*)

IN THE UNITED STATES BANKRUPTCY COURT

FOR THE DISTRICT OF DELAWARE

Inre: ) Chapter 11
)
FANSTEEL INC,, et al., ) Case No. 02-10109 (JJIF)
) (Jointly Administered)
)
Debtors. )
Objections Due: April 10, 2003 at 4:00 p.m. E.T.
Hearing Date: NEGATIVE NOTICE
NOTICE OF MOTION

FOR ORDER UNDER 11 U.S.C. § 105(A) AND FED.R.BANKR.P. 9019
APPROVING COMPROMISE BETWEEN FANSTEEL INC.,
CELTIC LEASING CORP. AND BANC ONE LEASING CORPORATION

TO: ALL PARTIES REQUIRED TO RECEIVE NOTICE PURSUANT TO
DELBANKR.LR 2002-1(b):

The captioned debtors and debtors-in-possession (the “Debtors™) have
filed the attached Motion for Order Under 11 U.S.C. §105(a) and Fed.R.Bankr.P. 9019
Approving Compromise Between Fansteel Inc., Celtic Leasing Corp. and Banc One
Leasing Corporation (the “Motion’), by which the Debtors seek an order authorizing
such relief.

Objections and other responses to the Motion, if any, must be in writing
and be filed with the United States Bankruptcy Court for the District of Delaware, 824

North Market Street, Wilmington, Delaware 19801, no later than 4:00 p.m., prevailing

! 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 and American Sintered Technologies,
Inc.
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1.))

Eastern Time, on April 10, 2003.

At the same time, you must also serve a copy of the response upon the
undersigned counsel to the Debtors at 919 North Market Street, 16" Floor, P.O. Box
8705, Wilmington, Delaware 19899-8705 (Courier 19801).

A HEARING ON THE MOTION WILL BE HELD AT THE
CONVENIENCE OF THE COURT BEFORE THE HONORABLE JOSEPH J.
FARNAN, AT THE UNITED STATES BANKRUPTCY COURT LOCATED AT
824 MARKET STREET, SIXTH FLOOR, WILMINGTON, DELAWARE 19801 —
ONLY IF TIMELY OBJECTIONS ARE RECEIVED BY APRIL 10, 2003 AT 4:00
P.M, E.T.

IF NO OBJECTIONS ARE TIMELY FILED AND SERVED IN

ACCORDANCE WITH THIS NOTICE, THE COURT MAY GRANT THE

[Remainder of Page Intentionally Left Blank]
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RELIEF REQUESTED BY THE MOTION WITHOUT FURTHER NOTICE OR

HEARING.
Dated: March 21, 2003

27311-001\DOCS_DE:65735.1

SCHULTE ROTH & ZABEL LLP
Jeffrey S. Sabin (JSS 7600)
Lawrence V. Gelber (LVG 9384)
Michael R. Mitchell (MRM 9279)
919 Third Avenue

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

and

PACHULSKI, STANG, ZIEHL, YOUNG, JONES

ﬁ TRAUB P.C.

/Laura Davxs Jones (Bar No. 2436)

Rosalie L. Spelman (Bar No. 4153)

919 North Market Street, 16" Floor

P.O. Box 8705

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

Facsimile: (302) 652-4400

Co-Counsel for Debtors and Debtors-in-Possession



IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE
Inre: Chapter 11

FANSTEEL INC,, et al.,! Case No. 02-10109 (JJF)

(Jointly Administered)

g e e i "

Debtors.

