. The Information, together with any copies thereof, shall be returned immediately to the
Proposal Trustee or deleted upon request without retaining copies thereof. The return or
deletion by the undersigned of any Information shall not affect any of its obligations
hereunder. It is agreed that monetary damages would not be a sufficient remedy for any
breach of this Agreement and the undersigned agrees that the Company shall be entitled
to injunctive relief, specific performance or any other appropriate equitable remedies for
any such breach, and hereby consents to an order for injunctive relief. Any of such
remedies shall not be deemed to be the exclusive remedy for any breach of this Agreement
but shall be in addition to other remedies available at law or in equity to the Company. In

the-event-that-the Company-brings-an action to-enforce the

undersigned’s obligations

he nder—the-unde d-shalb-reimbuese s-and

including-legsl

9. Any notice required or permitted to be given under this Agreement shall be given in writing
and shall be either hand-delivered or sent by courier, pre-paid registered mail, facsimile
transmission or electronic mail to the following addresses:

(i) in the case of the Company and MNP Ltd., as follows:

FT EnE Canada Inc. and MNP Ltd.

c/o MNP Ltd.

111 Richmond Street West, Suite 300
Toronto, Ontario M5H 2G4

Attention: Michael Litwack
Telephone: (647) 475-4589
Facsimile: (416) 596-7894
Email: michael.litwack@mnp.ca

(ii) in the case of the undersigned, as follows:

Finetex EnE, Inc.

Confidentiality and Non-Disclosure Agreement — FT EnE Canada Inc,
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Baker & McKenzie LLP
Brookfield Place, Suite 2100
181 Bay Street, P.O. Box 874

Toronto, Ontario, Canada M5! 2T3
(Postal Code)

Attention: Michael Nowina

Tel: +1 416 865 2312
Fax: +1 416 863 6275
Email: michael.nowina@bakermckenzie.com

Any notice personally delivered, or sent by electronic mail or by facsimile transmission
shall be deemed to have been received on the date of defivery. Any notice sent via pre-
paid registered mail shall be deemed to have been received on the fourth business day
following mailing. Any notice sent via courier shall be deemed to have been received on
the following business day. Either of the Company and MNP Ltd. or the undersigned may
change its address for service of notice or the person to whom such notice shall be directed
from time to time by notice given in accordance with the foregoing.

10. The undersigned agrees that it shall not assign this Agreement or any of its rights
hereunder, whether in whole or in part.

11. This Agreement shall be governed by and construed in accordance with the laws of the
Province of Ontario (and, if applicable, the federal laws of Canada) and each of the
undersigned hereby irrevocably attorn to the jurisdiction of the Ontario Superior Court of
Justice (Commaercial List).

13. The undersigned acknowledges and confirms that any costs incurred by any consultant
related to its review of the information are solely its obligation and responsibility.

14. The undersigned acknowledges and agrees that it has had the opportunity to obtain
independent legal advice as to the terms and conditions of the Agreement and has either
received same or expressly waived its right to do so.

15. This Agreement shall enure to the benefit of and be binding upon the parties hereto and
their respective heirs, executors, administrators, legal personal representatives, trustees,
successors and permitted assigns.

16. This Agreement constitutes the entire agreement between the undersigned, the Company
and the Proposal Trustee with respect to the subject matter hereof and supersedes all
prior agreements and or discussions relating to the subject matter hereof. This Agreement
may only be amended by further written agreement between the parties.

For good and valuable consideration, the receipt and adequacy of which is hereby
acknowledged, each of the undersigned have executed this Agreement and hereby agree
to all of the obligations in favour of the Company and/or the Proposal Trustee
contemplated herein.

C iality and Non-Disck \g! ~ FT EnE Canada Inc.
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Dated at

this day of 2019

OR

Finetex EnE, Inc.

(Signature of Person ~ Indlvidual)

Name:

{Name of Corporation)

Per:

(Signature of Witness - Individuz!)

Name:

Confidentiality and Non-Disck

- FT EnE Canada Inc.

(Signature of Authorized Signing Officer)

Name:
Title

| have the autherity to bind the
corporaticn



This is Exhibit “C” referred to in
the Affidavit of KIM HUMPHREY
sworn before me on May 28, 2019

IR 7

GLENN GIBSON
LSO # 728811

Commissioner for taking affidavits
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Court File No. 32-2480036
Estate File No. 32-2480036

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE PROPOSAL OF FT ENE CANADA INC,, OF THE CITY OF
BRANTFORD, IN THE PROVINCE OF ONTARIO

AFFIDAVIT OF YOONJUN PARK

(Sworn March 22, 2019)
I, YOONJUN PARK, of the City of Cambridge in the Province of Ontario, make oath

and swear:

1. I am the General Manager of FT EnE Canada Inc. (“Company”), and as such I have
personal knowledge, information and belief of the matters to which I hereinafter depose. Where
statements are based upon information received from others, I have identified the source of that

information, and verily believe it to be true.

2. [ swear this affidavit in support of a motion brought by the Company for an order, inter

alia:

(a) approving a sale and investment solicitation process, nunc pro tunc, commenced

in respect of the Company’s business and assets (“Sale Process”);

(b)  extending the deadline for the Company to file a proposal to and including May

10, 2019; and
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(¢)  Granting a charge in respect of the professional fees and disbursements in favour
of legal counsel to the Company, the Trustee (as defined below), and legal
counsel for the Trustee, which charge will be and rank subordinate to the interest

of the Mortgagee (as defined below).

Background

3. On February 27, 2019, the Company commenced restructuring proceedings under the
Bankruptcy and Insolvency Act by filing a Notice of Intention to Make a Proposal (“NOI™).
MNP Ltd. was appointed to act as proposal trustee under the NOI (“Trustee”). A copy of the
Certificate of Filing (“Certificate”) from the Office of the Superintendent of Bankruptcy Canada

is attached hereto and marked as Exhibit “A”.

4, The Trustee subsequently provided the standard package to creditors, including a copy of
the NOI, the list of creditors and the amounts owed to them, and the Certificate. A copy of the

creditors’ package is attached hereto and marked as Exhibit “B”.

S. The purpose of these proposal proceedings (the “Proceeding™) is to provide the
Company with an opportunity to implement the Court approved Sale Process for all or part of its
business and assets with a view to restructuring its operations and presenting a viable proposal to
the Company’s creditors, in consultation with the Trustee. The relief requested on this motion is

integral for the Company to continue its operations and to carry out its restructuring efforts.
The Company and its Business

6. The Company is a federal corporation incorporated pursuant to the Canada Business

Corporations Act and is registered to conduct business in the Province of Ontario. It is a wholly

33
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owned subsidiary of FT EnE Inc. (“FTEI”), which is a company in South Korea. Copies of the
Company’s corporation profile reports from the Government of Canada and the Province of

Ontario are attached hereto and marked as Exhibit “C”.

7. The Company’s head office is located at 14 Sharp Road, Brantford, Ontario (the
“Property”). The Company is also the registered owner of the Property. The Property has
approximately 37,000 square feet of total area space, which includes an office and manufacturing
and warehouse space from where the Company operates.  Attached hereto and marked as

Exhibit “D” is a copy of the parcel register with respect to the Property.

8. The Property was originally purchased in 2013 by 8288364 Canada Inc., which later

changed its name to the Company.

9. It has come to my attention that the Company likely owns a subsidiary in China. I believe
this subsidiary is not operating and may be in the process of being dissolved. I am in the process

of gathering further information about the status of this entity and the Company’s interest in it.

10.  The Company is in the business of producing nanofiber technology, which is used in a
wide range of industrial and commercial applications, such as power generation inlet filters and
air pollution control files. The Company has 18 employees, including 6 foreign workers from the
Philippines who hold temporary work permits. If the Company is liquidated or goes bankrupt,

these employees will lose their jobs and the temporary workers will have to be sent home.

11.  Royal Bank of Canada (the “Mortgagee”) is the Company’s banker and operating lender,
providing, amongst other credit facilities, an operating line with a credit limit of $2 million (the

“Operating Line”), which continues to revolve. As at the date of the NOI filing, the
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indebtedness associated with the Operating Line amounted to approximately $1.89 million.

12.  In support of and to secure the Company’s indebtedness to the Mortgagee, the Company

has given security to the Mortgagee.

13. The Property is subject to a mortgage in favour of the Mortgagee in the amount of
$1,267,000.00, which was registered on title to the Property on January 21, 2015 as Instrument
No. BC269209 (the “Mortgage™). A copy of the Mortgage is attached hereto and marked as

Exhibit “E”. The Mortgage is current.

14.  Attached hereto and marked as Exhibit “F” is a copy of the results of the Personal

Property Security Registration System with respect to the Company (“PPSA Results™).

15. The PPSA Results indicate that the Mortgagee has security on the assets, property and
undertaking of the Company, in accordance with a General Security Agreement between the
Mortgagee and the Company, dated January 15, 2015, a copy of which is attached hereto and

marked as Exhibit “G”.

16. VW Credit Canada Inc. (“VW?”) has also registered a security interest with respect to a

2018 Volkswagen Tiguan Highline vehicle.
The NOI Filing

17.  The Company filed an NOI due to concerns arising from the business activities of its
parent company in South Korea, FTEI, which partially ceased its normal business operations and

filed for insolvency protection on February 27, 2019.

18.  The parent company has begun steps to file for insolvency protection in South Korea.
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The précise details of that proceeding are not known to me. The parent company is subject to
significant reviews of its accounting practices and its publically traded shares on the Korean
Stock Exchange are in the process of being delisted. [ was concerned that the issues in Korea
would cause financial difficulties for the Company in the near future. In addition, while the
Company does not have all of the same issues as FTEL, the Company was concerned that it may
lose its ability to act independently from the parent company, or otherwise become wrapped up
in the insolvency of FTEI in South Korea, to the detriment of its business partners and customers
in Canada. The parent company appears to be owed in excess of $6,000,000 by the Company on

an unsecured basis.

19.  Within 10 days of the filing of the NOI, the Company worked in conjunction with the
Trustee and filed a cash flow with the Office of the Superintendent of Bankruptcy as required. A

copy of the cash flow is attached hereto and marked as Exhibit “H”.

20.  Prior to and since filing the NOI, the Company and the Trustee have also had direct

communications with the Mortgagee in regards to the Company’s restructuring efforts.

21.  Since filing its NOI, the Company has continued to operate in the ordinary course and has

diligently been working on restructuring its affairs, including by:

(a)  Assisting the Trustee with the development and implementation of the Sale
Process and associated marketing materials, including a Teaser (as defined below)
and confidential information memorandum (“CIM”) for prospective purchasers of

the business;

(b) Working with the Trustee in preparing cash flow statements:



to the Proceeding;

(d)  Liaising with the Company’s management and directors regarding its

restructuring efforts;

(¢)  Continuing to operate its business, including by processing orders from its

customers; and

3] Addressing inquiries from employees, creditors, the Mortgagee and other
stakeholders, and keeping these stakeholders appraised of developments in the

Proceeding.
Sale Process

22. On November 15, 2018, the Company entered into a listing agreement with Colliers
Macaulay Nicolls Inc. (“Colliers™) to list the Property for a period of six months expiring on
May 15, 2019 (“Listing Agreement”). A copy of the Listing Agreement is attached hereto and
marked as Exhibit “I”. However, the Company had been unable to find a buyer for the building
who would provide a reasonable lease back to the Company, such that it could continue to

operate.

23.  As aresult, on or about March 21. 2019, the Company commenced a public process to
sell all or part of its business and/or assets, including the Property, and, by way of a vesting order
of this Court, to convey the Property free and clear of the various encumbrances which would

ordinarily be vested out by such an order.

24.  The Sale Process is being run by the Trustee, with the input of the Company and in

-6- agnn
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consultation with the Mortgagee. The ultimate purchaser, if any, will be selected by the
Company. Prior to its commencement, | reviewed the Sale Process presented by the Trustee and

was in agreement with it.
25.  The key features of the Sale Process are as follows:

(a) the Company and the Trustee compiled a list of prospective investors and

purchasers, and solicited the market for any interested parties;

(b) the Trustee distributed an interest solicitation letter (“Teaser”) and a

confidentiality agreement to interested parties;

() each party that signed a confidentiality agreement was or will be provided with
access to an electronic data room, including the CIM and other relevant

information, and the opportunity to perform due diligence;

(d)  any interested party who wishes to purchase all or part of the Company’s assets or
invest in the Company’s business will be required to submit a written, non-
binding letter of intent to the Company (care of the Trustee) by April 18, 2019
(“LOI”). Each LOI must contain the following information to be a qualified LOI

(“Qualified LOI™):
@) a deposit of $25,000;

(i)  an indication of the anticipated sources of capital and preliminary
evidence of financial viability in respect of an offeror’s ability to

consummate an offer;




(e)
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(iii) - a letter identifying the identity and contact information for each offeror,

including disclosure of the direct and indirect owners;

(iv)  an indication of whether the offeror wishes to tender an offer to acquire
either all or part of the Property of the Company, or to make an investment

in the Company’s business;

(v)  any conditions to closing and due diligence the offeror requires; and
(vi)  details of the proposed sale transaction;

the Company will provide each bidder that submitted a Qualified LOI with a

proposed form of agreement of purchase and sale (“APS™);

the deadline for each qualified bidder to submit a final bid, along with a deposit,

will be May 17, 2019;

if one or more Qualified Bids (as defined in the Sale Process) are received, the

Trustee in consultation with the Company and the Mortgagee may choose to:

(i) accept one (or more if distinct transactions) and finalize the APS with the

successful bidder; or

(ii)  continue negotiations with a selected number of bidders with a view

toward finalizing an APS with one or more bidders;

it is expected that the parties will return to the Court to obtain an Approval and

Vesting Order by May 28, 2019; and
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M The closing of the transaction will be no later than May 31, 2019.

26.  As mentioned above, the Company has listed the Property with Colliers pursuant to the
Listing Agreement and has engaged in preliminary discussions with prospective purchasers of
the Property. The Company and the Trustee intend to work with Colliers to amend the Listing
Agreement on a consensual basis to confirm that the Colliers engagement will be subject to the

Proceeding and the Sale Process initiated by the Trustee and the Company. We hope that we will

be able to resolve this issue in advance of the return date for this motion.

27. 1 believe the Sale Process will allow for the Company’s business and assets to be
marketed and sold in a transparent and open matter within a fairly expedited period of time. The
Sales Process provides for the general solicitation of bids and flexibility in the selection of a
successful bidder with consultation from the Mortgagee, the Company’s largest secured creditor.
It is designed to ensure that value is maximized for the benefit of the Company’s creditors and

stakeholders generally.
Stay Extension

28.  Since the date of the filing of the NOI, the Company has been acting in good faith and
with due diligence, and continues to act in this manner in its relationships with its employees and

creditors, and in pursuing a restructuring plan and a sale of its business and assets.

29.  The Company will have sufficient funds to operate during the extended stay, as set out in
the updated cash flow statement, which will be included in the Trustee’s Report filed in support

of this motion.

30.  Asnoted above, the Company requires additional time to continue its restructuring efforts
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in order to market and sell its business and assets (including the Property) with the assistance of
the Trustee, and to formulate and file a proposal for the benefit of its creditors. I believe that the
Company will be more likely to make a viable proposal if the extension of time requested is

granted.

31.  If the stay extension is not granted, the Company will simply be bankrupt and will have
to be liquidated. In my view, this would be detrimental to the Company’s many stakeholders and

would likely result in reduced realizations for its creditors.

32. I am not aware of any creditor that would be materially prejudiced if the stay of
proceedings was extended to the requested date. [ am also not aware of any party that objects to

the proposed extension.
Charge for Professional Fees

33.  The Company is seeking a charge over the assets, undertakings and property of the
Company with respect to the professional fees and expenses of its legal counsel, the Trustee, and
the Trustee’s counsel (“Administration Charge”), which is intended to rank just behind the

secured interest of the Mortgagee.

34.  The Company has retained Blaney to assist it in the process of restructuring its affairs and

making a proposal to its creditors.

35.  Blaney will assist the Company in formulating a proposal, which will hopefully be
accepted by the creditors, thereby preventing the Company’s bankruptcy. It is anticipated that

Blaney will also liaise with the Trustee and the Company’s creditors in the course of the

Proceeding. Indeed, Blaney has already been in contact with the Trustee and the Mortigagee with
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respect to this motion. Blaney will also provide the Company with strategic advice with respect

to its Sale Process.

36. I believe that Blaney’s expertise, advice and guidance to the Company throughout the
Proceeding will be essential to a successful restructuring, and will ensure that the value of the

business and/or assets, including the Property, is maximized for the benefit of all stakeholders.

37. Similarly, the Trustee is instrumental to the Proceeding. The Trustee will assist the
Company in the Proceeding, including in monitoring its business and financial affairs,
maintaining its business operations and conducting the Sale Process. The Trustee will also
communicate with and provide information to the Company’s creditors, including the

Mortgagee.

38.  The Mortgagee has advised they do not oppose this charge provided it is subordinate to
their interest. 1 have confirmed that Blaney and the Trustee are prepared to proceed on that

basis.

39. I swear this affidavit in support of the Company’s motion for an Order approving the
Sales Process, granting an extension in respect of the deadline to file a proposal, and granting the

Administration Charge, and for no improper purpose.

SWORN BEFORE ME at the City of )
Toronto, in the Province of Ontario, this 22™ ‘
day of March, 2019. \
) / {__\
A Com'rm'ssioner for Taking Affidavits, etc. YOONJUN PARK

Aleandty,  Teed otes cu



This is Exhibit “D” referred to in
the Affidavit of KIM HUMPHREY
sworn before me on May 28, 2019

GLENN GIBSON
LSO # 728811

Commissioner for taking affidavits
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Court File No. 32-2480036
Estate File No. 32-2480036

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE PROPOSAL OF FT ENE CANADA INC,, OF THE CITY OF
BRANTFORD, IN THE PROVINCE OF ONTARIO

AFFIDAVIT OF YOONJUN PARK
(Sworn April 30,2019)

I, YOONJUN PARK, of the City of Cambridge in the Province of Ontario, make oath and

swear:

1. I am the General Manager of FT EnE Canada Inc. (“Company”), and as such I have
personal knowledge, information and belief of the matters to which I hereinafter depose. Where
statements are based upon information received from others, I have identified the source of that

information, and verily believe it to be true.

2. [ swear this affidavit in support of a motion brought by the Company for an order, among
other things, extending the current stay of proceedings in this matter from May 10, 2019 to June

24,2019.

Background

3. This matter was last before this Court on March 28, 2019 when the Honourable Justice
Penny granted an order (“Penny Order”) that, among other things, approved a Sale and

Investment Solicitation Process (“SISP”), and extended the initial stay of proceedings in this
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matter to May 10, 2019. A copy of the Penny Order is attached hereto and marked as Exhibit

(13 A”
.

4. The background that led the Company to commence this proceeding is set out in my earlier
affidavit sworn in support of the prior motion (“March Affidavit”); however, for convenience
sake, I will set out some of that again here. A copy of my March Affidavit (without exhibits) is

attached hereto and marked as Exhibit “B”.

5. The Company was incorporated in 2012 pursuant to the Canada Business Corporations
Act and is registered to conduct business in the Province of Ontario. It is a wholly owned subsidiary
of Finetex EnE, Inc. (“FTEI”), which is a corporation incorporated in South Korea. As explained
below, the Company commenced this proceeding following information that FTEI was in the midst

of commencing its own rehabilitation proceeding in South Korea.

6. The Company operates out of a property which it owns and which is located at 14 Sharp
Road, Brantford, Ontario (the “Property”). The Property has approximately 37,000 square feet of

total space, including an office and manufacturing and warehouse space.

7. The Company produces nanofiber technology which is used in a wide range of industrial
and commercial applications. The Company has 18 employees, including 6 foreign workers from
the Philippines who are in Canada on temporary work permits. The Company continues to operate
at this time; it continues to receive sales orders and it is working to produce the nanofiber

technology to fulfill those orders.

8. The Royal Bank of Canada (the “Bank™) is the Company’s banker and operating lender,

providing, among other credit facilities, a revolving operating line with a credit limit of $2 million



pov-
AT

RN
T

(the “Operating Line”).

9. The Operating Line is secured by a mortgage registered in favour of the Bank in the
principal amount of $1,267,000.00. The Bank also has registered a security interest against the
assets, property and undertakings of the Company, in accordance with a General Security

Agreement between the Bank and the Company, dated January 15, 2015.

10.  In addition, the Bank has additional security by way of a personal guarantee from one of

the company’s principals, J.C. Park.

Proposal Process and SISP

11.  On February 27, 2019, the Company filed a Notice of Intention to Make a Proposal
(“NOTI”) and MNP Ltd. was appointed as proposal trustee (“Trustee”). A copy of the Certificate
of Filing (“Certificate™) from the Office of the Superintendent of Bankruptcy Canada is attached

hereto and marked as Exhibit “C”,

12.  As noted above, on March 28, 2019, the Court approved a SISP with respect to the
Company’s business and assets, and extended the deadline for the Company to file its proposal to
and including May 10, 2019. It also granted an administration charge in favour of the Trustee, its

counsel and Company counsel, which charge ranks behind the Bank’s security.

13.  Since the granting of the Penny Order, the Company has continued to operate its business,
and has obtained several new and significant orders for product. The Company has also worked
with the Trustee to carry out the SISP, including by assisting the Trustee in compiling and
providing information for inclusion in the data room, and corresponding with the Trustee and

certain prospective bidders to answer questions in respect of their potential bids.

1]

i



14, The SISP provided that written, non-binding letters of intent (“LOIs”) were to be delivered
in the specified form by 5:00 p.m. on April 18, 2019. However, in consultation with the Trustee
and the Bank, and as provided for in the SISP, the LOI deadline was extended to 5:00 p.m. on

April 24,2019,

15.  Itisanticipated that the remainder of the milestones under the SISP will remain unchanged.
Final bids are to be submitted by May 17, 2019 and any transaction of purchase and sale is to be
completed by no later than May 31, 2019, subject to the fact that the Company is under no

obligation to accept the highest or any bid.
The Colliers Listing Agreement

16.  Prior to commencing this proceeding, the Company had already listed the Property for sale
with Colliers Macaulay Nicolls Inc. (“Colliers”) by way of a written listing agreement (“Listing
Agreement”). The SISP provides that the Company with the assistance of the Trustee would have

control over the sale of all of the Company’s assets.

17.  Asaresult, the Company has worked to negotiate an amendment to the Listing Agreement,
which will continue to see Colliers involved as listing agent for the Property until May 31, 2019.
The parties agreed to amend the Listing Agreement to ensure that it conforms to the SISP. A copy

of the amendment to the Listing Agreement is attached hereto and marked as Exhibit “D”.

