IN THE UNITED STATES BANKRUPTCY COURT

FOR THE DISTRICT OF DELAWARE

In re: )  Chapter 11
_ )
FANSTEEL INC., et al.,! ) - Case No.02-10109( )
) (Jointly Administered)
- Debtors. )

NOTICE OF HEARIN G DATE

PLEASE TAKE NOTICE that on January 15, 2002,‘ the above-captioned Debtors
ﬁled chapter 11 bankruptcy petitions in the United States Bankruptcy Court for the Disﬁct of
" Delaware. The Court has set an emergency hearing onJ anuary 17, 2002 at 16:00 A.M. at
which timé the Court will address the following matters:

1. Motion for Order Directing Joint Administration

2. Motion for Order A;ithorizving Payment of Critical Vendor Claims

3. Mo'tion for Qrder (A) Authorizing Conﬁnueci_ Use of Existing Cash
Managemenf System, Existing Bank Accéunts, and Business Forms and
(B) Waiving Certain Investment and Déposit Requirements under
11 U.S.C. §§ 105, 345(b), 363, 364(a) and 364(b)

4. Motion For Order Authoﬁzing Debtors to Pay (I) Pre-Petition
Commissions, Consulting fees, Employee Wages, Salaries, and

Contributions to 401(K) and Other Employee Benefit Plans, Including

" The Debtors are the following entities: Fansteel Inc., Fansteel Holdings, Inc., Custom Technologies
Corp., Escast, Inc., Wellman Dynamics Corp., Washington Mfg. Co., Phoenix Aerospace Corp.,
American Sintered Technologies, Inc., and Fansteel Schulz Products, Inc.
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Workers Comﬁensation Plans, (II) Reir_nbursement Obligations on
Account of Certain Pre-Petition Business Expenses, and (III) All Costs
and Expenses Incident to the Foregoing Payments and Contributions in the
 Ordinary Course of Business
5. Emergency Motion of Debtors and Debtors in qusession for Entry
ofInterim and Final Orders (A) Authorizing Secured énd Priority
Financing Pursuant to Bankruptcy Code § 364(C) and Rule 4001 of the
federal’ Rules of Bankruptcy Procedure qnd (B) Granting Related Relief.
"The ;elief to be requested on an interim basis is reflected in the aﬁéched
Order.
o THE HEARING ON THE ABOVE-MENTIONED MATTERS WILL BE ﬁELD
ON JANUARY 17,2002 AT 10:00 AM. EASTERN TIME BEFORE PETER J. WALSH,
CHIEF JUDGE, UNITED STATES BANKRUPTCY COURT IN THE DISTRICT OF

DELAWARE, 824 N. MARKET ST., 6™ FLOOR, WILMINGTON, DELAWARE.
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If you require copies of the above-mentioned matters, please contact Michael

Migliore at (302) 778-6410.

Dated: January 16, 2002
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SCHULTE, ROTH & ZABEL LLP
Jeffrey S. Sabin (JSS 7600)

. Mark A. Broude (MAB 1907)
1919 Third Avenue

New York, New York 10022
Telephone: (212) 756-2000
Facsimile: (212) 593-5955

-and-

PACHULSKI, STANG, ZIEHL, YOUNG & JONES P.C.

Laura Davis J ones (#24363 /

Hamid R. Rafatjoo (CA Bar No. 181564)

919 North Market Street, 16th Floor

P.O. Box 8705

Wilmington, Delaware 19899-8705 (Couner 19801)
Telephone: (302) 652-4100

Facsimile: (302) 652-4400

[Proposed] Co-Counsel to Debtors and Debtors in
Possession



IN THE UNITED STATES BANKRUPTCY COURT

FOR THE DISTRICT OF DELAWARE

Inre: Chapter11

FANSTEEL, INC., et.al, Case Nos. 02-

St N Nt Mt S S

Debtors.