Objections Due: April 10,2003 at 4:00 p.m. E.T.
Hearing Date: NEGATIVE NOTICE

MOTION FOR ORDER
UNDER 11 U.S.C. § 105(A) AND FED.R.BANKR.P. 9019
APPROVING COMPROMISE BETWEEN FANSTEEL INC.,
CELTIC LEASING CORP. AND BANC ONE LEASING CORPORATION

Fansteel Inc., et al., debtors and debtors-in-possession herein (collectively
the “Debtors” or “Fansteel”), hereby move this Court for entry of an order under 11
U.S.C. §105(a) and Fed.R.Bankr.P. 9019 approving a compromise by and among
Debtors, Celtic Leasing Corp. (“Celtic Leasing”) and Banc One Leasing Corporation
(“Banc One”). In support of this motion (the “Motion”), the Debtors represent as

follows:

I
INTRODUCTION

1. The Debtors, Celtic Leasing and Banc One have reached a
settlement of certain disputes and/or potential disputes between them. The settlement is

in the best interest of the estate and its creditors; thus, the Debtors now seek the Court’s

! The Debtors are the followng entities: Fansteel Inc.; Fansteel Holdings, Inc., Custom Technologies Corp., Escast,

Inc., Wellman Dynamics Corp., Washington Mfg Co., Phoenix Aerospace Corp. and American Sintered Technologies,
Inc.
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approval of that settlement. A copy of the proposed Settlement Agreement (the
“Settlement Agreement”) is attached hereto as Exhibit “1”.

2. The Court has jurisdiction over this Motion pursuant to 28 U.S.C.
§ 1334. This matter is a core proceeding pursuant to 28 U.S.C. § 157(b)(2)(A) and (Q).
The statutory predicates for the relief requested herein are 11 U.S.C. § 105(a) and
Fed R.Bankr.P. 9019.

3. On January 15, 2002 (the “Petition Date”), each of the Debtors
filed a voluntary petition for relief under chapter 11 of the United States Bankruptcy Code
(the “Bankruptcy Code™). Since the Petition Date, the Debtors have continued in the
possession of their respective properties and the management of their respective
businesses as debtors-in-possession pursuant to sections 1107 and 1108 of the

Bankruptcy Code.

4. These chapter 11 cases have been consolidated for procedural

purposes only, and are being jointly administered pursuant to an order of this Court.

II.
THE CONTRACT

5. On or about May 17, 1994, Fansteel and Celtic Leasing entered in
Master Lease Number CML-01760A (“Master Lease™) and various schedules thereto,
including Lease Schedule No. 03, dated September 8, 1998, (“Lease Schedule No. 03™),

as amended by letter agreement, dated September 8, 1998 (“Letter Agreement”). (The
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Master Lease, Lease Schedule No. 03 and the Letter Agreement hereinafter shall be
referred to collectively as the “Contract”,) The Contract is attached hereto as Exhibit
“B”.

6. Pursuant to Lease Schedule No. 03, Fansteel contracted to lease
from Celtic Leasing for a base term of thirty six months, to be billed quarterly. Fansteel
also provided Celtic Leasing with a deposit of one month’s rent ($6,479.87).2 Fansteel
continued to lease the Equipment until the Petition Date.

7. Pursuant to an Assignment of Equipment Lease Without Recourse,
dated September 17, 1998, between Celtic Leasing and NBD Equipment Finance, Inc.
(“NBD”) Celtic Leasing assigned to NBD its rights to the proceeds of the Contract for the
period of October 1, 1998 to July 1, 2002. NBD and Banc One have since merged and
also have entered into a 100% Participation and Assumption Agreement, wherein Banc
One purchased all of the lease assets of NBD.

8. The parties disagree as to whether the Contract constitutes a true
lease under the Illinois Uniform Commercial Code or is a disguised financing. The
Debtors believe it to be a disguished financing. Conversely, Celtic Leasing believes it to
be a true lease. Celtic Leasing has filed a secured claim, No. 333, for $75,040.00 and

Banc One has filed a secured claim, No. 888, for $51,454.16.

% This deposit has been credited against the last quarter of Fansteel’s payments owed to Banc One, as
discussed more fully below.
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9. The parties believe that the rejection and termination of the
Contract, the purchase of the Equipment, and the settlement of the Claims 333 and 888,
all as described herein and in the Settlement Agreement, is in the best interests of the
Debtors’ estates. Accordingly, the parties seek now to settle, compromise and resolve
their potential disputes and other issues between them on the terms set forth herein. The
parties agree and understand the effectiveness of the Settlement Agreement is conditioned

upon approval of the Court.