18.  The Company elected to seek to amend rather than disclaim the Listing Agreement as it
was of the view that the involvement of Colliers would assist with the Company’s restructuring

efforts and maximize value for its creditors.
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The South Korean Parent Company - FTEI

19.  Asset out in my March Affidavit, the Company filed an NOI in large part due to concerns
relating to its parent company in South Korea, FTEI. At the time, there was great uncertainty as
to what FTEI was doing and what would happen to the Company, its Canadian subsidiary. We
had heard that FTEI had partially ceased its business operations and that it was considering
commencing rehabilitation proceedings and seeking protection from its creditors in South Korea.
However, at the time of the NOI, the Company was not aware of the full details of the process in

South Korea.

20.  The Company wanted to preserve its options and ensure that it would be able to continue
to operate independently of FTEI, and deal with and control its intellectual property rights. As

such, the Company decided to file for insolvency protection in Ontario on February 27, 2019.

21.  Since filing its NOI, the Company has retained a law firm called SEUM Law in Seoul,
South Korea to provide the Company with general advice and information in regards to FTEI’s

rehabilitation process.

22.  SEUM Law has advised that FTEI is in the beginning stages of its own rehabilitation
process. SEUM Law further advises that FTEI sought protection from its creditors on February
27, 2019, that certain initial relief was only granted on March 5, 2019, and that FTEI’s initial
application was granted by the Seoul Rehabilitation Court on March 27, 2019. We are still

communicating with SEUM Law to understand what impact, if any, this has on the Company.

23.  There are now, to our knowledge, two separate court-supervised insolvency/rehabilitation

proceedings in two jurisdictions. In addition, I understand that on April 26, 2019, the delisting of



FTED’s publically traded shares was authorized by the KOSDAQ Market Division of the Korean

Exchange to proceed.

24.  FTEl is currently dealing with a number of serious issues. These include issues related to
its intellectual property, including its licences to use and exploit the nanofiber technology that is
critical to its operations, its status and listing as a public company on the South Korean stock
exchange, as well as its dealings with its subsidiaries and related entities in Canada, the Philippines

and China.

25.  The Company is concerned about FTEI, its parent, and its rehabilitation proceedings, and
is exploring whether there may be a way to coordinate and resolve these issues collectively. This
in turn could potentially increase the value of the worldwide business and make the enterprise
more appealing to international purchasers. Indeed, I understand that one entity has already

established contact with us to try to find out if it could bid for the entire worldwide enterprise.

26.  However, addressing these questions and determining whether a different route is possible
and appropriate will take some time. Indeed, it is likely to take longer than the six months
permitted under the proposal process. As a result, the Company is exploring whether there might
be greater value for Canadian stakeholders if the proposal proceeding is converted into a

proceeding under the Companies’ Creditors Arrangement Act (“CCAA”).

27.  This idea has been presented to and discussed with the Trustee and the Bank, but only on
a very preliminary basis and from a “high level” at this point. All involved are continuing to

review their options and no decisions have been made at all on this point by the Company.

28.  The Company and its lawyers continue to communicate with SEUM Law and monitor
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FTEI’s restructuring efforts. The Company is also continuing to consider how FTEI’s application

impacts the Company’s proposal, if at all.

Stay Extension

29.  Since the date of the filing of the NOI, the Company has acted in good faith and with due
diligence to try to find a solution that benefits its creditors and stakeholders. It continues to operate
and maintain its relationships with its employees and creditors, and to pursue the SISP as

previously authorized and directed.

30.  More specifically, the Company has continued to operate in the ordinary course and has

diligently been working on restructuring its affairs, including by:

(a) Assisting the Trustee with the SISP;

(b)  Working with the Trustee in preparing cash flow statements;

(¢)  Communicating with its counsel, the Bank, and counsel for the Bank with respect

to the SISP and its proposal proceeding;

(d)  Communicating with SEUM Law to obtain more and better information as to the
Company’s parent in South Korea and in particular with respect to its ongoing

rehabilitation proceeding;

(e) Continuing to operate its business, including by processing orders from its

customers; and,

® Considering other options with respect to its future, including possible alternate

insolvency proceedings, including an application under the CCAA to permit the
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Company additional time to consider what is in the best interests of the Company

and its stakeholders.

31.  The Company has not sought any interim financing as part of this proposal proceeding and
anticipates that it will have sufficient funds to operate during the requested extended period for the
stay of proceedings. All of this is set out in the updated cash flow statement, which is attached

hereto and marked as Exhibit “E*,

32.  As noted in the cash flow, the Company has secured higher than anticipated purchase
orders for additional new product from the Company, in excess of $1 million. Assuming these are

processed, this will assist the Company with its liquidity during the extended stay period.

33.  Asnoted above, the Company requires additional time to continue its restructuring efforts
in order to market and sell its business and assets (including the Property) with the assistance of
the Trustee, and to formulate and file a proposal for the benefit of its creditors. I believe that the
Company will be more likely to make a viable proposal if the extension of time requested is

granted.

34.  If the stay extension is not granted, the Company will simply become bankrupt and will
have to be liquidated. In my view, this would be detrimental to the Company’s many stakeholders

and would likely result in reduced realizations for its creditors.

35.  Iamnot aware of any creditor that would be materially prejudiced if the stay of proceedings
was extended to the requested date. I am also not aware of any party that objects to the proposed

extension.

36. I swear this affidavit in support of the Company’s motion for an Order extending the stay
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of proceedings and for the deadline for the Company to file a proposal, and for no improper

—

purpose.

SWORN BEFORE ME at the City of &%
Toronto, in the Province of Ontario, this “day

of April, 2019.
,7 / T i W’wﬁ“
(Wl ) ==
A Commissioner for Taking Affidavits, etc. ' YOONJUN PARK
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This is Exhibit “E” referred to in
the Affidavit of KIM HUMPHREY
sworn before me on May 28, 2019

2 —_

GLENN GIBSON
LSO # 728811

Commissioner for taking affidavits
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Court No. 32-2480036
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE PROPOSAL OF
FT ENE CANADA INC,,
OF THE CITY OF BRANTFORD,
IN THE PROVINCE OF ONTARIO

FIRST REPORT TO THE COURT SUBMITTED BY MNP LTD.,
IN ITS CAPACITY AS TRUSTEE IN RE THE PROPOSAL
OF FT ENE CANADA INC.

(Returnable March 28, 2019)

MARCH 26, 2019 PALLETT VALO LLP
Lawyers & Trade-Mark Agents
77 City Centre Drive, West Tower
Suite 300
Mississauga, Ontario
LSB IMS

ALEX ILCHENKO, C.S. (LSUC NO. 33944Q)
Tel:  (905) 273-3300
Fax:  (905)273-6920

Lawyers for MNP Limited
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Court File No. 32-2480036
Estate File No. 32-2480036

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE PROPOSAL OF
FT ENE CANADA INC.,,
OF THE CITY OF BRANTFORD,
IN THE PROVINCE OF ONTARIO

FIRST REPORT TO THE COURT SUBMITTED BY MNP LTD.,
IN ITS CAPACITY AS TRUSTEE IN RE THE PROPOSAL
OF FT ENE CANADA INC.

March 26, 2019

INTRODUCTION

. On February 27, 2019, FT EnE Canada Inc. (“FTC” or “the Company”) filed a Notice of
Intention to Make a Proposal (“NOI”) pursuant to section 50.4 of the Bankruptcy and
Insolvency Act, R.S.C. 1985, ¢. B-3, as amended (the “BIA”), wherein MNP Ltd. (“MNP”)
was named as proposal trustee (the “Proposal Trustee”) of the Company. A copy of the
NOI is attached hereto and marked as Exhibit “A”.

. Notice of the NOI as prescribed by the BIA was sent on March 5, 2019 to all of FTC’s
known creditors with claims greater than $250. A copy of such notice is attached hereto
and marked Exhibit “B”.

. Information regarding the proceedings has been posted to the Proposal Trustee’s website

at hitps://mnpdebt.ca/en/corporate/Engagements/fl-enc-canada-inc.
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4. The primary purpose of these proceedings is to provide stability to FTC’s business while
FTC, under the supervision of the Proposal Trustee and with the assistance of, and in
consultation with the Company’s legal counscl (“Counsel”) (collectively the “SISP
Team”) conducts a sale and investment solicitation process (*SISP™") and works on

formulating and presenting a viable proposal to its creditors.

RESTRICTIONS

5. In preparing this Report and making the comments herein, the Proposal Trustee has been
provided with, and has relied upon, certain unaudited, draft and/or internal financial
information, the Company’s books and records, the Park Affidavit (defined below),
discussions with employees and management of the Company and information from other
third-party sources (collectively, the “Information™). LExcept as described in this Report,
the Proposal Trustee has not audited, reviewed or otherwise attempted to verify the
accuracy or completeness of the Information in a manner that would wholly or partially
comply with Generally Accepted Assurance Standards of the Chartered Professional

Accountants of Cdnada.

6. The Proposal Trustee also bases its report on the Company’s cash flow projections and
underlying assumptions and notes that its review and commentary thereon were performed
in accordance with the requirements set out in the Canadian Association of Insolvency and
Restructuring Professionals’ Standards of professional Practice No. 99-5 (Trustee’s Report
on Cash Flow Statement). Certain of the information referred to in this report consists of
financial forecasts and/or projections. An examination or review of financial forecasts and
projections and procedures, in accordance with standards set by Chartered Professional
Accountants Canada, has not been performed. Future oriented financial information
referred to in this report was prepared based on estimates and assumptions provided by the
Company’s management. Readers are cautioned that, since financial forecasts and/or
projections are based upon assumptions about future events and conditions that are not
ascertainable, actual results will vary from the projections, and such variations could be

material.



III.  PURPOSE OF THIS REPORT

7. The purpose of this Report is to:

a. Provide information to the Court with respect to the administration of the

Company’s proposal proceedings, including

i. background information regarding the Company’s operations, management

structure, and the circumstances leading to the filing of the NOI;
ii. the SISP to be conducted by FTC, as described in detail later in this Report;

iii. in respect of the Company’s request for an extension of time to file a

Proposal; and

b. Provide the Court with the Proposal Trustee’s recommendation for an Order(s),

inter alia:
i. approving the SISP, nunc pro tunc;

il. granting a charge in respect of the professional fecs and disbursements of
the Company’s legal counsel, the Proposal Trustee, and legal counsel to the
Proposal Trustee (“Administration Charge”) over all property, asscts and
undertakings of the Company, which charge shall be and rank subordinate
to the valid and enforceable security interests of Royal Bank of Canada

(“RBC”), but shall be and rank in priority to all other interests and creditors;
iii. extending the time for filing a proposal to and including May 10, 2019; and
iv. approving the activities of the Proposal Trustee as set out in this Report.

IV.  BACKGROUND INFORMATION

8. FTC is a Canadian corporation carrying on business from owned premises in Brantford,
Ontario. FTC is a subsidiary corporation of FT EnE Inc., its parent company in South Korea
(“FTET”). FTC produces nanofibers and nanofiber coated filter media for the global

industrial filtration market through a proprietary electrospinning process. FTC employs 18

3
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12.

13.

14.
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people and operates out of its approximately 37,000 square-foot production facility located
at 14 Sharp Rd, Brantford, Ontario (the “Real Property”).

FTEI is currently subject to review of its accounting practices and its shares traded on the
Korean Securities Dealers Automated Quotations (KOSDAQ) are in the process of being
delisted. The Company has advised that FTEI filed for some form of insolvency protection
on February 27, 2019 in South Korea.

FTC felt that there was reasonable concern that without the filing of the NOI, FTC may
lose their ability to act independently from FTEI and may otherwise have become involved

in the insolvency filings of FTEI, to the detriment of FTC and therefore its creditors.

FTC advises due to the losses being incurred by FTEI, FTC was not provided the sales and
research development support that was anticipated by FTC. The lack of sales and research

led to stagnancy and lost sales opportunities.

Additional information in respect of FTC, including its assets and liabilities, is set out in
the affidavit of Yoonjun Park, sworn on March 22, 2019 (the “Park Affidavit”), filed

separately in these proceedings.

ASSETS
Real Property

ITC is the registered owner of the Real Property, which house the offices, manufacturing

and warehouse out of which FTC operates.

Prior to the NOI filing, FTC entered into a listing agreement with Colliers Macaulay
Nicolls Inc. (“Colliers”) to list the Real Property for sale (the “Listing Agreement”).l A
condition of any sale was that a leaseback provision would be included such that FTC
would maintain their use of the Real Property. Colliers has had continued discussions with
potential purchasers for the Real Property.

4
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15.

16.

17.

18.

19.

20.

FTC, in consultation with the Proposal Trustee, intends to negotiate amendments to the
Listing Agreemcnt or a new arrangement, on consent of FTC, the Proposal Trustee and
Colliers, such that the marketing of the Real Property will be conducted in conjunction
with, and subject to, the SISP and provide greater clarity relating to the commercial terms

of Colliers’ engagement,

QOther Assets

FTC’s other realizable assets consist of production/warehouse equipment, inventory and
accounts receivables, which as of March 26, 2019 are shown on the Company’s books and
records to have a net book value of approximately $2.6MM, $1.5MM and $700M,

respectively.

The Company’s operations make use of certain proprietary electrospinning technology,
processes and associated other intellectual property and trade secrets to produce nanofibers
pursuant to certain licenses/arrangements between the Company and FTEI and/or Jongchul
Park. Further investigations into the ownership of the intellectual property used by the

Company and the nature and cxtent of these licences/arrangements is in process.

The Company leases a 2018 Volkswagen vehicle that is subject to a secured charge in
favour of VW Credit Canada Inc.

CREDITORS

FTC’s NOI lists creditors with claims (claims greater than $250) totaling approximately
$8.0 million. Included in this figure is the indebtedness to FTC’s parent company, FTEI,

which is reported to be in excess of $§6MM on an unsecured basis.

RBC is the Company’s banker and operating lender, providing credit facilities and an
operating linc with a credit limit of $2MM. RBC has been identified as the senior most
sccurcd lender and the indcbtedness is secured by a general sccurity agreement and a
collateral mortgage in favour of RBC in the amount of $1.267MM, which was registered
on title to the Real Property on January 21, 2015 as Instrument No. BC269209.

5



21. A search of the Ontario Personal Property Security Act registry (the “Registry”), as of
March 14, 2019, and FTC’s records, includes the following parties as secured creditors of
FTC:

Estimated Amount

Creditor

Owed at the Filing Date

Royal Bank of Canada $ 1,863,455
VW Credit Canada Inc. Unknown

22. The Proposal Trustee has retained Pallet Valo LLLP as its independent legal counsel and has
sought an independent legal opinion on the validity and enforceability of the RBC’s
security as against the Company (the “Security Opinion™). As of the date of this report,

the Proposal Trustee has not yet received the Security Opinion,

VII. CASH FLOW PROJECTIONS

23. In accordance with the provisions of the BIA, the Company filed with the Official Receiver
a projected cash flow statement dated March 8, 2019, for the period from February 28,
2019 to May 31, 2019, which was reviewed by the Proposal Trustee for reasonableness and
signed by the Proposal Trustee and the Company (the “Cash Flow Projections™). A copy

of the Cash Flow Projections and related reports are attached hereto as Exhibit “C”.

24. To date, the Company has provided the Proposal Trustee with its full co-operation and

unrestricted access to its premises, books and records.
25. The principal assumptions of the Cash Flow Projections are that:

a. Sales projections and collection of receivables are based on management’s best

estimates and historical sales and collections trends;

b. A refund for duties paid related to the Special Import and Measures Act (SIMA) is

dependent on the timely application and filing of an appeal of the duties paid;

c. The number of employees and associated payroll costs are assumed to remain

consistent with historical amounts;

6
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27,

d. Disbursements are based on management’s best estimates and are assumed to be
generally paid on receipt of the goods and/or service, unless payment terms have

currently been extended;

e. RBC continues to allow the Company’s operating line to revolve based on the credit

facilities available prior to the NOI filing; and

f. Source deductions are current and are calculated based on the Company’s

bookkeeping system.

The Proposal Trustee has implemented procedures for monitoring the Company’s reccipts
and disbursements and monitoring the business in order to ensure that operations are
continuing in the normal course of business and in accordance with the Cash Flow

Projections.

A summary of FTC’s actual receipts and disbursements for the period of March 1, 2019 to
March 22, 2019 is set out below, with a comparison to forecast:

TOTALS FOR MARCH 1, 2019 to MARCH 22, 2019

farecast actual variance
Receipts
Collection of A/R 411,903 460,077 48,174
SIMA Refund - - -
HST Refunds 15,000 - ( 15,000)
Total Receipts 426,503 460,077 33,174
Disbursements
Payroll (Net) 44,846 38,452 6,394
Source Deductions (EI/CPP) 13,953 - 13,953
Material Purchases 147,135 125,765 21,370
Property Insurance 721 1,085 {( 374)
Utilities 7,489 4,894 2,595
Administration Expenses 3,035 1,645 1,390
Travel 10,329 12,954 ( 2,625)
Banking Charges and Interest - 1,013 { 1,013)
Property Tax 14,697 14,697 -
Vehicles 3,109 309 2,800
Repairs, Maintenance and Supplies 7,892 1,735 6,158
Logistics 18,750 21,545 | 2,795)
Contingency 18,750 8,902 9,848
Total Disbursements 290,706 233,006 57,700
Net Operating Cash Flows 136,197 227,072 90,874

7
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28. As exhibited above, FTC’s cash position at March 22, 2019 is approximately $91M higher

than forecast, which variance is largely timing in nature.

29, Based on the Company’s results to date and the Cash Flow Projections, the Company

appears to have sufficient funding through to the end of the requested extension of the NOI.

VIII. SISP

30. FTC, under the supervision of the Proposal Trustee, has begun the SISP. The purpose of
the SISP is to fully assess the Company’s restructuring options, including sale or
investment proposals that may be made by qualified bidders as set out in Exhibit “D?”,
attached hereto. The Proposal Trustee developed the SISP, with input from the Company
and Company’s counsel and modified through discussions with RBC’s legal counsel. FTC
secks an Order approving the activities of the Company regarding the SISP conducted to

date, nunc pro tunc, and to approve the planned SISP going forward.

31. In summary, the SISP contemplates a two-step sale of the business assets, or investment in
the business of FTC on an “as is, where is” basis, subject to Court approval, and will

proceed on the following timetable:

a. Subject to approval of the SISP by the Court, nunc pro tunc, FTC has, or intends
on (i) in conjunction with the SISP Team, identified prospective purchasers (the
“Prospective Purchasers”) (ii) on March 21, 2019, through the Trustee,
distributed via email, a brief interest solicitation letter (the “Teaser”) to the
Prospective Purchasers; (iii) distributing to those interested a form of
confidentiality agreement (“CA”) and (iv) distributing to those that have signed the
CA, the confidential information memorandum, describing the opportunity to
acquire all or a portion of the Company’s assets or to invest in the Company, as
prepared by the Company with the assistance of the SISP Team, and (v) established

and provided access to an clectronic data room to those parties having signed a CA;

b. The Proposal Trustee has arranged for an advertisement of the acquisition

opportunity to be published in the March 27, 2019 national edition of the National
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Post newspaper. If appropriate, additional advertisements will be placed in such

other trade and industry publications identitied by the SISP Team;

c. Letters of Interest (“LOIs”) shall be due by no later than 5:00 P.M. (Toronto Time)
on April 18, 2019,

d. Qualified Bidders (as such term is defined in Exhibit “D”), will be provided time
to conduct site visits and further due diligence beginning April 18,2019 and ending
May 17, 2019;

e. The deadline for Final Bids (as such term is defined in Exhibit “D”) will be 5:00
P.M. (Toronto Time) on May 17, 2019 (the “Final Bid Deadline”);

f. Selection of the Successful Bid (as such term is defined in Exhibit “D”) will be

made on or before May 21, 2019,

g. The Company or the Proposal Trustee will seek Court approval of the APS, if the
Final Bid is an Asset Bid, or term sheet, if the Final Bid is an Investment Bid (as
such terms are defined in Exhibit “D”) and a vesting order, if such is required, on

or prior to May 28, 2019; and
h. The parties will then seek to close the transaction.

32. The SISP contemplated by the Company provides a means for testing the market and
determining whether a transaction that would result in realizations greater than liquidation
value is available or alternatively provide the necessary investment/working capital to
address the Company’s operational needs. The SISP permits FTC to carry on its business
in the ordinary course while seeking to identify a strategic purchaser or investor, with the

view of enhancing recoveries for stakcholders.

33. The SISP envisions submissions of offers within the period of the extension contemplated

in paragraph 38, below.

34. The Proposal Trustee recommends the SISP be approved for the following reasons:
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a. It provides the basis for a commercially reasonable realization of the Company’s
assets by promoting the likelihood of an investment or a going concern sale that

will maximize recoveries for all creditors;

b. The contemplated timelines in each phase of the SISP are sufficiently long to

canvass the market; and

c. It is consistent with insolvency industry practices in such proceedings and in like

circumstances.
IX. ADMINISTRATION CHARGE

35.In order to protect the fees and expenses of the Company’s legal counsel for these
proceedings, the Proposal Trustee and the Proposal Trustee’s legal counsel (the
“Administrative Professionals™), the Company is seeking a charge (the “Administration
Charge”) on the property and assets of the Company to secure payment of the reasonable

fees and expenses of the Administrative Professionals.

36. The Company is requesting that the Administration Charge will be subordinate in priority
and ranking to the valid and enforceable security interests of RBC in the Real Property,
assets, property and undertakings of the Company, but rank in priority to all other interests

and encumbrancecs.

37. The Proposal Trustee recommends the Administrative Charge be approved for the

following reasons:

a. each ofthe professionals whose fees are to be secured by the Administration Charge
has played and will continue to play a critical role in the Company’s restructuring

or refinancing;

b. RBC has been provided with notice of the Company’s motion requesting the

Administration Charge; and

¢. The Administration Charge is sought to protect the Administrative Professionals in

the event that the restructuring is not successful.

10
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X. EFFORTS TO RESTRUCTURE

38. During the extension period, the Company, with the assistance of the Proposal Trustee,
will continue to operate while working to obtain intcrest from prospective purchasers or

investors.

XI. REQUEST FOR AN EXTENSION OF TIME FOR FILING A PROPOSAL

39. In order to allow the Company sufficient time to carry out a sale or refinancing of its
business, and work towards filing a proposal to its creditors, the Company seeks an

extension of the time for filing of a proposal to and including May 10, 2019,

40. In view of the foregoing, the Trustec supports the Company’s request for an extension and

has also considered:
a. that the Company is acting in good faith and with due diligence;

b. that the extension should not adversely affect or prejudice creditors as the Company
is projected to have sufficient funds to pay post-filing services and supplies in the

amounts contemplated in the Cash Flow Projections;

c. that the SISP could generate Qualified LOIs before the end of the requested

extension period; and

d. if Qualified LOIs are received, it is expccted that the Company will then be in a

position to consider formulating and presenting a viable proposal.