INTERIM ORDER PURSUANT TO SECTIONS 363 AND 364(c) OF THE

. BANKRUPTCY CODE AUTHORIZING DEBTORS-IN-POSSESSION TO BORROW
MONIES AND INCUR SECURED PRIORITY ADMINISTRATION INDEBTEDNESS

| Upon the Motion dated J anuafy 15, 2002 (the "Motion") of Fansteel Inc., Phoenix
- Aerospace Corp., Fansteel Holdiﬁgs, Inc., American Sintered Technologies, Inc., Custom
Technqldgies Corp., Fansteel Schulz Products, Washington Manufacmﬁng Co., Wellman
Dynazhics, 'and Escast, Inc., Debtors and Debtors-In-Posséssivon (collectively the "Debtors;’), for
an Order, i_r_ge__g alia, (a) authori;r:g fhé Debtors i;‘borrow inonies from HBD Industries, Inc. (the
“Lender™); (b) authorizing the«Debtors to incur secured and suﬁefpriority édministration
obligations under 11 U.S.C. § 364(c) to the Le_nder for loans, advances and other financial
" accommodations to be madé by the Lender to the Debtors from time to time in amduﬁts in
accordance with the ann,Docuinents (as hereinafter defined) and this Interim Order as
hereinafter set forth, together with interest and such other charges aﬁd expenses, iﬁcluding
attorneys' fees (hereinafter the “Post-Petition hdebtedness”)_ in accordance with the terms of this

Interim Order and the Loan Documents to be executed and delivered in connection with the

~ transactions referred to herein; (¢) securing full payment to the Lender of the Post-Petition’
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Indebtedness by granting to the Lender liens and security interests as hereinafter provided; (d)
authorizing the Debtors to execute and deﬁver to the Lender a certain Debtor—ln—Posséssion
Credit and Security Agreement in the form_ annexed to the Motion as Exhibit "A" (the “Credit
Agreem(:nt”) -and au of the “Loan Documents”, as such ferm is d.eﬁned in the Credit Agreement,
and such other instruments and agreements as are necessary or _réasoﬁably requested by the |
Lender to effectuate any of the foregoing (hereinafter collectively referred to as the "Loan
Docmﬁeht_s"); (e) granting the Lender a superpriorjty administration claim as hereinafter
provided; (f) seeking interim ap?roval, of the Loan Documents; and (g) scheduling a hearing (thé
“Final Hegﬁng”) to consider final approval of the Loan Documents and fhe transactions
contemplated thereby; and |

IT APPEARING, that on January 14, 2002 (the "i’etition Date™), the Debtors filed
yéluntary petitions for relief L;nder chapter 11 of title 11 of the United States Code, 11 US.C. §§-
101, et. seq. (the “Bankruptcy Code”) with ﬁﬁs Court, and t_he Debtors have continued in the -
ménagement and possession of their respective businesses and propertiés as debtors-in-
posSéssion pursuant to sections 1 107 and 1108 of the Bankruptcy Code; and

IT FURTHER APPEARING, that the Debtors do not have the funds necessary to meet
their payroll and cher.necessary expehses. for the continued opémtion of their businesses and
have requested that the Lender make loans and advances, and furnish other financial
acc"éiﬁxﬁodatiqns to the DeBths 0;1 a secured basis pursuant to the terms and conﬁitions of this -
Order; and

IT FURTHER APPEARING, that the relief requested herein is essential for the

continued operation of the Debtors’ businesses; and

2

27311-001\DOCS_DE:38048.2



IT FURTHER APPEARING, that no other sources of financing are available to the
Debtors on more favorable terms than the frnancing offered by the Lender; and |

IT FURTHER APPEARIN G, that the Debtors are unable to obtain unsecured credit
allowable as an administration expense under section 503(b)(1) of the Bankruptcy Code; and

IT FURTHER APPEARIN G,,certain shareholders and directors of the Lender are
ofﬁcers, directors and/or sharehoiders of one or more of the Debtors, and the Lender is willing to
make the loans contemplated hy the Loan Documents provided that this Interim Order is entered
after full disclosure to all Notice Persorrs (as hereinafter defined) of the aforementioned
relationships, - | |

IT FURTHER APPEARING, that the Loan Documents and the financing arrangeﬁient
contemplated therein.between the Debtor and the Lender has heen entered into by the Lender in
/ good faith as required by section 364@) of the Bankruptcy Code; and