III.
TERMS?

10.  Under the Settlement Agreement, Fansteel will purchase the
Equipment from Celtic Leasing for $60,000. Payment will be made according to the
following schedule: (a) $15,000, no later than ten days after the Effective Date of the
Settlement Agreement, and (b) three payments of $15,000 each, thirty days apart,
beginning thirty days after the date of the first payment.

11.  Inaddition, Fansteel will pay Banc One $48,599.02 in two
installments: (a) $24,299.51 no later than ten days after the Effective Date* of the
Settlement Agreement, and (b) $24,299.50, no later than thirty days after such payment.

12.  Within five days after its receipt of the second payment, Banc One

shall provide Fansteel with authority to terminate Banc One’s UCC-1 (HS-00744) and

* If there is any contradiction between the terms of the Settlement Agreement, as described in this Motion
and the terms of the Settlement Agreement itself, the terms of the Settlement Agreement shall prevail.

“ Capitalized terms not otherwise defined herein shall have the meaning ascribed to them in the Settlement
Agreement.
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withdraw Claim No. 888. Within five business days after its receipt of the fourth
payment specified in above is made, Celtic Leasing shall deliver to Fansteel a completed
copy of the Bill of Sale attached to the Settlement Agreement and withdraw Claim No.
333. Banc One also will waive its right, if any, to amend Claim No. 888 and covenant
not to file other claims relating to the Contract.

13.  Finally, Celtic Leasing will remit to Banc One the sum of $10,000,
in complete satisfaction of Banc One’s pre-petition claim against Fansteel. This amount
shall be paid out of the first purchase price proceeds described in Paragraph 10 above.

14.  The parties have also agreed that the Contract shall be deemed
rejected and terminated as of the Petition Date and that the Settlement Agreement is in
full satisfaction of any damages under the Contract whatsoever.

15.  Fansteel is to obtain ownership of the Equipment, while resolving
all claims related to Lease Schedule No. 03.

16.  The Settlement Agreement also provides for mutual releases
between Fansteel, on the one hand, and Celtic Leasing and Banc One, on the other. The
mutual releases (1) are limited to claims arising under Lease Schedule No. 3, (2) shall not
affect in any matter whatsoever any other claims that Celtic Leasing and Banc One may
have against Fansteel or which Fansteel may have against Banc One and Celtic Leasing,
and (3) do not affect Banc One’s asserted claim against Fansteel in the amount of

$1,756,666 with respect to certain letters of credit or Fansteel’s defenses to such claim.
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IV.
DISCUSSION

A. The Standard of Review

17.  Bankruptcy courts may, after the filing of a motion and a hearing
with notice to the creditors, approve a compromise or settlement. Fed. R. Bankr. P.
9019(a). Inreviewing a proposed settlement, the Court must determine that (a) it is “fair

and equitable,” Protective Comm. for Ind. Stockholders of TMT Trailer Ferry, Inc. v.

Anderson, 390 U.S. 414, 424, 88 S.Ct. 1157, 1163 (1968), and (b) in the best interests of

the estate, In re Best Prods. Co., 168 B.R. 35, 50 (Bankr. S.D.N.Y. 1994). Rule 9019(a)

commits the approval or rejection of a settlement to the sound discretion of the

bankruptcy court. In re Michael, 183 B.R. 230, 232 (Bankr. D. Mont. 1995).

18.  In determining whether the proposed settlement is fair and
equitable, two principles should guide this Court. First, “[cJompromises are favored in -

bankruptcy,” 10 Lawrence P. King, Collier on Bankruptcy, § 9019.01, at 9019-2 (15th ed.

rev. 1997) (citing Marandas v. Bishop (In re Sassales), 160 B.R. 646, 653 (D. Ore.