XII. CONCLUSION AND RECOMMENDATION

41. Based on the foregoing, the Proposal Trustee respectfully recommends that the Court make

an order granting the relief detailed in paragraph 7.

11
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All of which is respectfully submitted on this 26" day of March, 2019.
MNP LTD.,
in its capacity as Trustee in re

the Proposal of FT EnE Canada Inc.
Per:

Matthew E. Lem, CIRP
Licensed Insolvency Trustee
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This is Exhibit “F” referred to in
the Affidavit of KIM HUMPHREY
sworn before me on May 28, 2019

AN

GLENN GIBSON
LSO # 728811

Commissioner for taking affidavits
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Court File No. 32-2480036
Estate File No, 32-2480036

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE PROPOSAL OF
FT ENE CANADA INC.,
OF THE CITY OF BRANTFORD,
IN THE PROVINCE OF ONTARIO

SECOND REPORT TO THE COURT SUBMITTED BY MNP LTD,,
INITS CAPACITY AS TRUSTEE IN RE THE PROPOSAL
OF FT ENE CANADA INC.

May 2, 2019

INTRODUCTION

. On February 27, 2019, FT EnE Canada Inc. (“FTC” or the “Company”) filed a Notice of
Intention to Make a Proposal (“NOI” or “BIA Proceedings™) pursuant to section 50.4 of
the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the “BIA”), wherein
MNP Ltd. (“MINP”) was named as proposal trustee (the “Proposal Trustee”) of the
Company. A copy of the NOI is attached hereto and marked as Appendix “A”,

. OnMarch 22, 2019, the Company filed a Notice of Motion and a Motion Record returnable
March 28, 2019, seeking, among other things, a Court Order extending the time within
which the Company had to file a proposal. The Proposal Trustee served its first report,
dated March 26, 2019 (the “First Report”). A copy of the First Report, without exhibits,
is attached hereto and marked as Appendix “B”,

. On March 28, 2019, the Court issued an Order (the “First Extension Order”) and
Endorsement that, inrer alia:

D
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a. Extended the time for filing a proposal to and including May 10, 2019 (the “First
Extension Deadline”);

b. Approved the sale and investment solicitation process as more particularly described

in the First Report and Exhibit “D” attached thereto (the “SISP”);

¢. Granted a charge on (the “Administrative Charge”) all the property, assets and
undertakings of the Company as security for the fees and disbursements of the
Administrative Parties (as such term is defined in the First Report) and ranking priority
to all other security interest, trust, liens, charges, encumbrances and claims of secured
creditors, but subordinate to the security interests of Royal Bank of Canada (the
“RBC"); and

d. Approved the activities of the Proposal Trustee as set out in the First Report.

Copies of the First Extension Order and Endorsement issued on March 28, 2019 are

attached hereto as Appendix “C”

. Information regarding the proceedings has been posted to the Proposal Trustee’s website

at https://mnpdebl.ca/en/corporate/Engagements/ft-ene-canada-inc.

. The primary purpose of these proceedings is to provide stability to FTC’s business while

FTC conducts the SISP and works on formulating and presenting a viable proposal to its
creditors, under the supervision of the Proposal Trustee, and with the assistance of, and in

consultation with, the Company’s legal counsel and RBC.,

RESTRICTIONS

. In preparing this Report and making the comments herein, the Proposal Trustee has been

provided with, and has relied upon, certain unaudited, draft and/or internal financial
information, the Company’s books and records, the affidavit of Yoonjun Park, sworn on
March 22, 2019, the affidavit of Yoonjun Park, sworn on April 29, 2019 (the “April Park
Affidavit”), discussions with employees and management of the Company and
information from other third-party sources (collectively, the “Information”). Except as

described in this Report, the Proposal Trustee has not audited, reviewed or otherwise

2

-

i

¢

~

",
\

.
\



III.

75

00

attempted to verify the accuracy or completeness of the Information in a manner that would
wholly or partially comply with Generally Accepted Assurance Standards of the Chartered

Professional Accountants of Canada.

. The Proposal Trustee also bases its report on the Company’s cash flow projections and

underlying assumptions and notes that its review and commentary thereon were performed
in accordance with the requirements set out in the Canadian Association of Insolvency and
Restructuring Professionals’ Standards of professional Practice No. 99-5 (Trustee’s Report
on Cash Flow Statement). Certain of the information referred to in this report consists of
financial forecasts and/or projections, An examination or review of financial forecasts and
projections and procedures, in accordance with standards set by Chartered Professional
Accountants Canada, has not been performed. Future oriented financial information
referred to in this report was prepared based on estimates and assumptions provided by the
Company’s management. Readers are cautioned that, since financial forecasts and/or
projections are based upon assumptions about future events and conditions that are not

ascertainable, actual results will vary from the projections, and such variations could be

material,

PURPOSE OF THIS REPORT

8. The purpose of this Report is to, inter alia:

a. Provide information to the Court with respect to the administration of the Company’s

BIA Proceedings, including:

i.  Report on the Company’s cash flows for the period from March 2, 2019 to April

26, 2019 and to compare such actual results to the Company’s projections for the

same time frame;

ii.  The Proposal Trustee’s observations in respect of the Company’s Updated Cash

Flow Projections (as such term is later defined below);

iii.  An update on the status of the SISP; and
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iv.  Provide information in respect of the Company’s request for an extension of time

to file a proposal,

b. Provide the Court with the Proposal Trustee’s recommendations for an Order(s), inter

alia:

i.  Approving the extension of the time for filing a proposal with the Official Receiver
to and including June 24, 2019 (the “Second Extension Deadline”);

ii.  Approving the activities of the Proposal Trustee and legal counsel, Pallett Valo LLP
(“PV?), as set out this Report;

iti.  Approving the professional fees and disbursements of the Proposal Trustee and PV

and

iv.  Sealing the confidential appendices described below until the Proposal Trustee has
completed the SISP.

BACKGROUND INFORMATION

FTC is a Canadian corporation carrying on business from owned premises in Brantford,
Ontario. FTC is a subsidiary corporation of Finetex EnE Inc,, its parent company in South
Korea (“FTEI”). FTC produces nanofibers and nanofiber coated filter media for the global
industrial filtration market through a proprietary electrospinning process. FTC employs 18
people and operates out of its approximately 37,000 square-foot production facility located
at 14 Sharp Rd, Brantford, Ontario (the “Real Property”).

FTEI is currently subject to review of its accounting practices and its shares traded on the
Korean Securities Dealers Automated Quotations (KOSDAQ) and was delisted on April
26, 2019. As reported and described in greater detail in the April Park Affidavit, FTEI filed

for some form of insolvency protection on February 27, 2019 in South Korea.

FTC felt that there was reasonable concern that without the filing of the NOI, FTC may
lose their ability to act independently from FTEI and may otherwise have become involved

in the insolvency filings of FTEI, to the detriment of FTC and therefore its creditors. FTEI
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is the largest creditor in FTC’s proposal proceeding, representing approximately 76% of
the Company’s total liabilities as noted on the Company’s list of creditors attached to the
NOI (Form 33).

RBC is the Company’s banker and operating lender, providing credit facilities and an
operating line of credit with a credit limit of $2MM. At the date of filing, as noted on the
Company’s list of creditors attached to the NOI (Form 33), RBC represented approximately
23% of the Company’s total liabilities.

CASH FLOW PROJECTIONS

To date, the Company has provided the Proposal Trustee with its full co-operation and
access to its premises, books and records for the purpose of monitoring FTC’s business and

financial affairs.

In accordance with the provisions of the BIA, on March 8, 2019, the Company’s cash flow
projections and related assumptions for the period from February 28, 2019 to May 31,
2019, together with the reports of management and the Proposal Trustee on the cash flow
projections (the “Cash Flow Projections”) were filed with the Official Receiver (the
“OR"). A copy of the Cash Flow Projections and related reports are attached hereto as
Appendix “D”,

Subsequent to the filing of the Cash Flow Projections with the OR, it was discovered that
certain actual figures for the opening week ending March 1, 2019 were incorrect, relating
to charges placed on a Company credit card that had been accounted for as a cash-based
transaction in the Company’s records, The total net impact of the misstatement was not
material or an adverse change. In fact, Net Operating Cash Flows increased by
approximately $900 and the closing cash position for the week ended March 1, 2019
increased by approximately $4,900,

The Proposal Trustee implemented procedures for monitoring the Company’s actual
receipts and disbursements and has kept in close contact with management to ensure that

operations are continuing in the normal course of business and in accordance with the Cash

Flow Projections.
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17. A summary of the Company’s actual receipts and disbursements as compared to the those
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presented in the Cash Flow Projections up to the week ended April 26,2019 are as follows:

Legend
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Net Operating Cash Flows 83,305.75 558,813.57 475,507.82 570.80% én

. As noted above, the Company had positive Net Operating Cash Flows of $558,813.57

(positive variance of $475,507.82) for the Monitored Period. The following is commentary

with respect to material variances in the Cash Flow Projections noted above:

a. Receivable Collections — Although total actual new sales during the Monitored Period

are basically inline ($15,675 lower than projected or 1.42%) with the total projected

new sales, actual new sales occurred earlier in the Monitored Period than had been

projected. As a result, actual receivable collections during the Monitored Period were

higher than projected due in large part to the collection of such earlier new sales sooner

than had otherwise been projected (i.e. new sales that had been projected in the later



part of the Monitored Period had been project to be collected outside of the Monitored
Period).

. HST Refund - Projected HST refund collections have not materialized as CRA has
withheld releasing the HST refunds due to the Company’s non-filing of its corporate
income tax returns for the taxation year 2017 (also see OTHER MATTERS — Corporate

Income Tax Filings section)

. Payroll — The positive variance is primarily attributable to certain management

reducing the amount drawn in respect of wages than had originally been projected.

. Source Deductions —The Cash Flow Projections inaccurately projected the timing of
the source deduction remittances to CRA to be on a bi-weekly basis, corresponding to
the bi-weekly payroll payments. However, CRA presently only requires that the
Company make its source deduction remittances monthly (on the 15" of the month
following), thus resulting in this timing difference (positive variance). Additionally,
this positive variance has been offset to the extent of approximately $9,400 in
connection with an under estimation of source deduction remittance associated with
extra payroll period in March (no impact on payroll figures as funding of the payroll

was in February, prior to start of the projections).

. Material Purchases — Material purchases’ positive variance ($24,075 or 7.87%) is
attributable primarily to lower than projected purchases of ancillary raw material items
(projected at $4,000 per week). However, such variance is a timing difference, as it

now expected to be a large purchase of such raw material items in May 2019,

Travel ~The Company has advised that higher than projected travel expenditures have
been expended by management in connection with meetings and its efforts to

demonstrate stability to its suppliers and customers during the Company’s restructuring
process.

. Property Taxes ~The Cash Flow Projections inaccurately projected the payment timing
of the property tax instalment (projected to be paid during the week ending April 12,



19.

20.

21,

2019); it was however not due until May 1, 2019 and was actually paid on April 29,
2019.

h. Logistics Costs — Actual logistics costs paid were higher than projected and included
certain duties and costs on pre-NOI filing material purchases that were not reflected in
the Cash Flow Projections. Although a pre-filing liability, the Company’s position is
that the payments to Canada Border Services and the logistics companies was critical

to avoiding disruption to on-going operations (shipping and receiving goods in and out
of Canada).

i. Contingency [ixpense — The Cash Flow Projections included a provision for

contingencies totalling $25,000 per month allocated evenly over the month. During the

period up to April 26, 2019, not all of the projected contingency expense was used.

The Company with the assistance of the Proposal Trustee has prepared an amended!
updated statement of weekly projected cash flow dated May 1, 2019 to update and extend
the cash flow projections through to June 28, 2019 (the “Amended Updated Cash Flow
Projections”), a copy of which is attached as Appendix “E” to this Report.

Based on the Amended Updated Cash Flow Projections, the Company appears to have

sufficient resources to continue operations through the Second Extension Deadline.

It should be noted that the Amended Updated Cash Flow Projections does not take into
account the financial impact of any sale/investment transactions(s) contemplated to be
completed/closed by May 31, 2019 under the SISP. The financial impact of any
sale/investment transactions(s) has been excluded from the Amended Updated Cash Flow
Projections, as such figures are still too speculative given that the SISP is still in progess,
no binding offers exists, and there are concerns that if such numbers and information were

disclosed it could influence the outcome of SISP,

1 On Aprlil 30, 2019, the Company and the Proposal Trustee filed with the Office of the Superintendent of Bankruptcy
(OsB) an updated statement of weekly projected cash flow to update and extend the cash flow projections through
to June 28, 2019; it was also filed with the Court as part of the Company’s Motion Materials. It was subsequently
determined that materlal revisions to certaln assumptlons to the projections was required, and as such an amended
updated statement of weekly projected cash flow was prepared and flled with the OSB and now being Included.

8
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22. Based on the Proposal Trustee’s review of the Amended Updated Cash Flow Projections,
there are no material assumptions which seem unreasonable in the Company’s
circumstances. The Amended Updated Cash Flow Projections are based on assumptions
that are consistent with the assumptions used in the Cash Flow Projections, other than those
that have been revised to better reflect the timing of disbursements/payments and taking
into consideration the actual results to date. The Proposal Trustee’s report on the Amended
Updated Cash Flow Projections, as required by Section 50.4(2)(b) of the BIA is attached

hereto and marked as Appendix “F”.

23. A copy of the Amended Updated Cash Flow Projections, together with the reports of
management and the Proposal Trustee on the Amended Updated Cash Flow Projections

were filed with the Office of the Superintendent of Bankruptcy.

THE SISP

24. The following steps were taken by the Proposal Trustee, with the assistance of the

Company, to conduct the SISP:

a. On March 21, 2019, a brief interest solicitation letter (the “Teaser”) and a
confidentiality and non-disclosure agreement (the “NDA”) was distributed via e-mail

to forty-nine (49) prospective purchasers identified with the Company;

b. On March 27, 2019, an advertisement of the acquisition opportunity was published in

the national edition of the National Post newspaper;

¢. The opportunity was advertised in the April 1, 2019 and April 8, 2019 editions of the
Insolvency Insider e-mail publications;

d. The Proposal Trustee circulated the Teaser to all of MNP’s approximately 790 partners

in an effort to solicit potential interested parties from MNP’s client base;

e. A secure online data room was set up containing additional information and documents
in respect of the Company and its business and assets, including a Confidential
Information Memorandum (“CIM”), which data room was updated from time to time
as additional information became available. Access to the online data room was

9
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provided to all interested parties that signed an NDA. A copy of the CIM is attached
hereto as Confidential Appendix “1”,

As a result of the marketing efforts, twenty-three (23) parties executed NDAs and were

granted access to the online data room.

Pursuant to the SISP approved by the Court, Letters of Interest (“LOIs™) were due by 5:00
PM (Toronto Time) on April 18, 2019 (the “LOI Deadline”). In consultation with the
Proposal Trustee and RBC, the Company extended the LOI Deadline to 5:00 PM (Toronto
Time) on April 24, 2019 (the “LOI Deadline Extension™), Accordingly, the Proposal
Trustee notified all parties that had signed NDAs, that the LOI Deadline was extended to
the LOI Deadline Extension. The balance of the milestone dates as set-out in the SISP
remain unchanged. A complete description of the SISP and the milestone dates was
included as Exhibit “D” to the First Report.

A summary of the LOIs that were submitted to the Proposal Trustee by the LOI Deadline

Extension, together associated comments is attached hereto as Confidential Appendix
“2”.

Under the SISP, parties that have submitted LOIs will conduct further due diligence,
including conducting site visits, such that final bids may be prepared and submitted by the
deadline set forth in the SISP of 5:00PM (Toronto Time) on May 17, 2019 (the “Final Bid
Deadline™),

The Proposal Trustee has been advised by the Company that, notwithstanding that
interested parties have executed a NDA, it will not permit access for potential purchasers
to view/inspect the “Blackbox” area of the production facility due to the highly sensitive
nature of the proprietary process used to produce the nanofibers. The Proposal Trustee

understands that this “Blackbox” area encompasses the equipment described as

“Production Line 2",

10
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VII. OTHER ACTIVITIES AND MATTERS
RBC Security and Reporting

30. As reported in paragraph 22 of the First Report, the Proposal Trustee had retained PV as
its independent legal counsel and has sought an independent legal opinion on the validity
and enforceability of the RBC’s security as against the Company (the “Security
Opinion™).

31. The Proposal Trustee has now received the Security Opinion, which confirms, subject to
the normal assumptions, qualifications and limitations, that RBC’s security over both the
Real Property and the personal property of the Company is valid and enforceable. A copy
of the Security Opinion dated April 8, 2019 prepared by PV is attached hereto as Appendix
“G”,

32. As RBC is a key stakeholder in these BIA Proceedings and has continued to allow the
operating line facility to revolve up to the $2MM credit limit, the Proposal Trustee has
assisted the Company by liaising with RBC and its legal counsel, Borden Ladner Gervais
LLP, and by providing RBC with its variance analysis produced as part of the monitoring

of actuals to projections associated with the Cash Flow Projections.
Colliers Listing Agreement

33. As discussed in greater detail in the April Park Affidavit, the Company has in consultation
with the Proposal Trustee sought to amend the listing agreement with Colliers Macaulay
Nicolls Inc. (“Colliers”) in connection with the Real Property, thereby ensuring that
Colliers is fairly compensated for its efforts prior to and during the SISP. It should be note
that a number of the parties that have submitted LOIs were introduced to the Real Property
by Colliers prior to the NOI filing.

Intellectual Property Update

34. As reported in paragraph 17 of the First Report, there continues to be some uncertainty
with respect to the ownership of the intellectual property associated with the proprietary
electrospinning technology, processes and associated other intellectual property and trade

11



secrets to produce nanofibers (collectively the “Nanofiber IP”) used by the Company.
Although there is uncertainty as to the ownership of the Nanofiber IP between FTEI and
Jongchul Park, the Proposal Trustee has been advised by the Company that the Company

has no ownership interest in the Nanofiber IP,

Potential CCAA Conversion

35,

36.

37.

The Company at paragraph 25 to 26 of the April Park Affidavit, described factors relating
to the proceedings relating to FTEL its parent, and its rehabilitation proceedings in South
Korea. The Company advises it is exploring whether there may be a way to coordinate and
resolve these issues collectively between the South Korean parent and the Canadian
subsidiary that may require consideration as to whether a different restructuring route is
possible and appropriate and whether this could to take longer than the six months
permitted under the BIA before a proposal must be filed to avoid a deemed assignment in
bankruptey. As a result, the Company is exploring whether there might be greater value
for Canadian stakeholders if the proposal proceeding is converted into a proceeding under

the Companies’ Creditors Arrangement Act (the “CCAA”™).

RBC, by its counsel, has expressed concerns to the Company and to the Proposal Trustee
about a conversion to a CCAA. Counsel for RBC has advised counsel to the Company and
to the Proposal Trustee they will speak to this matter at the hearing on May 3rd. RBC has

reserved all of its rights, including the right to oppose a conversion to a CCAA proceeding.

Given that this issue is currently hypothetical, as the Company is requesting no relief of
this nature at this time, the Proposal Trustee is making no recommendation on this issue,
and the Proposal Trustee is continuing to supervise the BIA Proceedings of the Company
under the provisions of the BIA and continuing to implement the SISP (as amended) as
ordered by the Court,

Corporate Income Tax Filings

38.

As noted in earlier in this Report (see CASH FLOW PROJECTIONS section), tax refunds
associated with HST and Special Import Measures Act, that were originally projected to be

collected/received under the Cash Flow Projections have been removed from the Amended

12
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Updated Cash Flow Projections. We are advised by the Company's management that these
tax refunds are being withheld by CRA due to the Company’s non-filing of its corporate

income tax returns for the taxation year 2017 (2018 is yet not due).

39, The Company has advised that its 2017 corporate tax returns have not been filed as the
Company was in the process of having the 2017 fiscal year re-audited and potentially
restated at the request of its South Korean parent. Such re-audit process was suspended

with the restructuring filings in Canada and South Korea.

40. The Company does not believe there are any corporate income taxes owing as it had shown
a Net Loss in its 2017 audited financial statements prior to when the re-audit process was
commenced. Further, the Company is currently in discussions with an outside accounting
firm in connection with getting its 2017 corporate tax returns filed. It however is not
expected to be resolved and result in the tax refunds released prior to the Second Extension

Deadline.
VIII. REQUEST FOR AN EXTENSION OF TIME FOR FILING A PROPOSAL

41. The Company remains of the view that carrying out the SISP will maximize value for its

stakeholders.

42. The current First Extension Deadline is set to expire at midnight on May 10, 2019 and the
Second Extension Deadline contemplates an extension of the stay of proceedings and the
date for the filing of a proposal for a further forty-five (45) days, to and including June 24,
2019,

43. As originally contemplated when the SISP was approved by the Court, the Company would
require a further extension of time after the First Extension Deadline to complete the SISP.
Based on the LOIs received it is reasonably expected that binding offers will be received
by the Final Bid Deadline to allow the Company to be in position to consider formulating

and presenting a viable proposal.

44, In view of the foregoing, the Proposal Trustee supports the Company’s request for an

extension to provide it with additional time to complete the SISP and be in position to

13



IX.

45

46.

47.

consider formulating and presenting a viable proposal. The Proposal Trustee has also

considered that;

a. The Company has acted, and continues to act, in good faith and with due diligence in

its operations and dealings with its stakeholders;
b. The extension should not materially adversely affect or prejudice creditors;

c¢. FTCis projected to have sufficient funds to pay post-filing services and supplies in the

amounts contemplated in the Amended Updated Cash Flow Projections; and

d. The extension of the time to file a proposal to the Second Extension Deadline allows
the Company time to complete the SISP, which could result in greater recoveries than

in a liquidation within a bankruptcy scenario,

PROFESSIONAL FEES

. The MNP’s statements of account as Proposal Trustee for the period from February 19,

2019 to March 31, 2019 total $76,892.32 (inclusive of HST). The affidavit of Matthew
Lem sworn May 2, 2019 as to the fees of the Proposal Trustee is attached hereto as
Appendix “H”,

PV’s statements of accounts for the period from March 22, 2019 to April 30, 2019 total
$13,554.58 (inclusive of HST). The affidavit of Giovanni Russo sworn May 1, 2019 as to
the fees and disbursements of PV in its capacity as legal counsel to the Proposal Trustee is

attached hereto as Appendix “I”.