IT FURTHER APPEARING that the Debtors have given notice of the hearmg on the
Motlon to each of the Debtors twenty largest unsecured credrtors The Nuclear Regulatory
Comrmssmn, the Securities and Exchange Commrssron and the Office of the United States
' Trustee (collectively the "Notice Persons") and the hearing thereon having been held by this
Court on January __, 2002; and | ‘

IT FURTHER APPEARING, that sufficient and adequate notice of the Motion and the
hearing with respect thereto has been given pursuant to Bankruptcy Rule 4001(c), and no further

notice of or hearing on the relief sought is required; and
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IT FURTHER APPEARIN G, that good, adequate and sufficient cause has ‘oeen shown
to justify t}re granting’ of the relief requested herein, and upon the record of the hearing held by
this Court and good and sufficient cause having been shown for entry of tnis Interim Order,

NOW, THEREF ORE, upon the Motlon and the pleadings in this case, and the record of
the proeeedings heretofore held before-t-his Court with respect to the Motion, this Court finds as

| follows:

A. The Deotors are unable to obtain unsecured credit, allowable nnder sections
503(b) and 507(b) of the Bankrilptcy Code, or pursuant to-section 364(a) and (b) of the’
Bankruptcy Code. | |

B. No source of ﬁnancing exists on more favorable terms than the financing offered
by the Lender. - |

. C. The Debtors have provided actual notice of the terms of the Motion and the relief
requested thereunder by facsimile or overmght dehvery on or before J anuary 15, 2002 to all of
the Notice Persons and the attorneys for the Lender, all as more fully descnbed in the Cert1f'1cate :
of Serv1ce filed by counsel for the Debtors. Accordmgly, sufﬁc:1ent and adequate notice of the

" Motion and the heanng with respect thereto has been given pursuant to Bankruptcy Rule 400 l(c)
and section 102(1) of the Bankruptcy Code as requrred by section 364(c) of the Bankruptcy Code |
and no further notice of, or hearing on the rehef sought in the Motion is necessary or required.
D.- Consideration of the MOthI‘l constitutés a "core proceedmg" as defined in 28
U.S.C. §§157(b)(2)(A), (D), (G) and (O). This Order is subject to, and the Lender is ent1tled to

the benefits of and the provisions of section 364(e) of the Bankruptcy Code. This Court has
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jurisdiction over fhis proceeding and the parties and property affected hereby pursuant to 28
US.C. 58157 and 1334, |

E.  The terms of the Loan Documents between the Debtors and the Lender, oursuant
to which post-petrtron loans and advances may be made by the Lender to the Debtors, have been

gotrated in good farth and at arm's length as these terms are used in section 364(e) of the

Bankruptcy Code, and are in the best interests of the Debtors’ estates and their creditors.

F. Good, adequate and sufficient cause has been shown to Jusufy the grantmg of the
relief requested herein, and it 1s accordingly-

ORDERED that the Debtors and Lender have agreed on Loan Documents and the terms
and conditions thereof are mcorporated herem by. reference and it is further: |

ORDERED that the Debtors be, and each of them hereby is, authonzed to execute and
enter into each of the Loan Documents; and it is further ’ |
| ORDERED, that pursuant to section 364 of the Bankruptcy Code the Debtora be,and -
- eachof them hereby 1s thonzed to borrow monies frorn obtam other financial
accommodations from and incur obligations to the Lender and the Lender is authorized to make
advances 1o the Debtors in accordance with the terms of the Loan Docurnents, in an amount not
to exceed Five Hundred Thousand (8500, 000) Dollars from the Closmg Date, as such term 1s
defined in the Loan Documents untﬂ the entry of the Final Borrowing Order, as such term is
defined in the Loan Documents, followmg the Fmal Hearing and itis further

QRDERED, that the obligations of the Debtors to the Lender under the Loan Documen{s

- shall be joint and several; and it is further
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ORDERED, that the Debtors shall use the proceeds of the loans and advances made by
the Lender to Debtors solely for the payment of employee salaries, payroll taxes, collection of -
accounts, and other general operating and working capital purposes, and for such other general
corporate' purposes\of the Debtors as may be permitted in accordance with the terms and
conditions of the Loan Documents and it is further | |