1993)), and are “a normal part of the reorganization process.” Anderson, 390 U.S. at 424,

88 S.Ct. at 1163 (quoting Case v. Los Angeles Lumber Prods. Co., 308 U.S. 106, 130, 60

S.Ct. 1, 14 (1939)); Inre A & C Properties, 784 F.2d 1377, 1381 (9th Cir. 1986) (“The

law favors compromise and not litigation for its own sake....”); Michael, 183 B.R. at 232

(Bankr. D. Mont. 1995) (“[I]t is also well established that the law favors compromise.”.);
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Best Products, 16 B.R. at 50; Nellis v. Shugrue, 165 B.R. 115, 123 (S.D.N.Y. 1994)

(Court recognizes “the general rule that settlements are favored....”).

19.  Second, settlements should be approved if they fall above the
lowest point on the continuum of reasonableness. “[The] responsibility of the bankruptcy
judge . . . is not to decide the numerous questions of law and fact raised by the appellants
but rather to canvass the issues and see whether the settlement fall[s] below the lowest

point in the range of reasonableness.” Cosoff v. Rodman (In re W.T. Grant Co.), 699

F.2d 599, 608 (2d Cir. 1983); In re Planned Protective Servs., Inc., 130 B.R. 94, 99 n.7

(Bankr. C.D. Cal. 1991); see generally In re Blair, 538 F.2d 849, 851 (9th Cir. 1976)
(Court should not conduct a “mini-trial” on the merits of a proposed settlement.) Thus,
the question is not whether a better settlement might have been achieved, or a better result
if litigation pursued. Instead, the court should approve settlements that meet a minimal

threshold of reasonableness. Nellis, 165 B.R. at 123; In re Tech. for Energy Corp., 56

B.R. 307, 311-312 (Bankr. E.D. Tenn. 1985); In re Mobile Air Drilling Co., Inc., 53 B.R.

605, 608 (Bankr. N.D. Ohio 1985); 10 Collier on Bankruptcy, supra, § 9019.02, at 9019-

4.

20.  The proposed settlement should be approved because it is

supported by sound business justification, is fair and reasonable.
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B. The Proposed Settlement Satisfies The Standard Governing Approval Of

Compromise

21.  Indetermining the faimess, reasonableness, and adequacy of the

proposed Settlement Agreement, the Court must consider four factors:

a. The probability of success in litigation;

b. The difficulty if any to be encountered in the matter of
collection;

c. The complexity of the litigation involved, and the expense,

inconvenience, and delay necessarily attending it; and
d. The paramount interests of creditors and a proper deference

to their reasonable reviews in the premises.

See, e.g., In re Woodson, 839 F.2d 610, 620 (9th Cir. 1988); A & C Properties, 784 F.2d

at 1381; 10 Collier on Bankruptcy, supra, § 9019.02, at 9019-4,
22.  Asdiscussed below, these factors all support the approval by this
Court of the proposed settlement.

a. Probability of Success. This factor weighs in favor of

settlement. The terms of the Contract are sufficiently complicated so that a trial on the
merits of recharacterization would have an element of risk to the Debtors.

b. Cost, Complexity and Delay. The second factor that must

be considered in evaluating a settlement is the expense, complexity, inconvenience and
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delay that litigation of the parties’ claims would occasion. This factor also weighs in
favor of the settlement. Again, the terms of the Contract are sufficiently complicated so
that any trial would be costly, and the recovery not proportionate to the litigation costs.

c. Difficulty of Collection. This criterion is not applicable to

Fansteel in the present situation. The Settlement Agreement does, however, permit
Fansteel to purchase the Equipment, reject and terminate the Contract, while settling all
claims under Lease Schedule No. 03.

d. The Interests of Creditors. This final factor weighs heavily
in favor of approval of the proposed settlement. The goal of this bankruptcy is
reorganization, and purchase of this Equipment is useful to the Debtors’ on-going
business. Moreover, comparing the costs and the benefits of the settlement to creditors of
the estate weighs in favor of this settlement. The interests of creditors are aligned with
Court approval of the proposed settlement, sparing the estate from having to expend time

and assets engaged in any further litigation and the possible appeals following any ruling.