The Proposal Trustee is of the view that PV’s accounts are reasonable in the circumstances
and respectfully requests this Court approve its fees and disbursements and those of its
legal counsel as described above. Subject to Court approval, these fees and disbursements
will be drawn in part from a retainer of $40,000 provided to the Proposal Trustee, on-going
cash flows as set-out in the Amended Updated Cash Flow Projections and the future

proceeds of sale generated from the SISP, pursuant to the Administrative Charge.

14



X. RECOMMENDATION
48, Based on the foregoing, the Proposal Trustee respectfully recommends that the Court make
an order granting the relief detailed in paragraph 8(b) of this Report,
All of which is respectfully submitted on this 2" day of May 2019,
MNP LTD.,

in its capacity as Trustee in re
the Proposal of FT EnE Canada Inc.

Matthew E. Lem, CIRP
Licensed Insolvency Trustee

15
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This is Exhibit “G” referred to in
the Affidavit of KIM HUMPHREY
sworn before me on May 28, 2019

GLENN GIBSON
LSO # 728811

Commissioner for taking affidavits
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5/23/2019 Federal Corporation Information - 828836-4 - Online Filing Centre - Corporations Canada - Corporations - Innovation, Science QQcon...

I Government Gouvernement 1N08"%
of Canada du Canada SERARLS Ro R

Home = Innovation, Science and Economic Development Canada = Corporations Canada

e e e e e e M

= Search for a Federal Corporation

Federal Corporation Information - 828836-4

Buy copies of corporate documents

© Note

This information is available to the public in accordance with legislation (see
Public disclosure of corporate information).

Corporation Number
828836-4

Business Number (BN)
848272043RC0001

Corporate Name
FT EnE Canada Inc.

Status
Active

Governing Legislation
Canada Business Corporations Act - 2012-09-04

Registered Office Address

14 SHARP ROAD
BRANT ON N3T 2L8
Canada

© Note

Active CBCA corporations are required to update this information within 15 days of
any change. A corporation key is required. If you are not authorized to update this

https:/iwww.ic.gc.ca/app/scricc/CorporationsCanada/fdriCrpDils.htmi?corpld=8288364&V_TOKEN=1558624856218&crpNm=FT EnE Canada Inc. &cr... 1/3



5/23/2019 Federal Corporation Information - 828836-4 - Online Filing Centre - Corporations Canada - Corporations - Innovation, Science%;lEoon...
information, you can either contact the corporation or contact Corporations .
Canada. We will inform the corporation of its reporting obligations. ﬂ ‘ q n() h}
Directors
Minimum 1

Maximum 10

Jong Chul Park

33 MISTY CRESCENT
TORONTO ON M3B 1T2
Canada

© Note

Active CBCA corporations are required to update director information (names,
addresses, etc.) within 15 days of any change. A corporation key is required. If
you are not authorized to update this information, you can either contact the
corporation or contact Corporations Canada. We will inform the corporation of its
reporting obligations.

Annual Filings

Anniversary Date (MM-DD)
09-04

Date of Last Annual Meeting
2018-07-31

Annual Filing Period (MM-DD)
09-04 to 11-03

Type of Corporation
Non-distributing corporation with 50 or fewer shareholders

Status of Annual Filings
2019 - Not due

2018 - Filed

2017 - Filed

https:/iwww.ic.gc.ca/app/scr/cc/CorporationsCanada/AdriCrpDtis.html?corpld=8288364&V_TOKEN=1558624856218&crpNm=FT EnE Canada Inc. &cr...
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5/23/2019 Federal Corporation Information - 828836-4 - Online Filing Centre - Corporations Canada - Corporations - Innovation, Science d%on...

Corporate History

a0nno |
Corporate Name History
2012-09-04 t0 2013-12-13 ¢ ... 8288364 Canada Inc.
2013-12-13 to Present FT EnE Canada Inc.

Certificates and Filings

Certificate of Incorporation
2012-09-04

Certificate of Amendment -

2013-12-13
Amendment details: Corporate name

* Amendment details are only available for amendments effected after 2010-03-
20. Some certificates issued prior to 2000 may not be listed. For more
information, contact Corporations Canada.

Buy copies of corporate documents

Start New Search Return to Search Results

Date Modified:
2019-04-01

https://www.ic.gc.ca/applscr/cc/CorporationsCanada/fdrtCrpDtls.html?corpld=8288364&V_TOKEN=1558624856218&crme=FT EnE Canada Inc. &cr... 3/3
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Court File No. 32-2480036
Estate File No. 32-2480036

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE PROPOSAL OF FT ENE CANADA INC., OF THE CITY OF
BRANTFORD, IN THE PROVINCE OF ONTARIO

AFFIDAVIT OF EUGENE KIM

[, EUGENE KIM, a certified translator for Allspeed Translations & Consultants Inc., MAKE

OATH AND SAY:
1. [ am fluent in the English and Korean languages.

2. I was provided the Affidavit of Yongwon Kim, sworn May 28, 2019. Attached hereto and marked

as Exhibit "A" to this Affidavit is a true copy of that affidavit, including the exhibits.

-

4. I hereby certify that the document "Affidavit of Yongwon Kim, sworn May 28, 2019
(Translation)" is, to the best of my knowledge and belief, a true and accurate translation from Korean to
English. Attached hereto and marked as Ex/hibit "B" to this Affidavit is a true copy of the translated

affidavit, excluding the exhibits dated May 30, 2019.

4. [ hereby certify that excerpts of Exhibit 1 of the Kim Affidavit sworn May 28, 2019, the document
"HaengBok Maru Consulting Co. Ltd (Translation Excerpts)", pages

| = A5 / Lo ( 5 2 ond 02 , are to the best of my knowledge and belief, a true and accurate

3114223-vI\TORDMS
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translation from Korean to English. Attached hereto and marked as Exhibit "C" to this Affidavit is a true

copy of the translation of the excerpted sections of the HaengBok Maru Consulting Co. Ltd report dated

June 4, 2019.

(DOGC.V(“Q,
SWORN BEFORE ME at the City of Feresto,
Province of Ontario, on June §. 2019. (

|

/ EUGENE KIM

Commissioner for taking affidavits

Glenn Mare Gloson

3114223-vI\TORDMS
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This is Exhibit “A” referred to in
the Affidavit of EUGENE KIM

sworn before me onJune 4 , 2019

Commissioner for taking affidavits
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Court File No. 32-2480036
Estate File No. 32-2480036

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE PROPOSAL OF FT ENE CANADA INC., OF THE CITY OF
BRANTFORD, IN THE PROVINCE OF ONTARIO
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From: Charbe [mane 22 S o
:rl; Tussaday, March 0L 2015 10210 AM

Cc: by hofifiyng com
Subject: PO 45001667

Dear Finates,
Please tind CAPK PO 45001667 for 7 x 40° contalners of PRIOTIRD. Please sand the OC witin 48 hours

Best regards,
CAPK Filtration Purchasing

v

0 2w 2w carc o pasoonsar por)

Subject: FO 45001692
Helio tmiky,

Please find attached PO 45001692

Sl CAPE PO 1450016671 pat
o — aw |
— T [veon puk
————
- EENRE—
mn:
S—— S o
| el — |7
WK off XLS0405 20 010%L
TE W 2013-03-0) KM I10NAL
B8 RE R Kun

-
Thank yau, ! i ——
CAPY Filtration — -
o
) mw TR CAPK PO 145001692pd1] 5 6 ¢2 1 x g
T

) I

LR: CAPK PO 145001682 pdt

na: [Prpomn®Idx |

e T

| xpaxy [Voon Fptl

. |
nRs:

Ty wRE 20150104 92 15738
% WFe 0150304 23 757:36
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20150605 (3 20 2 &

Yoon Park <yoon.park@ftene.com>
RE: CAPK lwolce
Pt AR Monke Ghargs

That woold shways be ma 10 the address: pertysenjun@xmed.con
Baat regards,
Yoon

From: Monica Ghe g (mefoymnedicimemastionsl ca)
Sent: June 4, 2015 1:46 P

To: Yoon Park.

Subjedt: CAPK volce

Good afterncon:
not sure whom we should send the CAPK Involces.

thank you
Monica

20=s-os-nar (B) 28 104
Monica Gherga <mng@kcinternational.ca>
Re gst for Capk Ritration

B NB  parkyoonjun@gmaeil com, Yoon Park
0 2688 gecaay o FgRUNL 10 BRE 2an?| 6 O MANA gy 2

Good sfternoon:
please advise when GST for Capk will be pald.

We really need the payment for this account
thank you

[i=g=)

CAPKEY InvoiceZ 9@ &9] 71012 e REslD Wi & WOl YR 20| CAPKS| YRE 3ot ABE 312
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Aaf-Dubai.com |

aaf-dubal.com has expired. The data ftems displayed on this page are the last ones that were
collected.

[
|
Timeline of events ‘
. was on ns1.bluehost-expired.domainparkingserver.net. and ns2.bluehost- ‘

expired. domainparkingserver.net.}
e 1/26/19 transferred from nst.bluehost.com. and ns2.bluehost.com. to ns1.bluehost-
expired.domainparkingserver net. and ns2 bluehost-expired. domainparkingserver.net.
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Fverican Al Filter
| Aeecunt ina Team
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Jae Hyung Park <jaeumich@gmail.com=
Fwd: AAF Dubai

nouloud F ene 2om

AT [ @ ARAP Confimaton Fineepd! TRIKE] ——————————————p

——— W Y ——
SHAIY: "sy jang” <jang.sv13@gmal.com>
W 2018.2.2 2% 338

¥IB: AAF Dubai
WEAIE: Jae Hyung Park” <jaeumich@amail com>
uz

ACCOUNT RECKIVANLE AMD FAYAKLE CONTIRMATION LITTIR
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2018.02-07 13 23 B34

R 450 <2001kjm@hanmall net>

Request for Account Receivable and Payable Confirmation Letter (urgent)-Finetex Enf

TR 59 A =X A

8 SC-74_ARAP Confirmation Letter-AAF International_FY2017.pdf |
pdt 344 KB

Dear to Mr. Fernando,

This is Jongmin Kim from WITH Accounting Corp., engagement auditor of Finetex EnE, Inc.

We had sent the confirmation letter on February, 2017 via EMS and email the confirmation letter now.

Since the amount to financial statement of the AR/AP is material, your response for confirmation letter is really necessary to

issue auditor's report and also to auditor's opinion.

A softcopy of the cenfirmation letter shall be attached. Please check whether they are correct or incorrect, and reply me back

directly via email and also via post with your signature on the bottom of the attached confirmation letter. |
o B S —

JARRIO] AT AT &9 2IH0NH 8l S14 Q831 o

18.2.8. 2} 2% HEFE AAPA FEHoA B SN} 2R iy ﬂ%‘fiﬂm = Alslehs
o2l HEgy.

2018 0208 (B = I 134
YP Yoon Park <yoon.park@ftene.com>
Please ignare Finetex Confirmation (etters

Helio |

Our accountants in Korea are going through their internal protocols and seems to have mixed up the numbers and sent the wrong confirmations. |
| There is no due or obllgation for you to respand, so please Ignore any emails requesting information about our transactions| |

Thank you,

| Yoon Park
FT Enk Canada Inc
14 Sharp Road, |
Brantford, ON [
N3T 518, Canads |
T:+1-515-752-8608

M: +1-416-725-3798 |
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Feom: jc.park [MATIG I pa k@Mane o) i
Sent: 7. februar 2018 23:11
To: Nicolaj it <NK@hbertex com>

- Ce= Tina Ngrholm <TNShbertes tom>; kar: luukkonen@ftene com

' Subject: Error from Finetex

Dear Nicolal

1hope all is well with you

! am wribng this (o clear up the confusion hal was created bom the amail you have recelved rom oUr 3CCOUNaNts e3arting balances and Fansactons

Dunng he accounting prolocols for e year end audit Mere has besn an enor in record keeping in FT Phitpoines and accountants weie working with the incomect
humbers. I've been informad i has been senl o you and | wan to assure you that :

- Thera 15 no due/payable hom Fibertex to Finetex Phbiopings and Finetex ERE.
- There are no lsgal ot financlal obligaban from Fibedax fo Finetex Phikppmes and Finglex EnE.

The ot 15 in Phiippines end and wall not altect you™s. We will guarantse hat iners won't bé any 13sues artsing trom Inis,

would kindly ask you 1o refain from any commumication (email, EMS. phone, eft) to FT Phiippings and Accounlants Unti we resohve is maler Intemally, This
Includes the Accountants fram Katea as wall | apologize lor he confusion this may have created and would seek your generous understanging and suppor

Sincarely,

J<

Fibertex Bl At NicolgUilHl s oI, o= SlIZlAlClni] S12latx] 21ntn 843

20180209 % 2E 431

W wyjeff175 <wyjeff175@163 com>

Re: Canfirmations from Korea

Qi a2 Yoan Sark
OK, got it.

See you In Wuxi soon,

Regards
Jeff A
‘ ‘I,, ?_)
X BHFVRFU
£ 2018528398 TF2:42. Yoon Park <yoon.park@ftene.com>E il *
Hello Jeff !

Just a quick note. Finetex Korea accountants (WITH Accounting Company) may contact you or your accounting staff at Yiu
regarding confirmation of accounts payables. There was an error and numbers do not reflect our historical transactions. There is
no need to respond to them, so please advise your YL accounting staffs (in 27 Xinshiji Road, Qinghe) to ignore any emails or
physical mails from Korea accounting firm. If they do come in, kindly let me know.

Thank you far your cooperatian in advance !
See you In Wuxi soon.
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e, AARRIol Azl AR A9l Aol 23)M HAe 2 AT A Aeld GuxizRg
AT Zelo] Ik ul8o] 23]47t BjAlg oM AT o] A ch2rhe o] #olEr| =
iU ofoll gt ZAkele] Aol Slabs Tzt A4k, of o] dAo] gher] mazjieln
HRistg S

From: URa Sotved

Seat: Wednasdey, February 7, 2008 317 P

o J001m@ ranmal ne’ Q001km@nanmad nety

Subject: PW: Request for yable and L' |wpent}-rinetss Phippines Corp

Dear Mr Kim

| am 50 sorry, but we do not agree i the amounts you have aftached Our accounts on both Vendor end Customer balance win 0,00 We have no due
Bmounls

I'have sitached the nvocea we have recered from you. only 8 hvoces. and 2 of them | can find on your sts (those 2 nvoices are mared)

Piease send me the rest of sl the nvoices, ff the voces are for Fidertex NONWOVENS ASS

Looking forwand to hear from you

Best regards

Utia Siotved
Accounts Assistant

Fibertex Nonwovens A'S
BTy th DUACT astog B

Fidertex| HE A2} ZAIRICHIH| ZIH0] QICtD 21418 Ojl
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Toronto, Ontario M5C 3G5 Blaney.com

B a ney Blaney McMurtry LLP | Lawyers 416-593-1221
MC U rtry 2 Queen Street East | Suite 1500
— LLP

David T Ullmann
416-596-4289
dullmann@blaney.com

March 8, 2019

By Courier and Registered Mail By Email
Mr. Yong Won Kim Yoon Won Kim at yw.kim@ftene.com
FT EnE Inc. D W at dw.park@ftene.com

23-1, Hyoryeong-ro, Seocho-gu
Seoul, South Korea
Postal Code: 06694

Re: Termination of License dated May 18, 2007 between Jong Chul Park and Finetex
Technology Global Limited (now known as FT EnE, Inc.) - attached (the “Licence”)

We are counsel to Jong Chul Park.

We are advised by our client that FT EnE, Inc. has ceased the active conduct of its business and that
it is insolvent and or subject to a filing for bankruptcy, composition, dissolution or similar proceedings
in Korea. These events constitute defaults under the Licence.

As such, Mr. Park does hereby terminate the licence, effective immediately, in accordance sections
8(c) and 8(d).

As a result of the termination, FT EnE, Inc. may no longer make any use of the intellectual property
which it was previously using under the Licence. Without limitation, FT EnE, Inc. must cease any
further use of any of the patents (or the matters or processes to which the patents relate), and the use
of any other rights which were previously granted to it pursuant to the license. We must advise you
that any such use will hereafter constitute unlicensed use and will give rise to rights, remedies and
damages.

The termination of the licence as set out herein is without prejudice to our client’s rights to require
payment of any amounts owing to it under the license, which rights are not waived herein and are
expressly preserved for his benefit.

Yours very truly,
Blaney rtry LLP

P

David T. Ullmann
DTU/ab
Encl.
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PATENT LICENSE AGREEMENT

This Patent License Agreement (the "Agreement") is made and entered into as of the 18th
day of May, 2007 (the "Effective Date"), by and between Jong Chul Park, an individual
(*Licensor”) and Finetex Technology Global Limited, a Hong Kong Corporation (“Licensee™)
having a principle place of business at Commence Company Limited, 12 Harcourt Road, Suite
2503, Central, Hong Kong, China (jointly, the "Parties").

RECITALS

A. Licensor is the owner of certain Korean and U.S. Pateats and Patent applications (the
"Patents" and “Patent Applications™) listed in Exhibit A attached hereto.

B. Licensor has received a total assignment of rights from his co-inventor, Hak Yong
Kim.

C. Licensor desires to enter into an agreement with Licensee to license the patent and
other rights related to the subject of the Patents and Patent Applications;

NOW, THEREFORE, in consideration of the fore going and of mutual pramises herein
after set forth, the Partics agree as follows:

1. DEFINITIONS |

Except as specifically required by the context in which used, the following capitalized
terms shall have the following meanings: .-,!

1.1.  Confidential _Information. “Conﬁd%en;:;] Information™ means all
information, processes, process parameters, methods, practices, know how, trade secrets,
fabrication techniques, technical plans, product specifications and similar information, financial
information, and all other compilations of information which relate to the Patents and Patent
Applications or the use, application, manufacture, sale or transfer of the Products and which have
not been disclosed to the general public. Confidential Information shall include all information
and documents marked “confidential”, "proprietary” or by some similar designation and all other
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information and documents not so marked but which the receiving party believes or reasonably

should believe are confidential or proprietary information of the disclosing party.

12 [nvenfory. “Inventory” shall mean the items resulting from manufacturing
or processing of Product or a combination of Sub-strate and Product that is held for sale to

customers.

1.3,  Product Improvement. “Product Improvement” means any improvement,

correction, modification, or enhancement of the Products made which does not substantially vary
the function or use of the Products.

1.4. Patents. "Patents" means and includes all issued U.S., Korean and other
countries’ patents in Exhibit A and all United States, Korean and other countries’ patents to be
issued claiming an invention, or an improvement thereof, disclosed in any of the Patent
Applications in Exhibit A and any improvements of said inventions. In addition, the Patents
shall mean and inciude all patents, issued or granted on divisional, continuation, continvation-in-
part, or substitute United States, Korean and other countries’ patent application of or for any
patent application disclosing any invention, or improvements thereof, disclosed in any of the
Patent Applications, and reissues and extensions of any of the Patents.

1.5. Products. “Product” or “Products” means nano-fibre, nano-coating, or any
material, product, or other item developed and/or manufactured based on the technology covered
by the Patents and Patent Applications.

1.6. Sub-licensee. “Sub-licensee™ means any sub-licensee of Licensee for any
licensed rights of Licensee to the Products,

1.7  Sub-strate. “Sub-strate” means any fm ngteriat, cloth, or product to
which the Product, in any form, is attached, combined, or immersqﬁ%v

1.8. Assignee. “Assignee” means any assignee of Licensee for any licensed
rights of Licensee to the Products.

1.9. Teritory. “Territory™ means the entire world.



1.10.  Transfer. “Transfer’ means any sale, lease, license, or other commercial
transfer.

2 GRANT OF LICENSE

2.1, Subject to the terms and conditions of this Agreement, Licensor grants to
Licensce and Licensee hereby accepts, a world-wide exclusive license to make, use,

import, sell, market, improve, modify, and deal in any manner with either a) the
inventions that come within the scope of any of the claims of any of the Patents or b)
the Products.

22.  Any trademarks or servicemarks related to the subject and within the
scope of this Agreement and created by the Licensor shall be licensed to the Licensee under the
terms of this Agreement.

23.  Additionally, Licensor hereby grants to Licensee a license to all designs,
processes, methods, data, know-how and trade secrets disclosed in the Patents and Patent
Applications, and disclosed in any of the documents, records, prototypes, software and devices
of Licensor to the full extent necessary or desirable to meke, use, have made or otherwise
practice any invention disclosed in the Patents or the Patent Applications.

3 ASSIGNMENT/SUBLICENSE

3.1 Right to Sublicense. Subject to the term§ and conditions of this
Agreement, Licensee shall have the right to sublicense third mgeﬁ? use, improve, make, have
made, market and sell the Products in & subset or all of the Territory without the prior written

consent of the Licensor,

32  Right to Assignment. Subject to the terms and conditions of this
Agreement, Licensee shall have the right to assign to third parties a portion or the entire License
under this Agreement without the prior written consent of the Licensor.
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3.3. Product imgmvements. Licensee, a Sub-licensee, or an Assignee shall b
permitted to make or acquire improvements to the Products. If Licensee makes or acquires am
Product Improvement, all right, title and interest in and to that improvement automatically, anc
without further action by Licensee and/or Licensor, shall be transferred to Licensee. In additior
to the above, Licensee shall own any intellectual property rights in any new process, inventions
discoveries, technologies, or materials developed in cornection with the Products during the
Term of this Agreement. Licensor will exccute any necessary documents and will otherwise
assist Licensee, at Licensee’s expense, as reasonably requested, to protect such intellectua’
property rights.

4. CONFIDENTIALITY

4.1.  The Parties hereto each agree to maintain and hold in strictest confidence
the Confidential Information including the inventions, designs, processes, methods;, data, know-
how, and trade secrets disclosed in the Patents and Patent Applications, and in any of the
documents of Exbibit B, except to the extent that the same is disclosed in any published patent
application or issued patent, a publication by a third party, or the disclosure thereof is necessary
or reasonably desirable in the course of Licensee's business.

42.  Each Party must appropriately notify each employee and agent to whom
any disclosure of such Confidential Information is made that the disclosure is made in
confidence and that the Confidential Information must be kept in confidence. Neither Party shalt
use or permit the use, either during the term of this Agreement or thereafter, of any Confidentiai
Information of the other Party for any purpose other than the purposes of this Agreement. Each
Party shall require that each employee and agent of such Party who performs any services under
or with respect to this Agreement and each Suh-homee execute tm:# cnter into, for the benefit of
both Licensee and Licensor, a confidentislity agreemﬁdam&hﬁ form and content to the
provisions of this Section 4.

5.  ROYALTIES

5.1. Royalty Rate. Licensee shall pay Liceasor, in U.S. Dollars, a royalty
equal to two percent (2%) of the gross sales of the Products. Licensee will calculate the royalty
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due hercunder based upon sales of Inventory reduced by the cost of any Sub-strate comprising a
part of the Inventory.