ORDERED, that effectwe as of the Pet1t1on Date, pursuant to section 364(c) (2) and (3)
. of the Bankruptcy Code payment to the Lender of all of the Post-Petition Indebtedness be and
hereby is secured by the Debtors’ grants to the Lender of hens on and security interests in the
“Collateral”, as such terms as defined in the Dethr—In—Possession Credit and Security
Agreement including, wrthout hrmtatlon, the followmo assets of the Debtors

(a) () all accounts created by or arlsmg from the Debtors sales of mventory or
rendition of services to thelr customers, and (11) all accounts ansmg from sales, rendmon of
services made by the Debtors under thelr trade names or styles whether or not presently in effect,
or replevin, reclamation and stoppage in transit relating to any or all of the foregoing or arising
therefrom through any of the Debtors’ divisions of otherwise;.(iii) unpaid .seller’s rlghts
‘(including rescission); (iv) rights of the Debtors’ to payment for inventory sold or leased; (y)
nghts to any inventory represented by an account including riéhts to returned or repossessed
inventory; (vi) reserves and credit balances arising hereunder (vu) guarantees or collateral for |
any of the foregomg, (vm) insurance policies or rights relating to any of the foregomg, and (1x)
cash and non-cash proceeds of any and all of the foregoing. The hens on the Collateral trranted

hereunder and under the Loan Documents shall be first priority on any Collateral not otherwise
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subject to a lien, and shall be junior to all liens to which the Collateral was otherwise subjecten ”

the Petition Date.

(b) ell of the Debtors’ present and hefeaftef acquired merchandise, inventory and
goods, and all addijdons, sub‘stitutions a—nd replacement thereof, wherever loeated, together with
all goeds and:materials used or usable in manufacturing, processing, packaging or shipping
same; in all stages of preduction ~ from raw materials through work—in-progress to finished

| goods together with insurance polici.es or rights -relating to any of the foregoing and cash and
_'non'césh proceeds of any and all of the foregoing. The liens on the' Collateral granted hereunder
and under the Loan Documents shall be first priority on any Collateral not oltherwise subject. toa
lien and shall be junior to all liens to which the Collateral was otherwise-subj ect on the Petition

Date. -

ORDERED, thaf the security interests granted td‘ Lender in the Loan Documents and
authorized herein are deemed perfected without the neeessity of the filing by the Lender of .
Uniform Commercial Code Financing Statements or other instruments.

ORDERED that the Post-Petition Indebtedness shall have superpnonty pursuant to

-‘ section 364(0)(1) of the Bankruptcy Code over any other superpnorlty claim granted in this case-

- and over all adm1mstrat1ve expenses incurred and priority claims arising in this case or any |
subsequent case, ineludmg those clanns spe01ﬁed in sections 503(b), 506(c), 507(a), 507(b) of ’
the Bankruptcy Code and such superpriority claim in favor of the Lender shall at all times be |
senior to the rights of the Debtors or trustee in th;lS or any subsequent case under the Bankruptcy
Code, but whicn superpriority claims shall not be payable from any recoveries from actions

brought pursuant to the provisions of chapter 5 of the Bénkruptcy Code; and it is further
7
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ORDERED, that notwithstanding the foregoing, the liens, security interests and>
superpriority claims granted to the Lendér shall not be senior to ér have pﬁodty over the
quarterly fées‘ payable to the United States Trustee pursuant to 28 U.S.C. §1930; and it is further |

ORDERED, that except as providedvin the Loan Documents, until all of the Post-Petition
Indebtedness shall Have been indefeasibly paid in full or the Lender shall have consented thereto
in wntmg, the Debtors may not ét any time apply for or acquiescé in an application for an order
(1) which authoﬁzes under section‘ 363 of the Barikruptcy Code tﬁe use of the césh proceeds of
| the Collateral, or_(ii) under section 364 of the Bankruptcy Code, which authorizes the obtaining
of credit or the ‘incurring of indebtedness }sécu'red by a lien and security interest on property-' |
" which is equal 0% §enior to that possessed by the Lender, or by a .superpriority:claim, which is
equal or superior to that granted té the Lender herein_;’ané it is further