[Remainder of Page Intentionally Left Blank]
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WHEREFORE, the Debtors respectfully request that the Court enter an order (i)

approving the Settlement Agreement and (ii) granting the Debtors any other relief as is

just and proper.

Dated: March 21, 2003
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SCHULTE ROTH & ZABEL LLP
Jeffrey S. Sabin (JSS 7600)
Lawrence V. Gelber (LVG 9384)
Michael R. Mitchell (MRM 9279)
919:Third Avenue

New York, NY 10022

Telephone: (212) 756-2000
Facsimile: (212) 593-5955

and

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

5D

Laura Davis Jones (Bar No. 2436)

Rosalie L. Spelman (Bar No. 4153)

919 North Market Street, 16" Floor

P.O. Box 8705

Wilmington, DE 19899-8705 (Courier 19801)
Telephone: (302) 652-4100

Facsimile: (302) 652-4400

Co-Counsel for Debtors and Debtors-in-Possession
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EXHIBIT “1”

SETTLEMENT AGREEMENT

27311-001\DOCS_DE*65735.1



In re FANSTEEL INC., et al.,’, Chapter 11 - Case No. 02-10109 (JJF)
United States Bankruptcy Court for the District of Delaware

SETTLEMENT AGREEMENT
I. PARTIES

This Settlement Agreement (this "Agreement") is entered into by and between Celtic Leasing
Corp. a California corporation (“Celtic Leasing”), Banc One Leasing Corporation (“Banc One”),
an Ohio corporation and Fansteel Inc., a Delaware corporation, one of the debtors and debtors in
possession (“Debtors™) in the captioned matter.

II. RECITALS

A. On January 15, 2002 (the "Petition Date"), the Debtors filed petitions under
chapter 11 of title 11 of the United States Code in the United States Bankruptcy
Court for the District of Delaware (the "Court"), which are currently pending (the
"Bankruptcy Cases"). The Bankruptcy Cases are being jointly administered under
Case No. 02-10109 (JJF).

B. Prior to the Petition Date, on May 17, 1994, Fansteel and Celtic Leasing entered
in Master Lease Number CML-01760A (“Master Lease™) and Lease Schedule No.
03 (“Lease Schedule No. 03”), as amended by letter agreement, dated September
8, 1998 (“Letter Agreement”). (The Master Lease, Lease Schedule 03 and the
Letter Agreement hereinafter collectively shall be referred to as the “Contract”™.)

C. Lease Schedule No. 03 provided for a base term of thirty six months, to be billed
quarterly. Fansteel made a deposit of one month’s rent ($6,479.87) This deposit
has been credited against the last quarter of Fansteel’s payments owed to Banc
One.

D. The Contract concerns an Alpha Press Company Inc. 125 ton Standard Hydraulic
Dry Press, serial no. 125580 (the “Equipment”).

E. Pursuant to the terms of an Assignment of Equipment Lease Without Recourse,
dated September 17, 1998, between NBD Equipment Finance, Inc. (“NBD”) and
Celtic Leasing, Celtic Leasing assigned its rights to the proceeds of the Contract
to NBD for the period of October 1, 1998 to July 1, 2002. NBD and Banc One
have since merged and also have entered into a 100% Participation and
Assumption Agreement, wherein Banc One purchased all of the lease assets of
NBD.

. 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., and American Sintered
Technologies, Inc.
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The parties have differed as to whether the Contract constitutes a true lease under
the Illinois Uniform Commercial Code or is a disguised financing.

Celtic Leasing has filed Secured Claim No. 333 for $75,040.00.
Banc One has filed Secured Claim No. 888 for $51,454.16.