52. Pavment The royalty on the Transfer of the Products, licensing fees and
running royalties are earned on the date on which Licensee receives payment, whether in whole
or in part. Royalties shall accrue on partial payments received by the Licensee. The royalty
payment to Licensor must be paid within sixty (60) days after the end of the calendar quarter in
which the royalty is earned. Rayalties paid for Transfers of Products for which refunds, rebates,
credits, or allowances are given or allowed by Licensee, shall be credited against firture rovalties
due to Licensor.

5.3.  Statements. With each royalty payment, Licensee must submit to Licensor
a statement of: (a) the quantity of Products Transferred from Licensee and all Sub-licensees
during the applicable period; (b) the total of the licensing fees and running royalties received by
Licensee during the applicable period; and (c) a clear computation of the royalty payment.

5.4. Taxes and Charges. Licensee must pay all taxes or charges of any kind
(except income taxes) imposed by any domestic or foreign federal, state, or local government
with respect to Transfers of Products or any other items covered by this Agreement, or measured
by the gross or net receipts of Licensee.

5.5. [Inspection. Licensee shall keep or have kept, separate and adequately
detailed accounting, production, and marketing records relating to all Transfers of Products and
shall maintain such records for a period of at Jeast two {2) years after the termination of this
Agreement. Licensor has the right to inspect, and bave inspected by an abcounting firm or other
representative designated from time to time by Licensor, the releyaht-‘l"ecords of Licensee to
verify the accuracy of the royalties paid or payable to the Licensor. All inspected information
shall be kept in strict confidence from all other third parties. Licensor must give at least five (5)
days prior written notice to Licensee before any inspection, and may not inspect the records of
Licensee more than once in any twelve (12) month period. All inspections must be made during
ondinary business hours. If any inspection discloses that the amount of royzlties paid by
Licensee is incorrect in either Party’s favor, then any amount due to either Party must be paid by
the other Party within thirty (30) days after the date of determination of such discrepancy. If
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Licensor’s inspection demonstrates that the royalties paid for the period in question are less than
80% of the correct amount owing from Licensee, Licensee shall be liable for Licensor's cost of
inspection. Otherwise, Licensor must pay all of Licensor’s costs for any inspection.

5.6. [Interest. In the event it is determined, as a result of Licensor’s inspection
of Licensee’s books and records or otherwise, that the amount of the royalties actually paid under
this Agreement is less than the amount of the royalties payable under this Agreement, then
Licensee shall, in addition to paying such additional royalty amount to Licensor, pay to Licensor
interest, at the rate equal to the lesser of eight percent (8%) per annum on such amount from the
date that the royalty was due and payable to the date of payment. Licensor shall have no
obligation to-pay interest to Licensee with respect to any excess amount of royalties paid to
Licensor, except that, if Licensor does not pay such excess amount to Licensee within the thirty
(30) day period specified in Section 5.5 above, Licensor shall pay Licensee interest on the excess
amount from the date of determination of such discrepancy to the date of payment at the rate
equal to the lesser of eight percent (8%) per annum.

6. IERM

6.1. The term of this Agreement shall commence on the Effective Date and
shall end upon the expiration of the last to expire of the Patents or the rejection or abandonment
beyond further appeal of the last-remaining patent application for the Patents, whichever accurs
later, unless sooner terminated by the Patties pursuant to the terms of this Agreement.

6.2. Retumn of Information. Afier any termination of this Agreemeat, upon
request of disclosing Party, the other Party must returg to the disclofing Party within ten (10)
days after such request all copics of any written or re&gthedeﬁﬂb&ual Information received
from the disclosing party.

6.3.  Survival of Obligations. The obligations of each Party and its employees,
agents, and Sub-licensees under Section 4 above shall survive and continue afier any termination
of this Agreement. However, these obligations do not extend to any information known to the
general public without breach or violation of the terms of this Agreement of the confidentiality
‘obligations of any person to such party.
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7. REPRESENTATIONS AND WARRAN TIES

7.1.  Representation of Title. Licensor hereby warrants that, although he is one
of the two people to conceive and reduce to practice the inventions disclosed in the Patent
Applications, nevertheless no other person or entity (including co-inventor Hak Yong Kim) has
any interest in the inventions disclosed in the Patents and/or Patent Applications. Licensor
further represents and warrants that he has not transferred, assigned or hypothecated the Patents
and/or Patent Applications or any of his rights in the Products to any third party.

7.2.  Representation Regarding Authority. Licensor represents and warrants
that he has full power and authority to execute and deliver this Agreement, to grant the licenses
contemplated in this Agreement, and to perform his obligations under and to consummate the
transactions contemplated by this Agreement. The execution, delivery and performance by
Licensor of this Agreement and the transactions contemplated by this Agreement will not violate
any provision of taw and will not conflict with, or result in a breach of, any of the terms of, or
constitute a default under, any other agreement to which Licensor is a party or by which he is
bound.

7.3.  Representation Regarding Infringement. Licensor represents and warrants

that, to the best of his knowledge, the use, development, improvement, making, marketing, and
sale, of the Products by Licensee under this Agreement will not infringe any patent, copyright,
trade secret or other intellectual property rights of any third party.

74. Disclaimer of Warranties, LICENSOR MAKES NO WARRANTIES
EITHER EXPRESS OR IMPLIED, AS TO THE QUALITY, PERFORMANCE,
MERCHANTABILITY, OR FITNESS FOR ANY PARTICULAR PURPOSE OF THE
PRODUCTS.

7.5, Exclusion and Limitation of Liability. Licensor shall not be Jiable for any
claim by or damages to Licensee, any Sub-licensee or any third party erising from or relating to
any defect in, or the marketing or use of the Products. In NO event will Licensor be liabie for
indirect, consequential, incidental, or punitive damages, resulting from any defect in, or use of,
the Products, or from any breach of this Agreement (even if Licensor has been advised of the
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possibility of such damages). In no event shall other warranties provided by law, if any, apply
unless they are required to apply by statue notwithstanding their exclusion by contract. No
dealer, agent, or employee of Licensee is authorized to make any warranties on behalf of
Licensee. In po event shall Licensee be liable to Licensor for any damages in excess of the
amount Licensee paid to Licensor under this Agreement. In no cvent shall Licensor be liable to
Licensee for any damages in excess of the amount Licensor received from Licensee under this
Agreement.

7.6. Exculpatory clause. Licensor agrees and covenants that he will never
institute, prosecute, or in any way aid in the institution or prosecution of any demand, claim, suit,
civil action, and/or administrative action against Licensee, so long as such demand, claim, suit,
civil action, and/or administrative action is not based om breach of this Agreement, any
intentional tort, or gross negligence theory.

8  DEFAULT

if a “default” by either Party occurs, the other Party shall have the right to
terminate this Agreement in accordance with the provisions of this Section. The occurrence of
any one or more of the following events shall constitute a “default™ hereunder:

(@) If Licensee fails to pay when due any royalties payable under this
Agreement and does not cure such defeult within sixty (60) days afier Licensee’s receipt of
written demand therefore;

e

(b)  If either Party fails to observe tzr p@mw f the covenants, conditions
or provisions of this Agreement and such failure conii‘xﬂxééfor‘a-pmod of sixty (60) days after
such Party’s receipt of written notice thereof or, if such breach or failure of performance cannot
be corrected within sixty (60) days after such Pasty’s receipt of notice thereof, such Party fails to
begin the correction of such breach or faiture of performance within thirty (30) days after it
receipt of notice thereof or fails thereafter to continue to diligently pursue such correction until

completed;

(c)  Licensee’s termination of its active conduct of business; and
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(d)  If Licensee becomes insolvent or the subject of a filing for bankruptcy
composition, dissolution or any similar proceeding.

The delay or failure of either Party to terminate this Apgreement upon the
happening of one or more of the foregoing events of default shall not constitute a waiver of suck

Party’s right to terminate this Agreement at any subsequent time in respect of the same event o
any other event.

9. MAINTENANCE OF PATENTS AND PROSECUTION OF
PATENT APPLICATIONS

9.1.  Licensor shall be accountable for all reasonable maintenance fees, issue
fees, and other reasonable fees associated with the Pateats and Patent Applications. Licensee
shall pay such fees and then shall deduct such paid fees from the royalties due to Licensor from
Licensee,

9.2.  Licensor shall control the prosecution of the Patent Applications and
Licensor shall be accountable for all reasonable costs associated with such prosecution, subject
to Section 9.1 above. If Licensor is not able to control the prosecution of the applications for the
Patents, due to Licensor's death, incapacitation or unaveilability, Licensee shall control the
prosecution.

9.3.  Best Efforts. Licensor shall act diligently and use his best efforts to
prosecute the Patent Applications until patents are issued or it is finally determined that a patent

will not be issued. \

94.  Status of Patent Application. Licensor hereby représents and warcants to

Licensee thet Licensor has not received notice of final rejection with respect to any of the Patent
Applications and that he has no reason to believe that a patent will not be issued with respect to
any of the Patent Applications.

10. TECHNICAL CE
Licensor shall make himself aveilable to Licensee on an as needed basis as a technical
consultant with respect to any issues arising out of or relating to manufacturing, development,
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sale, marketing, improvement or other areas regarding the Patents, Patent Applications, and the
Products as Licensee reasonably may request from time to time. Licensor shall not provide any
technical assistance and/or know how requested by Licensee under this Section 10 unless
Licensee pays to Licensor an advance in an amount reasonably anticipated to be sufficient to
cover Licensor’s expenses. Licensor shall not receive any other compensation, other than the

royalties paid under Section 5 of this Agreement, for this provision of such technical assistance.

11,  INDEMNIFICATION

11.1. General Indemnification. Each Party shall indemnify, defend and bold the
ather Party, and each of their officers, directors, employees and agents, harmless from and
against any and all claims, losses, damages, liabilities and expenses, including without limitation
settlement costs and any legal or other expenses incurred in investigating, settling or deferring
any actions or threatened actions (collectively, “Expenses”), incurred by the other Party in
connection with: .

(a8)  any misrepresentation or breach of any representation or warranty made
by the party in this Agreement; or

(b)  the breach of any covenant, agresment or obligation of the Party contained
within or contemplated by this Agreement.

112, Product Liability, Licensee shall indemnify, defend and hold Licensor,
and each of his agents harmless from all Expenses which may arise from or relate to the
manufacture, use, sale or Transfer of any Products under this Agreement; provided that the
foregoing indemnification by Licensee shall not apply to any Expenses which arise from or relate
to any claim that the Patent or the manufacture, use, saleor T ar of any of the Products
infringes the rights of any third person. mme

11.3. Indemnification Regarding Infringement. In the event that any third

person makes a claim that the manufacture, sale, use or Transfer of any Product infringes any
patent, copyright, trade secret, or other proprictary right of said third party, Licensor shall
indemnify, defend and hold Licensee, and each of its officers, directors, employees and agents,
harmless from and against any and all Expenses which arise from or relate to such claim of
infringement. Licensee shall have control of such defease including the right to settle such

claim.

10
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11.4,  Third Party Infringement.

(a) Licensee shall have the right, but not the obligation to, enforce the Patent:
including the commencement and prosecution of any legal action necessary to stop infringement
Licensor agrees to join in any suit brought by Licensee for the purpose of abating an)
infringement of the Patent if License, in its discretion, determines that such joinder is necessary
or desirable. Any monetary damages or other compensation received by Licensee from ar
infringer as a result of settling a claim of infringement or as a judgment against the infringer in
action commenced and prosecuted by Licensee, minus all costs and expenses, shall be divided
between the Parties in accordance with the royalty rate set forth in Section 5.1 above.

(®)  The parties shall cooperate with cach other in the enforcement of the
Patents including the execution of any and all documents reasonably necessary to facilitate the
commencement and prosecution of any legal action to enforce the Patents.

1. ARBITRATION

Any dispute, controversy or claim arising out of or refating to this contract, or
tbe breach, termination or invalidity thereof, shall be settled by arbitration in
Hong Kong under the UNCITRAL Arbitration Rules in accordance with the
Hong Kong International Arbitration Centre Procedures for the Administration
of International Arbitration in force at the date of this contract. There shall be
only one arbitrator.

13.  MISCELLANEOUS PROVISIONS
13.1. Notices. All notices required hereunder shall be given in writing and shall
be personally delivered or sent by postage prepaid mail, addressed to the Parties at such
addresses as the Parties may designate from time to time by written notice. Notice is
rebutably presumed to have been received five days after the mailing date.

132 Choice of Law. This Agreenient shall be govemed by, construed,
interpreted, and enforced under and according to the laws of Hong Kong,

11
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13.3. Severability. In the event any part of this Agreement is found to be
invalid, illegal, or unenforceable in any respect, the remaining provisions shall
nevertheless be binding with the same effect as if the invalid, illegal, or unenforceable

part or parts were originally deleted.

13.4. Successors and Assigns. This Agreement shall be binding upon and inure

to the benefit of the successors, assigns and agents of the Parties.

13.5. Attomeys’ Fees. In the event that any legal procecdings arise as a result
of this Agreement or the arbitration award, the prevailing party is entitled to receive attomeys’
fees.

13.6. Time of the Essence. Time is of the essence in this Agreement.

13.7. Waiver/Fai Enforce, Waiver of any term of this Agreement shall
not constitute a waiver of that or any other term in the future, and shall not create an estoppel
from enforcing that or any other term.

13.8. [Expected Performance. Each party herein agrees to perform all acts and
execute and deliver all documents as may be necessary or appropriate to carry out the intent and
purposes of this Agreement.

13.9. Entire Agreement. This Agreement embodies the enfire understanding of
the Parties and supersedes and replaces any and all pre-existing agreem _ or understandings
between the Parties. No amendment or modification of this A.g;e_er_nem_; be valid or binding
upon Licensee or Licensor unless made in writing and signed by both Parties or their respective
duly authorized representatives.

13.10. No Construction, No party hereto nor any attorney for any party shall be
deemed the drafter of this Agreement for the purpose of interpreting or construing any of the

provisions hereof.

13.11. Representation by Counsel. Each of the Parties hereto acknowledges that
it has had the opportunity to be represented by independent legal counsel of its own choice
throughout all of the negotiations that preceded the execution of this Agreement and that each ‘

12



184

has executed this Agreement with the consent and on the advice of any such independent legal
counsel; and further acknowledges that it and any such counsel have had an adequate opportunity
to make whatever investigation or inquiry they may deem necessary or desirable in connection
with any of the subjects of this Agreement prior to the execution hereof.

13.12. Counterparts. This Agreement may be executed in any number of
counterparts, each of which shall be deemed an original but all of which together shall constitute
one and the same instrument,

13.13. Survival. The provisions of Sections 4, 7.5, 7.6, and 11 shall survive the
termination or expiration of this Agreement.

Jong Chul Park (Lice

i Finetex Technology Global Limited(Licensee)
o~

By M AL :hé
Name: T UK Kwont ((IQ
Tite: 1) A€t 1R

Date:_ /8, 0§ W?’ Date:_ 1B, O, 2 00F

By: -

TR | {



EXHIBIT A
PATENT AND PATENT APPLICATIONS

# | Application/ | Filing Date Title I Status

|| Patent No.

1 | 2001-39789 | 7/4/2001 An electronic spinning apparatus and a Reg. No.
process of preparing nonwoven fabric using 10-0429446
thereof

2 | 200141854 | 7112/2001 | A method of continuously coating nano Reg. No.
fibers on fabric material 10-0422459

3 |2001-78778 | 12/13/2001 | A ultrafine inorganic fiber, and a process of Reg. No.
preparing for the same 10-0412241

4 :2002-05812 |2/172002 ! A bottom-up electrospinning devices Reg. No,

10-0422460 |

S {2002-08049 |2/15/2002 | A ultrafine titanium fabric and a method of Reg. No.

| fabricating the same 10-0438102 *

6 12002-18277 |4/3/2002 | A ultrafine in-tungsten fabric and a method Reg. No.
of fabricating the same 10-0433860 |

7 [2002-32767 | 6/12/2002 | A ultrafine alimina fabric and a method of Reg. No. ‘
fabricating the same 10~0438216

§ 12002-50381 | 8/26/2002 | A method of fabricating nonwoven Pending

L panofiber fabric

9 12002-55578 |9/13/2002 | Nonwoven nano fiber fabric that imitates Pending
living being and a method of fabricating the
same. B ]

10 | 2603-00256 | 1/3/2003 A method of fabricating nonwoven Pending
nanofiber fabric having a pattcrn

11 [ 2003-11296 | 2/24/2003 | A process of preparing continuous filament Peading
composed of nano fiber

12 | 2003-12942 | 3/3/2003 | A method of fabricating nonwoven Pending
pacofiber fabric having a pattern

13 | 200328371 |5/3/2003 | A method of fabricating nonwovcn Pending
nanofiber fabric

14 [ 200341800 | 6/26/2003 | A method of manufacturing hybnd Pending
composite material including nanofibers

15 | 2003-54518 | 8/7/2003 A method of coating nano fibers using Pending
electronic spinning

16 | 2003-94346 | 12/22/2003 | A method of manufacturing nano-fibers with Pending

| excellent fiber formation

17 12003-97197 | 12/26/2003 | A method of manufacturing nano-fibers with | | Pending
excellent fiber formation

18 | 2004-04918 | 1/27/2004 | A bottom-up electtospinning device, and Pending
nanofibers by using the same

19 [ 2004-06402 | 1/31/2004 | A continuous filament composed of nano Pending
fiber and a method of fabricating the same

20 | 2004-19543 [ 3/23/2004 | A bottom-up eleclrospmmng devices, and Pending

nanofibers prepared by using the same

14
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2004-30895

5/3/2004

A composite electronic spinning device, and
composite nonwoven nano fiber fabric
fabricated using the same, and composite
nano fiber filament

Pending

22

|
2004-32244

| 57172004
L

A method of fabricating nano fibers having (
)

Pending

23

2004-32721

' 5/10/2004
|

A bottom-up multi-ingredient
electrospinning device, and multi-ingredient
| nano fibers prepared using the same

Pending

2004-45212

6/18/2004 i Polymer particles, and a method for

manufacturing the same

Pending

2004-53743

7/10/2004

A porous membrane and a method of
fabricating the same

Pending

2004-58115

7/26/2004

A method of manufacturing super strength
filament having nano fibers

Pending

2004-71214

9712004

nonwoven nano fiber fabric having excellent
( )and( )and amethod of fabricating
the same

2004-76276

9/23/2004

nonwoven nano fiber fabric and a method of
fabricating the same

| Pending

2004-83086

10/18/2004

A process of preparing continuous filament
composed of nano fibers

Pending

2004-86971

10/29/2004

A process of preparing continuous filament
composed of nano fibers

Pending

2004-109174

12/21/2004

A method of fabricating a nanofabric
aggregate baving excellent mechanical
properties

Pending

15
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FTEnE

23-1 Hyoryeong-ro, FT Building, 6th Floor, Seocho-gu, Seoul, Republic of Korea
Phone : +82-2-3489-3317  Fax : +82-2-3842-0854
Email : yw.kim@ftene.com (CEO), (Attn: Joong Ok Kim, CMO)

_jokim © fteme.com

March 26, 2019

To: Blaney McMurtry LLP
Attn:  David T. Ullmann, Mr. Jong Chul Park

RE: Termination of Exclusive Patent License
Dear Sirs,

We wish your business a long success and growth. Please find below our comments in response to your
letter regarding termination of patent license agreement.

A. FTEnE paid Mr. Jong Chul Park a licensing fee of USD 4 million on June 8, 2007 in exchange
for the Services. (See Attachment 1: Proof of licensing fee payment.) This is stated in Sections 1 and 2 of
the AMENDMENT TO THE LICENSE FEE AGREEMENT, signed on June 20, 2009, which also states
agreement by both parties thereto. (See Attachment 2: AMENDMENT TO THE LICENSE FEE
AGREEMENT.)

B. Term of Services: According to the AMENDMENT TO THE LICENSE FEE
AGREEMENT signed on June 20, 2009, "[t]he obligation of the Services shall remain in effect until the
Company terminates its active conduct of business." FT EnE filing for rehabilitation does not indicate a
“terminat[ion of] its active conduct of business" specified in this agreement For your reference, a
corporation registered in the Republic of Korea is regarded as baving termi its conduct of business
when it files for discontinuation of business according to t:lltax laws, BpHies for de-registration of
corporation with the court registry office, or is declared as bankript.by. L

C. Therefore, your comment regarding the lack of rights for the use of the license is misinformed,
since contrary to your claim, FT EnE has not terminated its active conduct of business for being in
“bankruptcy composition, dissolution or any similar proceeding.”

D. Also, according to Section 4 of the AMENDMENT TO THE LICENSE FEE AGREEMENT
signed on June 20, 2009, "[tJhe Company shall be permitted to own any intellectual property rights in any
new technologies, inventions, or products developed by Park both in the past and future in connection with
the Technologies." Therefore, we kindly ask Mr. Park for continued best efforts toward the fulfillment of
the obligation of the Services.

We thank you for your cooperation with the continued use of the exclusive patent license.

Sincerely yours,
Yong Won Kim Y 71/@&'\»' /é—v
CEO, Finetex EnE Inc.
Attached: 1. Proof of licensing fee payment (1 copy)
2. AMENDMENT TO THE LICENSE FEE AGREEMENT (signed June 20, 20609) (1 copy)
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AMENDMENT TO THE LICENSE FEE AGREEMENT

This Agreement (the "Agreement") is made as of June 2o 2009 by and between
FINETEX TECHNOLOGY GLOBAL,LTD, a corporation organized and existing under the laws
of Hong Kong (the "Company"), and Jong Chul Park, an individual ("Park"). The Agreement
amends the License Fee Agreement made as of August 24, 2007 by and between the Parties.

WHEREAS, the Parties entered into the License Fee Agreement as of August 24 2007(the
“Original Agreement”), where the Company agreed to pay to Park the total principal sum of
US$10,000,000 in retum for the services provided by Park as required under the terms of the
Original Agreement (the “Services™).

WHEREAS, the Company has paid the initial payment of $3,000,000 upon the execution
of the Original Agreement and has the balance $7,000,000 payable to Park.

WHEREAS, the Company wishes and Park agrees to adjust the balance and pay it off at
once.

NOW, THEREFORE, in consideration of the mutual promises and agreements contained
herein, the Parties hereby agree as follows:

1. Adjustment of the Balance Amount. The Parties agree to adjust the balance payable
§7,000,000 to $1,000,000.

2. Payment. The Company shall pay within one (1) month from the execution of this
Agreement the principal sum of $1,000,000. The Company shall not pay any additional amount
other than the payment in return for the Services.