ORDERED, that the Debfors be, and each of them, heréby is authorized and directed to
_promptly reimburse the Lender for all present and ‘future costs and expenses incurred by the
Lender to effeématé the financing transacfions hemrc;iﬁ ciescribed in this Interim Order to the
_ extent set forfh in the Loan Documenfs, inclﬁding, but not. limitéd to, all ﬁliﬁg and recording
fees, reasonable audit and ﬁeld exam'ination expenses, other costs and expenses, and .reason';ib‘le
attorneys' fees relétihg to .the Loan Documents, including; but not limited to,mr:;:g;tiating,
documenting, and obtajning.this Court's approval of the Loan Documents, and all proceedings in
" connection with the interpretation,' im}'aleméntation, amendment, modiﬁcation, and
administration of the Lban Documents aﬂd the eﬁforcement of the Lender’s rights thereunder,

and all reasonable costs and expenses arising in connection therewith or related thereto, all of
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which costs and expenses shall be and are included m the Post-Petition Indebtedness; and it is

further |
ORDERED, that the Loan Documents shall continue in full t‘orce' and effect until all of
the “ObligationS” as such term lis defined. in the Debtor;In-Possession Credit and Security

'Agreement are fully paid, unless terminated as provided therein; and it is further

ORDERED, that in the event of the occurrence of any default or Event of Default under
any of the Loan Documents (A) all of the Post-Petrtlon Indebtedness shall become immediately
due and owing and all obhgatlons of the Lender hereunder and under the Loan Documents or
otherwise shall terminate, and (B) at any time thereafter, the Lender may settle an order upon

. five (5) Busmess Days notice to counsel for the Debtors, counsel for any statutory comrmttee

appomted in any of the Debtors’ chapter 11 cases, 1f any, and the Umted States Trustee, seekmg ’

relief from the automatic stay under SCCUOI’I 362 of the Bankruptcy Code to permit the_ Lender to
assert its rights as a secured party after default, as provided in the Loan Documents, the Uni_forrn

Commercial Code and other applicable law, to, at its sole discretion, proceed against and realize'

- upon the Collateral, all without further Order of th1s Court; and it 1§ further |

ORDERED, that the provisions of this Order shall survive entry of any subsequent '

: Order, whether the same be an Order confirming a Plan or Plans of reorganization the Debtors or
converting one or more of these chapter 11 cases to a case orcases under 'chapter 7 of the
Bankruptcy Code and the prowsmns of this Order as well as the liens, security interests, and
superpriority clauns arising pursuant thereto in favor of the Lender shall contmue in this and any
subsequent case under the Bankruptcy Code and shall be binding on the Debtors’ successors and
assigns (including any trustee or other fiduciary hereafter appointed as a legal representative of

9
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the Debtors or with respect to property of the Debtors’ estatee whether in these chapter 11 cases
or any subsequent chapter 7 case), and such 1iene, security interests, and superpriority claims‘
shall maintain their priority as proVided for under this Order until all of the Post-Petition
Indebtedness is paid in full; and it is further . |

'ORDERED, subject to the terms of the Loan Documents, that the Post-Petition
Indebtedness and the Loan Documents shall not be altered, extended or affected by any plan
confirmed in these chapter 11 cases or by any other action taken or relief sought in these chapter
11 caees or any subsequent chapter 7 case of a Debtor hereafter and it is further

ORDERED that the Lender shall be entitled to the full protecnon of section 364(e) of
the Bankruptcy Code and in the event any or all of the provisions of this Interim Order are
hereafter modiﬁed,‘ vacated or stayed by subsequent order of _this Courr or any other court, such
| stay, modiﬁeation or vacatur shall not affect either the (a) validity of any obligations to the
Lender incurred pursuant to this Interim Order and the Loan Documents and which is incurred
prior to the effective date of such stay, modification or vacatur, or (b) the validity and enforce-
ability of any lien, secunty interest and/or superpnonty claim authonzed herein w1th respect to
any such obligations to the. Lender and notwithstanding such stay, rnodrﬁcatlon or vacatur any
obhganons of the Debtors to the Lender pursuant to this Interim Order arising prior to the
effective date of such stay, modification or vacatur shall be goilerned in all respects by the
original provisions of thlS '-Illferim.Order, and the Lender shall be entitled to all of its nights,
privileges and beneﬁté, including, without limitation, the liens, security intereets, superpriority