The Debtors believe that the rejection and termination of the Contract, the
purchase of the Equipment and the settlement of the Claims 333 and 888 is in the
best interest of the Debtors’ estates.

The parties seek to settle, compromise and resolve their potential disputes and
other issues between them on the terms set forth herein. The parties agree and
understand that this Agreement is conditioned upon approval of the Court.

III. TERMS

NOW, THEREFORE, for and in consideration of the mutual promises, covenants, and
obligations set forth below, and for other good and valuable consideration as stated herein, the
sufficiency of which is hereby acknowledged, the parties agree as follows:

I.

Fansteel will purchase the Equipment from Celtic Leasing for the option amount
specified in Paragraph 3 of the Letter Agreement, as permitted; that is, $60,000.
Payment will be made according to the following schedule: (a) $15,000, no later
than ten days after the Effective Date of the Agreement, and (b) three payments of
$15,000, thirty days apart, beginning thirty days after Celtic Leasing’s First
Payment.

Fansteel will pay Banc One $48,599.02 in two installments: (a) $24,299.51
(“Banc One’s First Payment”), no later than ten days after the Effective Date of
the Agreement, and (b) $24,299.50, no later than thirty days after Banc One’s
First Payment.

Within five business days after the last payment specified in Paragraph 2 is made,
Banc One shall provide Fansteel with authority to terminate Banc One’s UCC-1
(MS-00744). Within five business days after the last payment specified in
Paragraph 1 is made, Celtic Leasing shall deliver to Fansteel a completed copy of
the attached Bill of Sale (Exhibit 1).

Celtic Leasing hereby agrees, and is hereby bound, to remit $10,000 to Banc One,
in complete satisfaction of Banc One’s pre-petition claim against Fansteel. This
amount shall be paid out of the first purchase price proceeds described in
Paragraph 1 and upon Court approval of this Agreement. Celtic Leasing’s
obligations under this Paragraph shall survive any breech of this Agreement by
Fansteel.

Within five business days of the last payment in subparagraph 2 is made, Banc
One will withdraw its Secured Claim Number 888. Banc One waives its right, if
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any, to amend its Secured Claim No. 888 and hereby covenants not to file other
claims relating to the Contract.

6. Within five business days after the last payment specified in paragraph 1 is made,
Celtic Leasing will withdraw its Secured Claim No. 333. Celtic Leasing waives
its right, if any, to amend its Secured Claim No. 333 and hereby covenants not to
file any other claims relating to the Contract.

7. Mutual Releases:

(a) Upon satisfaction of Fansteel's obligations under this Agreement, and the
Bankruptcy Court's Order approving this Agreement becoming final and no longer
subject to appeal, solely with respect to the Contract, Celtic Leasing and Banc One
each release and discharge the Debtors' estates of and from any and all claims,
debts, demands, damages, liabilities, contracts, offsets, obligations, suits,
counterclaims, cross claims, claims for attorney's fees, and of all causes of action
whatsoever, whether now known or unknown, whether statutory, contractual,
common law, legal or equitable, whether in tort or contract, in any manner claimed,
or that could be claimed whether or not previously expressed, owned, held or
possessed by Celtic Leasing or Banc One against Fansteel with respect to the
Contract, including, without limitation, those that arise out of or result from any
cause of action raised or which could have been asserted against the Debtors in any
of the Bankruptcy Cases or based upon the filing of any of the Bankruptcy Cases.
This release specifically includes Fansteel's agents, affiliates, successors,
predecessors, employees, officers, directors, and attorneys. This release
specifically includes, without limitation, any claims against Fansteel arising out of,
or as a result of the Contract. This release specifically excludes only these
obligations arising under this Agreement, is solely with respect to the Contract, and
shall not affect in any manner whatsoever any other claims that Celtic Leasing or
Banc One may have against Fansteel, and, in particular, it shall not affect Banc
One’s asserted claim in the amount of $1,756,666 with respect to certain letters of
credit issued by Banc One.