3. Temm of Services. The obligation of the Services shall remain in effect until the
Company terminates its active conduct of business.

4. Intellectual Properties. The Company shall be permitted to own any intellectual
property rights in any new technologies, inventions, or product_é‘&g:velpp?g'_w:ark both in the past
and future in connection with the Technologies. —

5. Successors and Assigns. This Agreement shall be binding upon and inure to the
benefit of the successors and assigns of the Parties,

IN WITNESS WHEREOF, the parties have executed this Agreement as of June 20, 2009.

FINETEX TECHNOLOGY GLOBAL,LTD,

) S

Name: /
Title—Director
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This is Exhibit “B” referred to in
the Affidavit of EUGENE KIM
sworn before me on June %, 2019

Commissioner for taking affidavits
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Translator’s Declaration

194

|, Eugene Kim, certified translator and official member of ATIO (Association of
Translators and Interpreters of Ontario) for both English-to-Korean & Korean-to-
English translation, hereby certify and attest that the attached Korean-to-English
translation done by myself is accurate and complete and conforms to the attached

true copy of the document named as below:

o Affidavit

For KIM, Yongwon

Declared and signed on

This 3’0_mday of May, 2019

In the Town of Oakuville,
In the Province of Ontario,
Canada

~-Eugene Kim, C.Tran.
" (ATIO Certificate #2684)
1244 Hedgestone Crescent
Oakville, ON L6M 1X8
(Phone: 647.225.4500)

Eugene Kim
2684

L -
i o
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Certified Translation from Korean to English

Court File No. 32-2480036
Estate File No. 32-2480036

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE PROPOSAL OF FT ENE CANADA INC., OF THE CITY OF
BRANTFORD, IN THE PROVINCE OF ONTARIO

AFFIDAVIT
(Sworn by YONGWON KIM on May 28, 2019)

I, YONGWON KIM, of Seoul, Republic of Korea, make oath that the following are true and correct:

1. I am the Representative Director of Finetex, EnE Inc. (hereinafter referred to as “FTEI”) and, based
on my personal knowledge, information, and faith, state as follows. For statements based on information
collected from others, I am providing the sources of such information, and those statements are based on my

trust in the truthfulness of such information.

2. The founder of FTEI is Jongchul Park. Until he was dismissed from his service las the
Representative Director on October 25, 2018, I served as a Co-Representative Director of FTEI along with
him. A Representative Director is similar to the CEO of a Canadian corporation. Currently, I am the only
Representative Director and (ghab_il_itgtion custodian of FTEL As of now, Jongchul Park is still maintaining
his post as a board director.:Under the Commercial Act of the Republic of Korea, a board resolution is
sufficient to dismiss a boti‘l:d‘\ director from his post as Representative Director while a general meeting is
required to dismiss him/her froﬁ his post as a board director. As the circumstances of the company were too

tight to hold a special general meeting at the time in 2018 and, should a motion for the dism’i.ssal of

Jongchul Park from his post as a board director be voted down at the general meeting, it cpuld;l_e.gd to

a7,

.t

Translated by Eugene Kim, Certified Translator, ATIO Certificate #2684, Ontario, Canada’~
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Certified Translation from Korean to English

misinterpretation that Jongchul Park was release from his responsibility, Jongchul Park's post as a board

director could be maintained.

3. FTEI is a company established in the Republic of Korea (hereinafter referred to as “Korea™) which

has a wholly-owned subsidiary in Canada and Philippines respectively.
(a) FT EnE Canada Inc. (hereinafter referred to as "FT EnE Canada"); and

(b)  Finetex Technology Philippines Corporation (hereinafter referred to as "FT
Philippines")

Detailed Account of the Case

4. Whereas FT EnE Canada received a qualified opinion from a local, Canadian auditor for FY 2017,
WITH Accounting Firm, a Korean auditor of FTEI for FY 2017, requested that FT EnE Canada hire BDO
Canada Ltd. (hereinafter referred to as “BDO”) to conduct a re-audit on FT EnE Canada for the audit report
prepared by the local auditor of FT EnE Canada could not be trusted. However, BDO failed to secure
necessary information from FT EnE Canada and has not been able to submit a re-audit report for 2017 to
date. Eventually, WITH Accounting Firm failed to prepare a re-audit report on FTEI for FY 2017, which
led to a disclaimer of opinion on the financial statements for the first half of 2018 from Young & Jin

Accounting Corp., the auditor for FY 2018.

5. Due to the disclaimer from Young & Jin Accounting Corp., Korea Exchange stopped the trading of
FTEI stocks at KOSDAQ, the second stock exchange of Korea, in March 2018. The trading was resumed in
September 2018 for a short time and was stopped again in October 2018. Finally in early May of 2019,

FTEI was delisted after two dﬁys of clearance trading.

6. As mentioned above, Jongchul Park was dismissed from his post as the Representative Director on

October 25, 2018.

Translated by Eugene Kim, Certified Translator, ATIO Certificate #2684, Ontario, Canada B
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Certified Translation from Korean to English

7. On February 26, 2019, | filed a statement of claim with a Korean district prosecutors’ office on
behalf of FTEI, which I believe has been transferred to the National Police Agency for investigation. To
sum up the purpose of the statement of claim, Jongchul Park, Jongman Park, former Vice President of FTEI
and current CEO of FT Philippines, and some other people conspired to commit and actually executed the
following acts: (a) they manipulated the accounting of FTEI and FT Philippines by creating false sales in
order to publish the profit and loss of FTEI being in the black in the quarterly reports of 2017, and (b) had

FT Philippines deal with the company under their control for their own good.

8. FTEI changed the management of FT Philippines, but Jongchul Park is still holding a post of a
board director of FT EnE Canada and Yoonjoon Park, his son-in-law, is still in charge of the regular

operation of the company.

9. The last financial report that FTEI received from FT EnE Canada was the interim financial report
for Q3 of 2018. Since then, FTEI did not receive any financial report concerning the operation of FT EnE
Canada. Seokchan Kim, Vice President of FTEI, visited FT EnE Canada in December 2018 and requested
information on customers, but FT EnE Canada refused to provide the information, saying that such

information was part of JC Park’s personal achievements.

10.  FTEI requested HaengBok MaRu Consulting Co. Ltd. to prepare a report on the auditor’s disclaimer

of a qualified opinion for FY 2017. I am attaching a copy of this report as Reference 1.

11. I understand that the Financial Supervisory Service, financial regulatory authority of Korea,
investigated the fact that Jqpééﬁul Park violated the Financial Investment Services and Capital Markets Act
of Korea by selling the shares. he owned immediately before the Korea Exchange publicly announced the
action of stopping stock trading, to file a charge. Bonghwan Kim, an accountant from WITH Accounting
Firm that audited FTEI for FY 2017, came to know about the above fact while being inquired as a,tgstiﬁer

at the Seoul Central District Prosecutors’ Office about an allegation that Jongchul Park commit_'téd_ﬁii_im‘@idw—

e T

Translated by Eugene Kim, Certified Translator, ATIO Certificate #2684, Ontario, Canada R .
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Certified Translation from Korean to English

dressing accounting in 2017 and communicated this information to Hoyeong Jang, FTEI’s consultant, from

whom | heard about the above fact.

Bankruptcy Procedure of Korea and Canada

12.  Pursuant to the Debtor Rehabilitation and Bankruptcy Act, FTEI was brought into custody of Bench
#14 (Judge Byeongwuk An, Judge Jumi Kim, and Judge Cheolhui Yu) of the Seoul Bankruptcy Court. An
Application for Initiation of Rehabilitation Procedure was filed on February 27, 2019, and the court issued a

decision to initiate the rehabilitation procedure on March 27, 2019.

13.  On February 27, 2019, Jongchul Park attended the board meeting of FTEI, where the approval for
filing an application for initiation of rehabilitation procedure was discussed, for a while through a
conference call to say that he was against filing an application before discussing the matter, and left the
conference. As he was maintaining his post as a board director of FTEI and knew that the rehabilitation
procedure had started, he must have been able to know the status of FTEI’s rehabilitation matter through the

case status made accessible by the Seoul Bankruptcy Court whenever he wanted to.

14.  However, Jongchul Park has never mentioned the bankruptcy application of FT EnE Canada in

Canada to me and, as far as | know, any employee or officer of FTEL

15.  From Jaecheon An, a director of Awa Paper & Technology Company, Inc. (hereinafter referred to as
“Awa”), a customer in Japan, I heard that Jongchul Park had visited Awa in early March of 2019 and

proposed that Awa continue to deal. with him as he would take over FT EnE Canada.

16. | have no trust or belief at all in Jongchul Park and understand that he has committed serious
wrongdoings towards FTEIl, FT EnE Canada, and FT Philippines for his own good. FTEI believes that
" Jongchul Park and his son-in-law should not be able to control FT EnE Canada any longer and hopes that T

EnE Canada be controlled and managed directly by the head office, the shareholder with 100% 6wne;'ship.

17.  Iconfirm that the liability of FT EnE Canada towards FTEI is approximately CAD6 "milliSh‘.‘-;-Q‘r;% :
Translated by Eugene Kim, Certified Translator, ATIO Certificate #2684, Ontario, Canada s
4 ;



199

Certified Translation from Korean to English

18.  FTEI has been committed to attracting investors in order to solve the cash flow flexibility issue that
came about the delisting and, in the course, Toptec Co., Ltd. (hereinafter referred to as “Toptec™), a
KOSDAQ listed company, highly valued the growth potential of the nano business of FTEI and others and
actively expressed their interest in investing in FTEI or even taking FTEI over. Out of concern, however,
about the contingent liabilities of FT EnE Canada and FT Philippines that are subsidiaries of FTEI, Toptec
express intent that they would like to proceed with investments and M&A towards FTEI on condition that
the contingent liabilities of FTEI be cleared through rehabilitation procedure. Consequently, FTEI already
entered into a basic investment agreement with Toptec for M&A in a form of stalking-horse bid when filing
an application for rehabilitation and, at the same time, Toptec paid FTEI performance bond equivalent to 5%
of the estimated investment amount, which means that FTEI filed an application for the initiation of

rehabilitation under the agreement with Toptec.

19. In May 2019, the Korean court issued a “Decision of Approval of M&A Prior to Approval of A
Rehabilitation Plan”, and FTEI is planning to enter into a stalking-horse agreement with Toptec upon
getting approval from the court in June. In this M&A, Toptec is expected to acquire shares equivalent to
50+1% of the total issued shares to have a controlling interest in the company. Whether the acquirer will
acquire the business of FT EnE Canada or not can be an important factor to consider for the success of a

deal like this taking place in Korea.

20. I expect that the Korean court will approve Toptec as the stalking-horse bidder around June. In case
there are no additional prospéctive'hé&;uirers after FTEI enters into a conditional acquisition agreement with
Toptec, a potential acquiréfj “t‘he céurt will have the M&A procedure be completed by approving the
rehabilitation plan in a form of M&A in early September. Even if there are additional prospective acquirers,

this procedure will be completed in mid October.

Translated by Eugene Kim, Certified Translator, ATIO Certificate #2684, Ontario, Canada L g
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Certified Translation from Korean to English

FT EnE Canada

21.  On March 8, 2019, FTEI received a letter sent by Blaney McMurtry LLP (hereinafter referred to as
“Blaney McMurtry”) on behalf of Jongchul Park. I am attaching this letter dated March 8, 2019, that |

received from Blaney McMurtry along with the documents enclosed therein as Reference 2.

22.  With regard to this, FTEI responded to Jongchul Park’s lawyer in a letter dated March 26, 2019, to
the effect that Jongchul Park has no legal grounds for the termination of the licence agreement. I am
attaching the letter dated March 26, 2019, sent to Blaney McMurtry along with the documents enclosed
therein as Reference 3. Based on the licence given by Jongchul Park to FTEI, FT EnE Canada has the right

to continue to operate business, using Jongchul Park’s patent right.

Reference 1: Examination report by HaengBok MaRu Consulting Co. Ltd.
Reference 2: Letter from Blaney McMurtry LLP, dated March 8, 2019

Reference 3: Response letter sent by FTEI, dated March 26, 2019

SOLEMNLY DECLARED BEFORE ME
at the City of Seoul, Republic of Korea,
on May 28, 2019:

Notary Public - / YONGWON KIM

Translated by Eugene Kim, Certified Translator, ATIO Certificate #2684, Ontario, Canada ' -
6 (A
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This is Exhibit “C” referred to in
the Affidavit of EUGENE KIM
sworn before me on June ‘_Jg_, 2019

Commissioner for taking affidavits
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Translator's Declaration

I, Eugene Kim, certified translator and official member of ATIO (Association of Translators and Interpreters
of Ontario) for both English-to-Korean & Korean-to-English translation, hereby certify and attest that the attached
Korean-to-English translation done by myself is accurate and complete and conforms to the attached true copy of

the document named as below:

* Affidavit

for KIM, Yongwon, Exhibit 1, excerpted sections of the HaengBok Maru Consulting Co.
Ltd. report, pages =33 | 36, S ana 63

Declared and signed on

This 4th day of June, 2019

In the Town of Oakville,
In the Province of Ontario,
Canada

/Eugene Kim, C.Tran.
(ATIO Certificate #2684)
1244 Hedgestone Crescent

Oakville, Ontario L6M 1X8
(Phone: 647.225.4500)
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Certified Translation from Korean into English

Report on the Results of the Examination of

Finetex EnE Inc.

In Relation to Disclaimer of Auditor’s Opinion on Audit Report for FY 2017
With A Focus on Violation of Accounting Standards & Misconduct of the Management

May 17, 2019
HaengBok MaRu Consulting Co. Ltd.

Translated by Eugene Kim, Certified Translator, ATIO Certificate #2684, Ontario, Canada 1738 "E ﬁ
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. Overview of Examination
1. Purpose of Examination

In regard to the re-audit of Finetex EnE Inc. for FY 2017, conducted by WITH Accounting Firm
(hereinafter referred to as "Re-auditor"), the auditor of the company requested HaengBok MaRu
Consulting Co. Ltd. (hereinafter referred to as "Examiner”) to carry out an objective examination
of the re-audit related issues and the signs of misconduct found in the course of examination
and prepare and submit a report on the results of the examination.

The basic purpose of this examination is in collection of evidence of the violation by the
company of the accounting standards concerning accounting and others in regard to Article 22
of the Act on the External Audit of Stock Companies, etc. and the misconduct or grave
violations of laws and/or the Articles of Incorporation, committed by board directors in relation to
their job performance, and the following are the detailed goals of this examination that need to
be identified:

a. ldentifying the deliberateness of the violation of the accounting standards and the identity of
the decision-maker who directed this violation;

b. Identifying the specific means used for the violation of the accounting standards;

¢. ldentifying whether or not board directors have committed misconduct including breach of
trust and embezzlement or violations of laws and/or the Articles of Incorporation in relation to
their job performance; and

d. Identifying the existence of other cases that are believed, in the course of fuifilling the above
"a" to "c" goals, to have critical effects on the corporate financial statements or reveal critical
weaknesses in the internal control system

2. Subjects and Scope of Examination
(1) Subjects of Examination

Job Position . Job Title Name Scope_of Remarks

Collection
The collected PC did not
. : . . have any trace showing
Former President ~ President Jongchul Park PC, email that it has been used for the

’ past several years.
Former CFO Sr. Exec. Director | Seonggyun Kim PC, email
Current CFO Exec. Director Dongwon Park PC, email

It was identified that the
collected PC was not the
Canada Factory Staff Yoonjoon Park PC, email | one used by Yoonjoon
Park, but Yoonjoon Park
refused to re-submit his PC.

o

Former Director, Exec. Director Chungwon Lee PC, email
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Philippines Factory
Acc‘:gun'tlng' - Alan PC, email
Philippines _
Purchasing, . .
Philippines - Jinky PC, email
Gene(a! MQ’.“‘ & Sr. Exec. Director Jungok Kim PC, email
Administration
leector. Ngng VP Seokchan Kim PC, email
Business Division ,
Standing Auditor PC, email
Current Accounting PC. email
Team Leader
Former Accounting PC, email
Team Leader
Accounting PC, email
Local Purchasing PC, email
Former VP Email
Former Head of
Marketing for Email
Masks
Mgmt Support Team Email
Europe Sales .
Marketing Emai
IR Email
lily China Business Email
Accounting Email
Treasury ‘ Email
Treasury Email
Accounting Email
Mgmt Planning Email

The digital forensic evidence collected has been reviewed within the extent of not infringing the
personal information of the owner or user and the purpose of this examination. However, since
the employees and officers of the company are not allowed by the corporate standards to use
PC's and email for any purposes that are not related to their job performance, the examiner has
not set up specific limits to the scope of examination and, considering the effectiveness and
efficiency of examination, conducted the examination by selecting keywords.

* As reviewing documents and emails by using digital forensic is not a complete enumeration but
searching keywords related to this case and reviewing the electronic documents and others that
contain those keywords, documents and others that do not contain such keywords may not be
included in the subjects of review. )
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(2) Scope of Examination

209

The evidence secured through digital forensic and the data which the examiner requested the

company to provide have been defined as the scope. The scope of data for examination is as

follows:

a. Digital forensic evidence towards the subjects of examination;

. Back-up email data of the corporate email server, which were provided by the company;

b
c. Internal accounting data provided by the company; and
d

. Record of the interview with the accounting auditor for FY 2017 (WITH Accounting

Firm)

3. Examination Schedule

The examination was conducted for five weeks from Jan. 21, 2019 to Feb. 22, 2019, and the

detailed schedule was as below:

Iltem

Week 1

Week 2 Week 3

| Week4 | Week5

Understanding of the company;
Identification of the subjects of &
matters for examination

Determination of the scope of the
collection of digital forensic
evidence

Collection of evidence

Analysis of collected evidence

Preparation of an examination
report

4. Manpower Assigned to the Examination

The examination team of HaengBok MaRu Consulting Co. Ltd. was composed as below:

Name Job Title Role Qualification
Jaehyeok Jang Board Director Engagement Leader KICPA
Jaehyeon Kim Manager Team Leader KICPA

Jaemin Nam Manager Staff -
Gukjoo Gong Associate Researcher Researcher Digital éonrgrg:: dSep)eciaiist
Chaewon Seo Staff Staff -

5. Method and Limits of Examination
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(1) Method of Examination

The examiner had a meeting with the auditor and the accounting auditor of the company in
order to identify the purpose and scope of this examination, identified the subject matters of
examination based on verified information, determine the scope of the collection of digital
forensic evidence, visited the company to collect all the available evidence including digital
forensic evidence, analyzed the collected evidence, interviewed the people concerned with the
subject matters of examination, prepared a report on the contents of examination, and
described the whole process in this report without omissions.

(2) Limits of Examination

For this examination, the examiner conducted the examination procedure and others as
described in the examination report with sincerity, and the facts identified in this report are
based on the findings from the examination of the storage devices including PC's for business
or internal data of the company.

The examination of the storage devices including PC's for business was conducted based on
the written consents of the owners and users of the PC's that they were aware of the purpose of
the examination by the examiner and agreed to provide related data for the examiner's review,
but there can be data that the examiner failed to collect because the company or the subjects of
examination refused to comply with the examiner's request for submission of such data.
Therefore, the examination was conducted within the extent of examination as specified in this
report.

In the meanwhile, as the examiner does not have authority to conduct any discretionary or
forceful procedure including collection of data by seizure or raid, there is a possibility that such
data had been concealed before being submitted.

In this examination report, not only verified facts but matters about which the examiner can
make reasonable presumptions or raise doubt are mentioned separately. As these are not
sufficient as objective evidence, it is recommended that they be used only upon clear »
identification of relevant facts through additional collection of evidence or legal consultation.

(3) Restrictions on the Use of An Examination Report

This report was prepared in order for the Commercial Act based auditor of the company to
submit it to the re-auditor who was re-auditing for FY 2017 and earn his conviction under the
Act on the External Audit of Stock Companies, etc. This examination report cannot be provided
for any third person besides the Commercial Act based auditor or re-auditor of the company, .
and the examiner is not legally responsible for the use of this report for any other purposeys}}han
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this examination.

However, in case the company determines that it is necessary to provide this report for other
subjects than those being within the extent of the examiner's responsibility, it can be provided at
the company's own risk.




Certified Translation from Korean into English

Il. Examination Procedure & Analysis Method
1. Prior Examination

(1) Understanding of the Company

a. Review of published financial statements and business reports and identification of

basic information:;

b. Review of the corporation register of the company and registered facts;

212

c. Review of the history of the company and the information on shareholders/management;

and

d. Identification of other issues related to the company, including review of news articles

(2) ldentification of the Auditor of the Company, External Auditor, and Subject Matters of

Examination

a. The auditor of the company presented the following data to the examiner with regard to

the matters of this examination:

* Data submitted by the auditor*
Separate financial statements of the company (2011-2018)
General ledger of the company (2011-2018)
Quarterly account statements of the company (2011-2018)
Bank account statements of the company (2015-2018)
Financial statements of FTEnE Phil. Corp. (2017)
General ledger of Hinity (2014-2017)

* Despite the examiner's request for submission, FTEnE Canada Inc., FTEnE Phil. Corp.,

CAPK Filtration Inc., and Hinity did not submit their general ledgers, bank account

statements, etc.

On Jan. 30, 2019, the auditor of the company shared information through a prior
interview on the following events and key issues of the company that occurred after the

accounting audit for 2017 with the examiner:

* Background and purpose of the auditor's examination
Processes and results of the re-audit for FY 2017
People involved in misconduct resigned
Current status of Jongchul Park, former president
Replacement of the board members in Sep. 2018

Second re-audit contract for FY 2017 and misconduct investigation contract

b. External auditor

On Jan. 29, 2019, the examiner communicated with the key staff and re-auditor of the - .

Translated by Eugene Kim, Certified Translator, ATIO Certificare #2684, Ontario. Canada
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company, including CFO and Accounting Team Leader, for the purpose of sharing the
background and subject matters of examination and, on Feb. 1, 2018, had a follow-up
discussion with the re-auditor for the purpose of promoting in-depth understanding of the
subject matters of examination, and shared the following information with him:

* Processes of accounting audit _
Traces of misconduct found during the half-year review for 2017

Forgeries and modifications of the audit evidence, found during the term-end audit
for 2017

Processes and results of the re-audit for FY 2017

Second re-audit contract for FY 2017 and the background of an external
examination contract

* Subject matters of examination
False sales through overseas subsidiaries
Forgery of credit & debt reports
False sales of masks through PLK Intemational
False purchases of machines through Hinity

-~

HC
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2. Collection of Evidence and Data Analysis

Collection of evidence and data analysis were conducted according to the following procedure:

oG

1 mrr

[}
Q

*Detailed statement of evidence collection and data analysis - Attachment 1.
Refer to detailed processes of evidence collection & data analysis
3. Aggregation of Examination Results & Preparation of A Report

The examiner prepared this report based on the findings from prior examination, collection and
analysis of digital evidence, and interviews with the people concerned were not carried out due
to the environmental limits of the examination.