'c'iaixm and collection rights granted herein to or for the benefit of the Lender; and it is further
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ORDERED, that fhe Loan Documents are subject to the terms and conditions of this
Order, and to the extent that any of the terms and conditions of the Loan Documents are in |
conflict with the teﬁns of this Inteﬁm drder, this Interim Order shall govern; and it is further
- ORDERED, that the Debtors shall promptly mail copies of this Order to (a) their twenty
llargest unsecured creditors, (b) The Office of the Umted States Trusteewt:or Region Three, (c) The
Nuclear Regulatory Cornrmssmn,, (d) the Securities and Exchange Comrmssmn; (e) the Lender; -
_ and 9(f) all parties who have entered their appeerance_ porsuant to Bankruptcy Rule 2002; and it
is further | |
ORDERED, that any other further obligation foridotice of the relief grdntedherein and
of the Final Hearing shall be, and hereby is, d1spensed w1th and walved and it is further
| ORDERED that the Final heanng is scheduled on the Motlon for , 2002, at
_m. before this Court and it is further o
ORDERED that any party in interest objecting to the relief sought at the Final Hearmg
 shall serve and file a written obj ecuon which objection shall be served upon (1) counsel for the -
Debtors Pachulski, Stang, Zlehl Young & Jones P.C., 919 North Market Street, Wlhmncton
Delaware 9800-8705, Attention: Laura Davis Jones, Esq. and Schulte Roth & Zabel LLP 919
Third Avenue, New York, New York 10022, Attentlon:_ Jeffrey S. Sabin, Esq. and Mark A.
Broude, Esq. and (ii) codnsel for the Lender, Kirkpatrick & Lockhart LLP, 1251 Avenue of the
_Americas, New York, New York -1 0022, Attention: Jeffrey N. Rich, Esq. so that it is received no

later than five (5) days before such hearing; and it is further
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ORDERED, that the Clerk of Court is hereby directed to forthwith enter this Order on
the docket of this Court maintained with regard to these cases.

Dated: Wiliningtori, Delaware
January __, 2002

JUDGE

12
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Fansteel’s Environmental Agency
Service List '

Case No. 02-10109

Doc. #38325 :

7 — Overnight Mail

Via Federal Express

Document Control Desk

U.S. Nuclear Regulatory Commission
One White Flint North

11555 Rockville Pike

Rockville, MD 20852-2738

Via Federal Express

Ms. Leah Tremper

License Fee & Accounts Receivable Branch
Office of the Chief Financial Officer

U.S. Nuclear Regulatory Commission

Mail stop T-9E10

Two White Flint North

11545 Rockville Pike

Rockville, MD 20852-2738

Via Federal Express

Ellis Merschoff, Regional Admlmstrator
U.S. Nuclear Regulatory Commission
Region IV

Harris Tower

611 Ryan Plaza Drive, Suite 400
Arlington, TX 76011-8064

Attention: Dr. Blair Spitzberg

Via Federal Express

Stuart Treby, Esquire

Assistant General Counsel

Office of the General Counsel

U.S. Nuclear Regulatory Commission
Mail stop 0-15D21

One White Flint North

11555 Rockville Pike

Rockville, MD 20852-2738
Attention: Stephen Lewis

Via Federal Express
John Cordes, Solicitor

U.S. Nuclear Regulatory Commission
Mail stop 0-15D21

One White Flint North

11555 Rockwville Pike .

Rockville, MD 20852-2738’

Via Federal Express

Melvyn Leach, Chief Fuel Cycle Licensing
Branch

Office of Nuclear Matenals Safety &
Safeguards

Mail stop T-8A33

Two White Flint North

11545 Rockville Pike

Rockville, MD 20852-2738
Attention; Ms. Leslie Fields

Via Federal Express

Larry Camper, Chief Decommissioning
Branch -

Office of Nuclear Materials Safety &
Safeguards

Mail stop T-7F27

Two White Flint North

11545 Rockville Pike

Rockville, MD 20852-2738

Attention: Thomas Fredrichs