) Upon satisfaction of Celtic Leasing and Banc One’s obligations under this
Agreement and the Court's Order approving this Agreement becoming final and no
longer subject to appeal, Fansteel on behalf of itself and the other Debtors and their
respective estates and affiliates hereby releases and discharges Celtic Leasing and
Banc One of and from any and all claims, debts, demands, damages, liabilities,
contracts, obligations, offsets, suits, counterclaims, cross claims, claims for
attorney's fees, and of all causes of action whatsoever, whether now known or
unknown, whether statutory, contractual, common law, legal or equitable, whether
in tort or contract, in any manner claimed, or that could be claimed whether or not
previously expressed, owned, held or possessed by any Debtor or its estate with
respect to the Contract, including, without limitation, those that arise out of or
result from any cause of action raised or which could have been asserted by any of
the Debtors or their respective estates in any of the Bankruptcy cases or based upon
the filing of any of the Bankruptcy cases. This release specifically includes each of
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10.

11.

12

13.

14.

15.

16.

17.

Celtic Leasing’s and Banc One’s agents, successors, predecessors, employees,
officers, directors, and attorneys. This release specifically excludes those
obligations arising under this Agreement, is solely with respect to the Contract, and
shall not affect in any manner whatsoever and shall not affect in any manner
whatsoever any claims or rights to set-off that are not related to the Contract that
Fansteel may have against Celtic Leasing or Banc One.

Rejection as of the Petition Date: The parties agree that the Contract is rejected
and terminated as of the Petition Date and that this Agreement is in full
satisfaction of any damages under the Contract whatsoever.

Preemption of Other Agreements: To the extent inconsistent, this Agreement
shall supercede any other prior agreements between the parties with respect to the
Contract.

Alteration of Agreement: The Debtors shall not alter, modify or amend in any
way any of the terms of this Agreement through a plan of reorganization or
otherwise in the Bankruptcy Cases.

Binding Effect: The provisions of this Agreement shall be binding upon the
parties to it including, without limitation, the Debtors' respective estates and the
Parties' respective successors and assigns. No breech of this Agreement by any
one party shall excuse performance by the non-breeching parties vis-a-vis each
other.

Attorneys' Fees and Costs: Each party to this Agreement agrees to bear its own
legal and other costs incurred to date.

Governing Law: This Agreement shall be governed by the laws of the State of
Delaware. Any action arising from or in connection with the enforcement of this
Agreement shall be filed and maintained before the Bankruptcy Court for the
District of Delaware.

Entlre Agreement: This Agreement constitutes the complete agreement between
the pamcs and cannot be amended, except in writing, signed by all signatories to
this Agreement and approved by the Court.

Authorized Representatives: The persons signing this Agreement represent that
they are duly authorized to execute the Agreement on behalf of the parties listed.

Counterparts and Facsimile Signatures: This Agreement may be executed in
counterparts, each of which shall constitute an original and all of which shall
constitute one and the same agreement. Facsimile signatures shall be deemed to
have the full force and effect of ink signatures. -

Notices: All notices, requests, waivers, consents, and other communications
hereunder shall be in writing and shall be mailed first class certified mail or by
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nationally recognized overnight courier service, or by personal delivery, with
postage or other applicable delivery fees prepaid and addressed as set forth below.

18.  No Admission of Liability: Fansteel and Celtic Leasing and Banc One each assert
that this Agreement is not an admission of liability or evidence thereof.

19.  Effective Date: This agreement shall become effective ten days after an Order
approving it is entered.

[This part of page intentionally left blank.]
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03-21-03  11:56AM  FROW-CELTICLEASING

-

CELTIC ]

By: )

LEASING CORP.

-

T-778  P.02/02 F-385

IN WITNESS WHEREQF, the undersigned have executad this

Agreement as of the date and year first above wrinten.