4/"
g(g_,
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Ill. Results of Examination

1. Breach of Trust, Embezzlement, and Appropriation of Funds by the Management
through Establishment & Operation of A Borrowed-name Company

(1) Hinity Co., Ltd.

As of June 2013, Jongman Park was the shareholder with 100 % ownership and
president of Hinity Co., Ltd. (hereinafter referred to as "Hinity"), and it is believed to be a
borrowed-name company established by Jongchul Park and Jongman Park in order to
embezzle and appropriate the corporate funds. Even if Hinity was established as a
distributor and re-seller of imported jelly products, the size of the distribution business
was very limited, and this company (a) intervened in the purchase transactions of raw_
materials and others of the company or intervened in the product sales transactions to
fraudulently take intermediate markup, (b) a lot of corporate funds loaned to Hinity were
appropriated by Jongchul Park and Jongman Park, and (c) Hinity was used in the trading
of stocks of the company in a borrowed-name. In May 2016, Jongman Park transferred
90% of his share in Hinity to Byeonghwan Kim, but Hinity did a lot of translations with the
company and Jongchul Park and Jongman Park used the funds of Hinity at their own

disposal even after this transfer.

Key people concerned with Hinity

Job Position Remarks

Former President, Company

Name

Jongchul Park Presumed to be the actual owner of Hinity

Former VP, Company
President, Hinity

Jongchul Park's younger brother; presumed to

Jongman Park be the actual owner of Hinity

Former Sr. Exec. Director, FT
Wallcoverings; Current
President, PureTech

Jongman Park's high school alumnus'”; virtual

Kiman Moon general manager of Hinity

Former President, Hinity

(Following Jongman Park) | man Moon's wife

Jaegeum Cho

Jaemin Park

Not Employee of the Company

Jongman Park's son

Jaehyung Park

Not Employee of the Company

Jongman Park's son

Kyungchul Kim

Purchasing Staff

Jongchul Park's friend's son®

Jiwook Jeon

Nano Biz Division, Company

Staff in charge of purchasing, etc. at Hinity

Mina Yoon

Accounting Team, Company

Staff in charge of accounting at Hinity

Youngjoon Lee

President, Abos Co., Ltd. (?7)

President of Abos Co., Ltd., a buying client of
Hinity; Kiman Moon's high school alumnus‘;
Abos changed its trade name to PureTech Co.,
Ltd. whose president is Kiman Moon

(1) Jongman Park, Kiman Moon, and Youngjoon Lee are alumni of Hwanil High School (26th Graduates),

Seoul.

(2) Found during the communication with the re-auditor.
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Description of
Contents Evidence Source Date
- Address is same as the compan
: (?[, Corporation Register Work PC / 2017-10-12/
- Jongman Park, Seongyun Jang'’, Jaegeum of Hinit J K Kim's PG 2018-03-19
Cho™ are registered board directors y HRERREE
- Jaehyeong Park and Jaemin Park (Jongman | Board Directors Roster
Park's sons) are shareholders of Hinity Work FG SELER
- Jiwook Jeon, staff of the company, is in ; i e ; .
charge of the business of Hinity, reporting to J";ﬁg:‘n:::”E;:;;:ty K”“::qg’:;"" S | 2017-09-20
Kiman Moon, an officer of FT Wallcoverings
) There e 290+ HinTFpisiness re_lated‘ Mina Yoon's Hinity Mina Yoon's 2015-07-13/
emails saved in the corporate email of Mina ; ; ;
Business Emails emails 2019-01-23
Yoon, staff of the company
- Jongchul Park and Jongman Park deposited | Account Statement of Hyeon Jang's
: . - . 2018-04-05
and withdrew Hinity funds regularly Hinity emails

(1) Jongchul Park’s nephew
(2) Kiman Moon's wife

Key evidence showing that Hinity is a borrowed-name company owned by Jongchul Park and Jongman Park

HINITY. INC

Product

Customers lewssHotice

comoany (21 (FVEFRG®

The “Products” page of the old website of Hinity shows only fruit jellies.
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Board Directors Roster of Hinity
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Shareholder Roster
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Shareholder: Byeonghwan Kim (610204-1084019)
Address: 467 Poeun-daerc {Pungdeokcheon-dong, Purgio World Mark #102-
704, Suji-gu. Yongin, Gyeonggi-do
' # of Shares: 180,000
Par Value: KRW500
Amcunt: KRWS0,000,000

2016/05/31
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Jongman Park <jm park@fene.com>, Kiman Moon <km moon@ftene com> Jongman Park <jm.park@ftene.com>, Kiman Moon <km moon@ftene com>

weekly busingss report a i
HE U O TS TT wr s e b a4 1 report on the promotion
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Hinity Inc #
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Hinity Inc
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weekly business report.xlsx L iy BigMarket promotion_2016/04/01,02,03.docx .
Gars | BDup~ Baws i

Emails sent by Jiwook Jeon to Jongman Park and Kiman Moon,

reporting on weekly business and promotion activities of Hinity
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& f‘l;?!‘.zwmy’f: Kiman Moon <km.moon@ftens.com> §%§| Jongman Park <jm.park@ftene.com>, Kiman Moon <km.monri1@ftene.com>
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| . Purjel_Special Agreement.docx
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| . Purje!l_Specific Purchase Contract.doc

| Koremo Goods Supply Contract docx | i i

D PRl @y ~§ 2| Purjel_Sales & Intermediate Logistics Management Contract.docx
iR [ A A S | %

Emails sent by Jiwook Jeon to Jongman Park and Kiman Moon,
reguesting review of the Interpark/Koremo agreement of Hinity

1. Byeonghwan Kim was the Production Division Director of Laizio Chemical Co., Ltd. of which Jongchul Park
used to be the president. Considering that no funds other than salary have been paid to Byeonghwan Kim,
based on the analysis of the accounting ledger and account statements of Hinity, it seems that Byeonghwan
Kim is just a nominal largest shareholder and is not functioning as the actual owner of the company.

B
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Part of Jongchul Park’s and Jongman Park’s deposit/withdrawal statements on the accounting ledger of Hinity

A. Suspicion that Hinity was involved in the transactions of the company to fraudulently
take intermediate markup

; Purchase of Micro Sales of Micro
Screen Meshes / Screen Meshes /
; \ Down Jackets / ; Down Jackets /
: External ; Jellies b o~ Jellies S Company /
; Sellers : Hinity N FT Wallcoverings
i Purchase Price Sales Price s
i - (Market Price) - : (Market Price - )
{

—{ Buying Masks | Selling Masks
Company @ L — External
B Hinity TS Buyers
Purchase Price Sales Price
(Market Price - a) {Market Price)

Cases of Hinity Qetting involved in the purchase processes of the company and its subsidiary,
FT Wallcoverings, to frauduléhtly take intermediate markup have been identified by the identified
records of the sales of (A-1) mircro screen meshes, (A-2) down jackets, (A-3) jellies, and (A-4)
masks, and the above diégram is the general flow chart thereof.

A-1. Purchase of micro screen meshes (raw material) through Hinity

It has been identified that Hinity got involved in the purchase of micro screen meshes, one of
the key raw materials of the company, and fraudulently took intermediate markup equivalent

to KRW0.23 billion (purchase of KRW1.03 from the raw material supplier, followed by sale of
KRW1.25 to the company).
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(Unit: KRW, VAT not included)

Classification 2016 2017 Total
Purchase Cost of Hinity (A) 261,687,800 744,022 957 1.025,910,797
Sales of Hinity (B) 423.988,000 827,798,660 1,251,786,690
Intermediate Markup (B-A) 142,100,200 83,775,683 225,875,893

Transactions of micro screen meshes by Hinity

Based on the fact that "Jiwook Jeon”, an employee in charge of Hinity business, forwarded
an email concerning the purchase of raw materials of Hinity to “Kyeongcheol Kim"?, a staff in
charge of purchasing, it is identified that Kyeongcheol Kim committed occupational breach of
trust by purchasing raw materials at higher prices while being aware of the purchasing prices
for raw materials of Hinity, and, when considering that Kyeongcheol Kim is a friend of
Jongchul Park’s son, it is presumed that there must be Jongchul Park and Jongman Park

behind Kyeongcheol Kim’s acts as such.
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An email forwarded by Jiwook Jeon to Kyeongcheol Kim, a staff in charge of purchasing,
which provides product information (including a purchasing cost)

2. From Kyeongcheol Kim's PC, order sheets, purchase confirmations, and expense reports for micro screen
meshes that had been purchased through Hinity for the period from May 2017 to August 2017, totaling to

more than 100, were found.
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The purchase of micro screen meshes through Hinity continued until October 2017 and, from
November 2017 on, they started purchasing through “PureTech Co., Ltd. (former Abos)” of
which the president is Kiman Moon who resigned from the company. A close review of the
documents created at the time of the change of the supplier revealed that Kiman Moon
forwarded the purchasing process of Hinity‘for micro screen meshes to Youngjoon Lee®,
president of Abos Co., Ltd. at the time, in September 2017, which leads to a presumption
that the fraudulent intermediate markup taking method of Hinity was transplanted into
PureTech Co., Ltd., and it is confirmed that an additional transaction amounting to more than

KRWO.2 billion was implemented through PureTech from November 2017 through March
2018. ‘

Also, based on the fact that Kiman Moon resigned from FT Wallcoverings in August 2018
and became the president of PureTech in October 2018, it is likely that Abos (current
PureTech) is another borrowed-name company owned by Jongchul Park and Jongman Park,
which has been used for the purpose of pocketing the profits of the company, or Kiman
Moon'’s business.
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Youngjoon Lee is included in the guest book of Kiman Moon's funeral,
which shows that he was an alumnus of the 26" graduates.

(Evidence to be continued on next page)

3. An email (Subject: “This is the funeral revenue”, created on March 6, 2016) found from Kiman Moon's
email account and another email (Subject: RE: Phone numbers of Class 3-7, 2016/08/03) confirm.that
Jongman Park, Kiman Moon, and Youngjoon Lee are high school alumni (Hwanil High Scho‘ol,‘ZBm

graduates).
HC
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Email communication between Youngjoon Lee and Kiman Moon confirms that
Jongman Park and Kiman Moon are Hwanil High School alumni {Class 3-7, 26th graduates).
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An email forwarded by Kiman Moon to Youngjoon Lee, dated September 2017,
which forwarded the business process of Hinity

(Evidence to be continued on next page)
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PureTech Co., LId.
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Corporation Register of PureTech showing that the president
was changed to Kiman Moon in October 2018

223

A-2. Purchase of down jackets through Hinity

It has been identified that Hinity fraudulently took intermediate markup equivalent to
KRWO0.15 billion by purchasing down jackets for KRW0.26 billion for employees and officers
and for selling to clients through an external client (Chamonix Korea) and selling them for

KRWO0.42 billion to the company and FT Wallcoverings.

Classification 2013 | 2014 | 2016 | Total
Purchase Cost of Hinity (A) 35.000,000 50,000000 178502000 283502000
Sales of Hinity (B) | W00M0 15000000 ETA2B0 41744280
Intermediate Markup (B-A) 45,000,000 100,000,000 8040840 153,040,840
Transactions of down jackets by Hinity -
Translated by Eugene Kim, Certified Translator, ATIO Certificate #2684, Ontario, Canada 19,;38 /6(/
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Email records confirmed that Kiman Moon personally carried out the process of purchasing
with the staff in charge of the selling client (Hyeonseok Kang, Chamonix Korea), which
proves that Hinity got involved in order to collect toll fraudulently without any additional steps.
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Down jackets related email communication between Hyeonseok Kang of Chamonix Korea and Kiman Moon

A-3. Purchase of jellies through Hinity

The analysis of the accounting ledger of Hinity confirmed that the company and FT
Wallcoverings purchased imported jellies equivalent to approximately KRWO0.14 billion from
Hinity for the period from September 2015 to January 2018. The purpose of the purchase of
jellies by the company and FT Wallcoverings, as shown in the accounting ledger of the
company and the email records of the employees and officers of FT Wallcoverings, was
giving the jellies to the employees and officers and their clients as gifts, but no record has
been found showing the purpose of the purchase, except for the purchases by the company
for a sum of approximately KRW14 million and the purchases by FT Wallcoverings for a sum
of approximately KRW24 million.

Therefore, there is a possibility that the purpose of the transactions of imported jellies with
Hinity was to fraudulently take intermediate markup just like the transactions of micro screen
meshes and down jackets, and a possibility that the company and FT Wallcoverings tried to
“undertake the stock” for funding Hinity cannot be excepted, which must have led to
embezzlement by Jongchul Park and Jongman Park.

ﬂ;
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Purchase Order for jellies (unit price equivalent to KRW18,000)
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Email communication between Jiwook Jeon and Mina Yoon, employees of the company,
sending/receiving the receipts & payments book for jellies

(Evidence to be continued on next page)
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Part of the receipts & payments book for jellies (6-pack JAR model):
it has been identified that the selling price was KRW36,000 and KRW27,000 for the company and
FT Wallcoverings respectively while the buying price of Hinity was KRW18,000
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Recelpts & payments book for jellies (100-pack BULK model):
Leftover stock of jellies of Hinity was sold in large quantities on 2016/03/23 and 2016/05/09
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1. Purpose

i a. Promotion of “Irum” and Belluce”, new products of 2016
1 b. Enhancement of the external image of FT Wallcoverings
through direct promotion activities towards interior retailers
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Round robin that describes the purchase amount and uses of jellies by FT Wallcoverings
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Statement of the purchase of jellies by the company (Uses are described in the remarks column)
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A-4.Suspicion that Hinity was involved in the transactions of the company to
frauduiently take mtermedlate markup

{ Purchasing
i Ptk Selling masks
| —— g
Company D = Hinity e External Buyer
Purchase Price Sales Price
(Market Price - a) {Market Price)

As a case of Hinity getting involved in the sales transactions of the company to fraudulently
take intermediate markup, a case of “sales transaction of Techno Web Mask”, a nano
business related product of the company, was identified, and the above diagram is the flow
chart thereof.

It has been identified that Hinity fraudulently took intermediate markup equivalent to KRWO.1
billion by purchasing masks for KRWO0.25 billion from the company in 2015" and selling them
for KRWO0.35 billion to external clients from 2015 to 2018. It is understood that Hinity
purchased the masks of the company at a price lower than the market price and, when
selling them, delivered from the stock of the company in part and that of Hinity in part to the
same buyers. When considering that the records of substantial sales activities of Hinity to
sell products are not found, it is believed that the company involved Hinity in the transactions
of the company to share the profits of the company with Hinity while the company could
make higher sales profit by suppiymg the entire volume directly to the same buyers.
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201540 2015-03-19 &8 50,000,000 - (F)TEi0jYe Lhe OFAT 100,000 X 500 ‘
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Statement of purchases of masks as indicated | in the accounting ledger of Hinity (Buying price: KR\NSOG

HZgH - ABaRg ¥ Xy - i HexE ¥ ¥Q |
(20139 0150312 ¥EmEF T 20000000 bl# 2% U=GiAR 20000%1000 |
(20154 2015.03-19 AE®E . 12000000 BI%3 BEY b ORAE 12,000 X 1,000 |
20158 2015.04-02 HEWE : 500,000 n:ns»u g2y thz OF23 500 X 1,000 ,
120154 205-04-15 SFERFE - B000C00 FOIFH L OFA S 10.000 X 800
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Part of the statement of sales of masks as indicated in the accounting ledger of Hinity
(Selling price: B2B Global KRW1,000/Kumica (?7) KRWB800)
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Part of the statement of szles of masks as indicated in the accounting ledger of the company
(Selling price: B2B Glohal KRW1,000/Kumica (??) KRW700)

1. Hinity did not pay the company for the masks in cash but offset the payments by accounts receivable, elc.
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B. Suspicion that the corporate funds loaned to Hinity were appropriated by Jongchul
Park and Jongman Park

Borrowing Funds

Company/
FT Wallcoverings

Leaning Funds o

O —y

'15 - KRW7.2 billion

- Jongchul Park/
Hinity '15 . KRW6.3 billion Jongman Park

'16 - KRW3.5 billion
'17 - 3.9 billion

TTL: KRW14.6 billion

'16 - KRW1.5 billion
“| 17 - KRW2.7 billion
TTL: KRW10.5 billion

Itis understood that Hinity borrowed KRW14.6 billion from the company and FT Wallcoverings
and loaned KRW10.5 billion to Jongchul Park and Jongman Park from 2015 to 2017. It has been
identified that a considerable part of the loans by Hinity was loaned to Jongchul Park and
Jongman Park, which can be interpreted that Jongchul Park and Jongman Park, who were not
able to solve the problem of a large amount of taxes in arrears and struggling with stuck fund
flow, appropriated the funds of the company indirectly through Hinity.
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(Statement for April 2016 - August 2016, partially omitted)
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Statement of borrowing by the company/FT Wallcoverings & loaning to Jongchul Park/Jongman Park

as indicated in the accounting ledger of Hinity
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Litigation document #1 related to Jongchul Park's tax arrears, found in the PC of an employee
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C. Stock trading in a borrowed name through Hinity

The analysis of the accounting ledger of Hinity for the period from 2014 to 2017 identifies
more than 400 occasions of stock trading. Even if stock types are not written in the
accounting slips, that the number of stocks and stock prices indicated correspond to the
stock price of the company at the time leads to a judgment that the entire volume of stocks
traded were those of the company.

) (Unit: KRW)
Amount** # of Transactions
Account* e s e T I B
.~ PBwing  Seling  gngorz017  BuYing Selling
xXSecuritie§ 1,060,168.1?7 1,060,168.177 - o 1 } 1
Mirae Asset
210-22-9768580 1,534,7§9,639 1,534,769,639 - 39 6
Securities-42901 190,000,000  1%0,000000 - 1 1
KB Securities _ _1,439,_591,855 1,373,992,830 65,599,025‘ ' 325 13
KB Securities c
250777014 104610935 10700930 - agzmecper w3
Total 5,73879,140,206 4,295,940,_206 1.0,93.‘2_>Q0,00§ » 3§Q 2_(4

**Clients” as shown in th'é‘avécounting ledger.
** Selling amounts are based on the buying cost, and profit margin and exclusions have not been reflected.

Statement of the stock trading of Hinity (2014-2017)'

This was trading in a borrowed name by Jongchul Park and Jongman Park, large shareholders of
the company, which is believed to violate Article 188 of the Securities and Exchange Act, which
concerns the prevention of internal trading, Article 200-2 of the same act, which mandates reporting
for the provision of documents for determination of the transferability of management rights and
investments, and Article 3 of the Act on Real Name Financial Transactions and Confidentiality that
prohibits stock trading in borrowed names.

1. Based on the trading securities and available-for-sale securities accounts in the accdunting ledgers of
Hinity for 2014 to 2017, submitted by the company - there is a possibility that there was additional stock
trading besides the above statement due to the incompleteness of the records in the accounting ledgers of
Hinity. _ ~
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YELN  UNBREY r kil . T NEEE . L) .
014.07-2¢ OB H 150.600000 - Bd.am H4£.100000415¢0
40730 SERHY ) . IDIOC.000 & X 42901 3% 1000005
140730 DYXGSEMmE L 15847400 8 X490 AZ A0 42
2P1312-31 EDIHG BB L 15 647 400 - - 2Ex Yo W
216-08-33 NEHRBA 2765 430 N ZE2-F) 4197046 600
W62 RETHeEH 13450410 - AGnESR 1581 P win610
IN608-23  HUENEEH 13280000 - OISR 2000936839
216-08-23 MWL hER 13.2800%¢ - Holw R R 200036 649
200E-08-22  HEIHeEP £65000 . MOt WOFHE650
106-08.23  SEHgHH 12,320 008 - Hoidgd 20807 146,653
2016-08-23  HUEIAER 2043350 - Hojp g R 4357md 7Y
2016-08.23 OEMNRE 2.666 83¢ . HonaR 5558rd 720
2716.08-20  GIE SR 9,550 000 - HUimeh 10055 19 850
2016.08.04  GISIHEBH 5163990 . RO g DISTi26 220
INE0M REMRG §£3% 250 Helg o AI5RNG250
2016-08-26  S{E s BER §81085¢C - MekER 105875 2625
916-03-34 REMNETH 6275370 . HejeER 1OIF 067105 AE
PG 08 NEMEHR t.349050 - AP R 10119424.280
2NE08-38 CENRER €2950L . Holmig A WP E6230
2016-08-24 UENRER 5670000 - MOZERN A6F-i26 300
2018-08-24  DETHER £43000 - HudiSn 1005 4,330
260034 CREMHESH 1544000 HojIGRA NCF P65
2016-08-24  WSNHBER 25950 Ho QR 28306 390
2016-08-34  NEnRESA 1524930 - g p 296 416500
JNB Y4 CHEHEEH 851900 Holz g A 1RG0 513
20160804 HEMSSH £.520000 - Moy 10016520
INECBE HENRBA £53000C - MOLF 10305 V16533
2018-08-i4 USRI EH 3328000 - MO SH P8 68
50802 NEDEFH 1012370 - MOiBgR 1525 w6560
OG04 HENBEH 26658 . D5 AR 8670
216408-28  HEMp SR 9.854 51¢ - qolw g - LATER 6 690
016-08-24  HUEMMER .0 - AepgR 2A1F 0670
p48- 4 RENBTE 2508248 - HOlEB R RIFEHGTW
2016-08-24  HEMRER 4032000 - Hoa Y MORET20

(Statement for August 2016 — September 2017, partially omitted)

@R L NPARY . HE - ag - ey - M8 o
W15.00-38  MUEINSSH 275870 - BiOIM10-72.6765892 QIR 90
X746 HENBER $7487220 HOINIQ M 253258 W&
71096 MENsEANZ2Y 10.913.556 - MOWS H MIMF WEA Y
0170314 METEHN . 176,204,000 T 50210-22-5TEKER) 0COT HE

Mt HEIMmBANped 43075595 - SLo14210-22-978558) JICCOF SIS
X17-13-30 HEMBRGH 8.29C - MOlIG RS2-1T-214 20T 14
W0 WL imGd 4,153 200 - MUNIZARL-TT7-21 YWOFicd 150
0100 HEHGEN 8,27000C MLMIHRSL 17700 T8
L1300 HENRBH 416500 - MUMIS H250-177-004 10004 160
171020 RENGOV 4305500 S OB R22 1T 10T EL168
W21030 NEeEBY $17,00¢ - AU@ HILTT214 100F14,270
1741030 HEMREN 2.087.5¢¢ - HOjU|F R252.777-218 5LFDATS
WIF3-30 MEImBH 1.354.000 - MU R0 TI7-214 3007 4,080
11030 HETHS D¢ 1.674,00¢ . MOHID A252.777-210 AXD0E W8S
HA-40 BRI MY 4,194 000 - MUMBEI2-71-210 HOCP 4198
21711300 WEIMRP 2500 < WUMIG NS ITI AN 1DF 400
171030 HEIHe B A 11080816 - TIRI/0)10 22-076558) JHIETRoM 183 RIZI0 4
20171130 HENEHY : - LTSS NOUIR §262-777- 14 9310 NHOIY
AN7-10.30 HESHFAMBOY Codesss HMiB 2777214 a3I0R 3 xoix
217-14-30 UKW EN : maRsl ‘-_}'-lcwlsazsz-m‘m I P 278
W10 HEVinEH 3,842 282 - MUYIE R 012 1O 0208
2170200 EEMMRSN 1260068 47 - 03 200,000 HIoIY
HBI1710.010 REHmEN . TLEA18S 0)7 BENIN0-22.9/5858) 2200007 RIAIY
2017-12-08 HEtAN . D065 MUBIGHINDIT7-200  34IFHIT8S BUISHRTY
20179221 MEIHeER 150,034 547 - DiAOIA210- 226765580 SAISHTE275S
201712.26  HENMSHR . N RLOY MO T HIK2.TT7-214 11548561755 WK
N2 UHE TN M0IY 17958290 MAUMIFH2A- 17720 N34T TS DS
151236 HENImBY . A9 DAOPA0-22-9765550 68837H AL
M17-12.8 HENBAMNIY . 27 2335631 DIEIOLXN.7P HI68580 63317F HE
17.12-28  EECIREN . COENIBATY 03FA 200009 MUK
X17-1).78  FESBBI 1,293, 30000 - HMOEIZANI.II7.214 X0 U0OR 5468
20171228 HEIOMSBHMBOIY . JLD31603 o0 A 200,000 135 165

Part of the statement of stock trading by the company as shown in the accounting ledger of Hinity
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(2) CAPK Filtration Inc.

Name Position Remarks

Jongchul Park Former President, Company | Currently staying in Canada; presumed to be the actual owner of CAPK

Jongchul Park's acquaintance who helped Jongchul Park with things in
Gwangsik Choi Former President, CAPK Canada when he came to Canada; functioning as a local broker for
Korean business people in Canada

Seongyun Jang Employee, Company Jongchul Park's nephew; involved in forging a credit & debt report
Yoonjoon Park Employee, Canada Inc. Jongchul Park's son-in-law; handling CAPK business
Geunhyeong Park Employee, Canada Inc. Jongchul Park's nephew
Paul Kim Employee, Canada Inc. Korean name: Eden Kim

Key people concerned with CAPK

Jongchul Park established 8288364 Canada Inc. (Currently FT EnE Canada Inc. - Jongchul Park
was a shareholder with 100% ownership at the time of establishment) and 8296138 Canada Inc.
(Currently CAPK Filtration Inc. - Gwangsik Choi was a shareholder with 100% ownership at the time
of establishment; hereinafter referred to as "CAPK") in September 2012 with the help of Gwangsik
Choi, a local broker, for the purpose of selling nano fibre products in North America. In December
2013, the names of both companies were changed to the current ones, and the company
incorporated 8288364 Canada Inc. (hereinafter referred to as "Canada Inc.") as a subsidiary of the
company by acquiring Jongchul Park's ownership share of Canada Inc.

CAPK may not appear to be related to Jongchul Park after its establishment (a shareholder with 100%
ownership: Gwangsik Choi — Jongcheol Song), but it is presumed to be a borrowed-name company
owned by Jongchul Park when considering that Geunhyeong Park and Paul Kim, employees of
Canada Inc., were registered directors as of June 2014, and that Yoonjoon Park, who is Jongchul
Park's son-in-law and an employee of Canada Inc., worked as the actual general manager of CAPK
from 2015 through 2018, creating documents in the name of CAPK and sending and receiving

emails concerning the business of CAPK, the evidence of which has been found.

Date of Name at Corp. Name Shareholder
Company ) Remarks
Est. Time of Est. Change (100% Ownership)
' » Gwangsik Choi is Jongchul Park’s
; . . acquaintance
h —
cAPK | 20120013 | 8296138 1 o430 | GWANGSi Chai « Geunhyeong Park and Paul Kim,
Canada Inc. Jongcheol Song
employees of Canada Inc., are
registered directors of CAPK
« [t was Gwangsik Choi who established
Calnada 2012/09/04 Cezegs?s 20131213 J°"QC°"”' Park Canada Inc. and handled the procedure
ne. anada Inc. ompany for the transfer of shares in Dec. 2013

CAPK and Canada Inc. Related Facts o , :
1 29/38 lf (

Translated by Eugene Kim, Certified Translator, ATIO Certificate #2684, Ontario, Canadu




234

Certified Translation from Korean into English

Also, CAPK was used for the false sales transactions of the company, and it is strongly suspected
that CAPK was involved in the transactions with Canada Inc. to fraudulently take intermediate
markup as a means of embezzlement by Jongchul Park, the actual owner, but evidence that can
confirm the embezzlement as such has not been identified because Yoonjoon Park, Jongchul Park's
son-in-law and a key staff handlmg CAPK related business, and Jongchul Park, the president,
refused to submit their PC's'
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Certificate of Incorporation at the time of the establishment of Canada Inc. in Sep. 2012

(Evidence to be continued on next page)

1. The PC submitted by Jongchul Park had little trace of use. The PC submitted by Yoonjoon Park was
identified as someone else's PC, and Yoonjocon Park refused to re-submit his PC when requested.
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Certificate of Incorporation after the change of the corporate name of Canada Inc. in Dec. 2013
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Certificate of Incorporation at the time of the establishment of CAPK in Sep. 2012
(Gwangsik Choi was a shareholder with 100% ownership)
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Certificate of Incorporation after the change of the corporate name of CAPK
(Geunhyeong Park and Paul Kim were registered directors)
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Organization Chart of Canada Inc. (As of May 2015)
{Inctuding Geunhyeong Park and Paul Kim, board members)

Transluted by Eugene Kim, Certified Translator, ATIO Certificate #2684, Onario, Canada

(Evidence to be co

ntinued on next page)

32738



Certified Translation from Korean into English

237

Froae Charie maitn ] "
Pt Tuwidiar, ucmu o3, 5013 i0 n AM
{T0r panneed

Ceer Butetazs,

Pleusa find CAFK PO 5001667 tor 7 1 40 conteindrs of PR2072E0. Pluate surd tha GC witin 42 Nours.

pos THTACERE

L% SAPY PO RIONOT-Y . pdt

Aent regards ac l
AR 1 10 Ben Puchatiog I Prepared by: Yoon Park
‘ =1
8 we srdeancnvoonen gar] = -
L0 l
YE YR X030} LM 1(ate s
ST PR X43-039) RE 31008
SeHE 1Y b
CAm e )
;mem cann: @wmﬂ‘:muam
buh]mt- i 45301602 % ; LI
mewiog'e-~ SN
S
Hellc: rrity, wrna i "
fomntshabinin B CAPCPD LAMOLLDZ gt S—
B e -wu i
Penre e stICRed PR AKTDIEH2 et ; pok
B l Prepared by: Yoon Park [ I
. r—w" o st ¥ LR,
Thens you me.,' eA Y i Ll
. {’M." el
LAP\ £ RGO . ’ P2 we LIPTES) a ; e
U8 Lefcan w:-iscmmgg):u (= - - i
. v i o -
- I
L ¥ N15-03-038 25T
2P WP 2015-03-08 £ 752:36 ‘
. diresawm
&8 SEIM Oae 1 i
L} 14 de000

it was Yoonjoon Park who prepared the purchase orders (PO) sent by CAPK to the company, which confirms
that it was Yoonjoon Park who actually handled the business of CAPK.
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The statement of Canada Inc., sent by Yoonjoon Park sent to the company, was prepared by CAPK,

which confirms that Yoonjoon Park was using a CAPK account.

20 TaNIaAY fF
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A request for invoices issued by CAPK was sent to Yoonjoon Park's private email, -

which confirms that Yoonjoon Park was handling the business of CAPK.
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A. Alleged manipulation of sales & profits and embezziement through CAPK
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As shown in the above flow chart, it is understood that, when selling products to the clients in North

America, the company manufactures them at the factory in Philippines and sell them to CAPK'", a

borrowed-name company owned by Jongchul Park, and Canada Inc. purchases them® and sell

them to external clients®™.

Sales
vear Company — CAPK (1) CAPK — Canada Inc. (2) | Company — Canada Inc. (4)
2012 KRW?3.9 billion Unknwon
2013 KRWS4.3 billion Unknwon KRWH1.6 billion
2014 KRW41.7 billion KRW2.2 billion KRWO.4 billion
2015 KRW3.7 billion Unknwon -
2016 KRWO0.4 billion Unknwon -
Total KRW14 billion Unknwon KRW?2 billion
Bad Debt Disposal KRWS.9 billion Unknwon KRW1.4 billion

Sales between companies, confirmed through secured data

A-1. Overstatement of sales (profits)

It is likely that the company involved CAPK in the transaction process between consolidatable

corporations to overstate the sales and profits of the company.

As the CAPK sales of the company‘", which can be verified in the accounting documents, is KRW14
billion for the period from 2012 to 2016 as shown in the above table, which would not have been

Translared by Eugene Kim. Certified Translator. ATIO Certificate #2684, Ontario, Canada
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generated without CAPK's involvement, it is likely that the consolidated sales was overstated by up
to KRW14 billion.

A-2. Manipulation of profits and embezzlement of corporate funds

It is likely that the company manipulated the corporate profits or defrauded funds of the compahy by
involving CAPK n the transaction process between consolidatable corporations to adjust the
purchase prices and selling prices of CAPK.

Since the sales of the company towards CAPK" for 2014, which is verified in the accounting
documents, is KRW1.7 billion while the sales of CAPK towards Canada Inc.? is KRW2.2 billion
(USD2.1 million), which is verified by the documents secured through digital forensic', it is
presumed that the consolidated profits of the company was understated by KRWO.5 billion and, if
the sales funds were paid by the company to Canada Inc. via CAPK, a sum of KRWO.5 billion must
have been leaked through CAPK. For the other periods than 2014, which have not been covered in
this examination, there is a possibility that the sales of the company towards CAPK” was stated
larger than the sales of CAPK towards Canada Inc.? in order to overstate the consolidated profits of
the company.
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Sales of Canada Inc. towards CAPK for 2014

1. "Transaction Statement for the Sales of CAPK towards FTC" that were handed over by Dongwon Park,
Treasury Team Leader of the company at the time, to Sangsco Hong, a tax accountant and the tax
representative of the company in Oct. 2016 - transaction statements for the other periods than 2014 hg\re
not been found. ‘ o

;.
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A-3. Bad debt disposal and false sales & embezzlement

Considering that the company failed to collect about 42% of the amount of the sales, KRW14 billion,
towards CAPK for the period from 2012 to 2016 by disposing of the sum as bad debt, and that the
credit & debt report towards CAPK was forged by Yoonjoon Park, it is likely that the sales towards
CAPK includes a considerable amount of false sales (fictitious sales without movement of goods).
Also, as it is likely that the company actually sold products to CAPK, disposed of the payment for
the sales'” as bad debt, and pocketed the funds that CAPK received for the products sold to
external buyers®, a possibility that some real sales might be included in the sum of KRWS5.9 billion
disposed of as bad debt by the company cannot be excluded. If this is the caée, additional
examination regarding the real existence of sales transactions is needed as there is a likelihood of
embezzlement.

Also, considering that, out of the sales of KRW2 billion by the company towards Canada Inc.* for
the period from December 2013 to May 2014, 70% or KRW1.4 billion was disposed of as bad debt,
it is likely that a considerable amount of false sales was included in the sales of KRW2 billion for the
purpose of overstating the sales and profits based on the separate financial statements of the
parent company, as described above in detail, or there is a possibility that the company actually sold
products to Canada Inc., shipped them to the factory in Canada, pocketed and sold them to external
buyers, and embezzled the payments.

Vowm -] BRI Y i [T T | Sreditor L i

201328 “Q#S‘M’U 8288364 carana inc. '2 gmea\n‘ 1] 1.597,398.379 3!53!9 UsD 1, 5‘3399895)(1052 ‘¢ :
030 ’Hwaﬂ.m {8286364 carada inc. .szwugwn o] 437 |MBue v 3m3asx09L ;
25040214 [HETDFAFT T FTEnEcensdawe. S HUIRSIT o] 96,157,342 | A8 24 USD 90,382 50%1063 90 §
214 14 inawgurm_ CFTEnE carpdame. .wq.a«_n_ o 208091220 | MBOE USD 2005698621037 £ §
2040524 HBASAFT  'FT EnE canada inc. EYWSEFD 0 92473461 |ABAS USC 91,173 83102520 N

Sales of the company towards Canada Inc.

B. Limits in the collection of evidence

A considerable Ievei of misconduct is suspected when looking at the purpose of the establishment of
CAPK, sales methods, and unuéual circumstances some of which have been identified, but there
have been limits in securing evidence of additional misconduct because the company did not submit
the accounting documents ahd other materials of CAPK and Canada Inc. to the examiner and the
PC's of Yoonjoon Park, a key staff of CAPK, and Jongchul Park, actual owner of CAPK could not be
secured.

e
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C. PLK
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Flow chart of the false sales transactions among PLK, the company, and Hinity~

“ It was identified that the sales of masks and machines (1 .9,10,11) shown in the above diagram are all false
transactions through the documents found in the PC of a member of the accounting team of the company and
an interview with the accounting team leader The time and amounts for the series of events (1-12) were
confirmed through the accounting ledgers of the company and Hinity.

The company stated false sales as if they sold masks amounting to KRW1.7 billion to PLK
International Co., Ltd. (hereinafter referred to as "PLK")", which is owned by Yigeun Park, former
executive director of FTENE, in order to make the operating profit for 2016 be in the black. When
facing a problem due to the delayed collection of the payment during the auditing process in the first
half of 2017, they fabricated additional false sales®'®™ in order to create funds for PLK by using
Hinity. In doing so, the company fabricated a transaction as if they purchased machines, which they
manufactured and planned to bring into their factory in South Korea from the factory in Philippines,
from Hinity ™ and paid Hinity a corporate fund of KRW2.4 billion illegitimately®®'?.
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2. Forgery of Documents and Manipulation of Files Due to Overstatement of Sales

Forgery and manipulation of documents due to overstatement of sales has been confirmed by
“forgery of credit and debt reports" and "manipulation of the raw material receipts & payments
book and the production journal”. Jongchul Park and six other people concerned as follows
shared the forged or manipulated documents and others with each other mostly through
personal email accounts.

It is presumed that Seonggyun Kim, CFO at the time, and Seongyun Jang, Jongchul Park's
nephew, managed and directed the forgery and manipulation activities, and it is very likely that
Jongchul Park and Jongman Park gave directions for such activities, considering that
Jongchul Park and Jongman Park received reports on the processes and manipulated
documents on an ongoing basis. In some cases, they even took part in such activities actively.
It turned out that Jaehyung Park, Jongman Park's son, in particular, accessed the internal
documents of the company and got involved in such forgery and manipulation activities even
though he was not an employee of the company.

Name ' Role Corporate Email Personal Email
Jongchul Park Received reports -ic.park@fene.com - augustinopark@yahoo.ca
Jongman Park Received reports pak@henacom * perk@ymail.oom
Seonggyun Kim General management - SkykimiBhens.com W&
Seongyun Jang General management -syjangBfena.com - :W-MWE Cogral.com
Yoonjoon Park Client in Canada -yoon.park@fene.com - parkyoorjun@gmal.com
Jaehyung Park Client in Philippines N/A - peumnich@gmalloom

Jinky Client in Philippines -vmoutou@tene.com - moutou@rocketmal.com

People involved in forgery and manipulation of documents and their corporate/personal emails

(A) Forgery of documents - Forgery of credit & debt reports

In the course of accounting audit for four years from FY 2014 to FY 2017, the above
seven people created false emails that were similar to the actual emails of the clients,
wrote in false signatures in the credit & debt reports sent by the auditor, and sent the
replies. Twenty-four false email accounts were found, and it is presumed that twenty-six
credit & debt reports were forged through false signatures. (Refer to tables on p.48 and
p.49.) |

(B) Manipulation of files - Manipulation of the raw material receipts & payments book
and the production journal ’

In about Feb. 2018, Seonggyun Kim, upon the auditor's request for submission of the raw (/
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material receipts & payments book, manipulated the raw material receipts & payments
book and the production journal based on the buying unit prices of Ahlstrom, a buying
client, and shared the manipulated materials with the people concerned before submitting
them to the auditor.

S
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3. Others

249

3-1. Personal Appropriation of Corporate Funds by the Management and Their

Families

In the course of the examination of the breach of trust and embezziement committed by the
management through borrowed-name companies, cases of the appropriation of corporate
funds for personal purposes by the management and their families were found, including a
case where the air tickets for the management and their families, while they were staying
overseas, were booked and processed as corporate costs by the company, and another
case where the expenses for Jongchul Park's home renovation were processed as the
expenses for the repair of the dormitory of a subsidiary company. The amount of the air
tickets related appropriation was approximately KRW18 million for three years while that of
the home renovation related appropriation was KRW12 million, totalling KRW30 million.

(1) Appropriation of the expenses of personal air tickets by the management and their
families

Emails and documents that show the Management & Administration Team staff
including Seongyun Jang, Won Kook, and Soyoung Cho booking air tickets on behalf
of the management and their families were found in Seongyun Jang's emails. It was
identified that the fifteen occasions of air ticket booking done for three years from Sep.
2015 to May 2018 were for the families of Jongchul Park and Jongman Park, not for
the employees of the company, all of which are believed to be purchases of air tickets
for personal purposes. The total amount of verified personal appropriation cases is
KRW18,506,900, but a possibility of additional cases of appropriation related to other
unfound air tickets, accommodation, and other accessorial expenses for overseas stay

cannot be excluded.

Ee e 9% T]98Y o -loeN BE: | : E8 7
2015-00-07 €T (max-mwun v 12127.200 m&-um\ o jg:gnn::: E:i.: :?f: & Ol2%0|
20151008 XY PYUN-HEAKYUNG 1,493,800 M3-AFt3 onochul Park's wif o0
20151104 TS KIM-AINSOON 2315000 ERE-HR ongenu’ Fark's wite EN2E
20151104 BH0)  PARK-SUNMI 2315000 E2E-4F Jongchul Park’s daughter ?gagem
0160212 YTE  KIM-INSOON 2398400 SRZ-HE Jongchul Park’s wife " mdaE
2018-11-10 B3 PYUN-HEAKYUNG 561,000 M@-Ctyel Jongman Park's wife 5 Oia:-_-m
20170022 WQE  PARK-JAEHYUNG 72,100 MF-0bEE} Jongman Park's son B EIN
2010-01-16 YW PARK-JAEHYUNG 996,800 A B-0p et | Jongman Park’s son 3 R0
2018-01-27 WXYS! PARK-JAEMIN 879400 MB-0t 28} Jongman Park’s son & OlRi0]
2018-02-19 U RY .m - JAEHYUNG 1.005.600 A&t} Jongman Park's son 3 :::g:
2018-02-27 WY _;Pm-uzmum ] 963,000 A{£-T}Hua} Jongman Park's son 9
0180308 WY  PARK-JARHYUNG 697,000 ME~OhelE} Jongman Park's son BRETS:
2018-03-20 NP PARK-JAEHYUNG 616,800 A{§-07%42} Jongman Park's son § 020
20180514 TL  KIM-JINSOON BOG.S00 A S-areet Jongchul Park's wife ORuel)
0180314 W QY ;“;‘ ~YEONAN . 805,600 M§-0d2} Jongchul Park's daughter 8 om0l

Estimated amounts of air ticket related personal appropriation (Examiner's organization file) .
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lll. Conclusion

This examination that was initiated by a disclaimer of auditor's opinion on the financial statements
for FY 2017 has been conducted in order to figure out if the company has ever violated the
accounting standards in relation to accounting and others, if there has been any misconduct
committed by board directors in relation to their job performance or grave matters that violate laws
or the Articles of Incorporation, and the relevant facts thereof. Therefore, the examiner focused on
securing evidence by analyzing the email data saved in the PC's and server, centering around
specially-related people, including Jongchul Park, Jongman Park (hereinafter referred to as "the
Management"), and their relatives, and key staff. 4

The examiner has confirmed that the company violated the accounting standards to overstate sales
and profits and, in order to conceal such a violation, intentionally refused to submit supporting
documents or covered up relevant facts. He has also confirmed that not only key staff but the
management took part in violating the accounting standards, finding evidence that such a violation
took place even before FY 2017.

Also, the examiner has secured evidence associated with the fact that board directors committed
misconduct in relation to their job performance and violated laws. The examiner has identified Hinity
Co., Ltd. and CAPK Filtration Inc., which are believed to be borrowed-name companies of the
management, and found circumstantial evidence that the management caused losses with the
company through transactions with the borrowed-name companies, or lent funds to the borrowed-
name companies and misappropriated the funds arbitrarily, which falls under "Occupational
Embezzlement, Occupational Breach of Trust" under the Criminal Act, along with circumstantial
evidence associated with the fact that they violated the Securities and Exchange Act and the Act on
Real Name Financial Transactions and Confidentiality by trading stocks through the borrowed-name
companies.

In addition, the examiner has secured evidence of the private misappropriation of corporate funds
by the management, including purchase of air tickets for their families and interior renovation works
for their homes, loss of corporate assets, and violation of the Foreign Exchange Transactions Act by
the management, which is included in this report.

However, since the examiner has no authority to conduct voluntary or forceful procedures for
securing evidence materials through seizure or raid when collecting evidence, there is a possibility
that those evidence materials had been concealed before being submitted and there is a limitation
that accounting and auditing are reliant on submitted evidence. In particular, because the PC's used
by the employees who left the company were disposed of and some of the incum”bent employees
and officers refused to submit their PC's, it was impossible to collect the PC's that were believed to
contain core evidence. Also, the examiner was not able to interview many of the key people
concerned, including the former management and CFO who had left the company, to secure plé;ear'
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statements from them in relation to the circumstantial evidence and failed to secure core evidence
including bank statements that might show the fund flow associated with occupational
embezzlement and breach of trust.

Matters about which the examiner can make reasonable presumptions or raise doubt, besides
confirmed facts, are mentioned separately in this report. As these are not sufficient as objective
evidence, it is recommended that they be used only upon clear identification of relevant facts
through additional collection of evidence or legal consultation.

-
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