Dared: 3 /2 1 ., 2003

Conrad Hd
Counsel {d

BANC O}

By:

fener, Esquire

r Celtic Leasing Corp.

JE LEASING CORPORATION

Dated: , 2003

Joseph Br
Counsel fq

FANSTE]

By:

bwn, Esquire
r Banc One, N.A.

cL INC.

Dated: , 2003

Co-Couns

27311-001\00

b} for Fansteel Inc.
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IN WITNESS WHEREQF, the undersigned have executed this
Agreement as of the date and year first above written.

CELTIC LEASING CORP.

By: Dated: , 2003
Conrad Hohener, Esquire
Counsel for Celtic Leasing Corp.

BANC ONE LEASING CORPORATION

By: %@_/ Dated%¢7 , 2003

Jostph Brown, Esquire
Counsel for Bane-Ome=3<0.

bale, pig

FANSTEEL INC. R

By: % 039// Dated:l_‘jﬂ, 2003

Co-Counsel for Fansteel Inc.
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EXHIBIT 1

BILL OF SALE FOR PERSONAL PROPERTY

FOR VALUABLE CONSIDERATION, receipt of which is hereby
acknowledged, Celtic Leasing Corporation, a California corporation (“Seller”), does hereby
grant, bargain, sell, and deliver to Fansteel Inc., a Delaware corporation (“Buyer”), all of Seller’s
right, title, and interest in and to the items of personal property listed on Exhibit A attached
hereto and by this reference incorporated herein (the “Property”), “as is” and “where is,” and
without any representation, warranty or recourse whatsoever, express or implied, for $60,000.00.
Risk of loss shall pass to Buyer, to the extent it previously has not passed, upon delivery of this
Bill of Sale.

TO HAVE AND TO HOLD the same unto said Buyer and Buyer’s successors
and assigns forever.

DATED: 2003

Seller;
CELTIC LEASING CORPORATION
By its:

By:

27311-001\DOCS_DE.66057.1 7



Exhibit A

Vendor: Alpha...1 Skid, 125 Ton Standard Hydraulic Dry Press with
1 Box (mounted onto Press Skid) containing 12 ft. FF 41-002 Gum

Tubing (1-1/2” x 5/32” wall), 5 hose clamps (Serial Number 125581).
1 green touch up paint (12 oz Spray Can)#H61G20-5C.
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EXHIBIT «2”

CONTRACT
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CELTI C MASTER LEASE  Number{CML-0176-a

CELTIC LEASING CORP —Lessor -

2061 Business CeNTER DRIVE SUITE 212 » IRVINE CALIFORNIA 92715 « (714) 263-3880 » FAX (714) 263-1331 .

Lessee pansTEEL INC.

t
Cx‘::,‘:s: Number One Tantalum Place, North Chicago, IL 60064

This 15 a MASTER LEASE AGREEMENT (herein called "Lease™) Lessor bereby agrees to lease to
Lessee, and Lessee hereby agrees to lease from Lessor, the items of personal property (collectively called
"Eﬂ;npmcnt" and individually called an "Item") descnibed on any Lease Schedule(s) ("Schedule™) now or
1n the future annexed hereto and made a part hereof, subject to the terms and conditions set forth herein

1 QUIET ENJOYMENT So long as Lessee 1s not in default hereunder, Lessor shall not disturb Lessee's quiet enjoyment of th
Equipment subject to the terms and conditions of this Lease

2 NO WARRANTIES BY LESSOR Lessee acknowledges that Lessor 1s not the manufacturer, developer, distnbutor, publishe
or licensor (for purposes of this Lease, all of which are called "Manufacturer”, both collecuvely and individually) of any of th
Eg&x’ ment Lessee further acknowledges and agrees that LESSOR MAKES NO WARRANTY OR REP ENTATIOM
E S OR IMPLIED, AS TO MERC ABILITY, FITNESS FOR ANY PURPOSE, CONDITION, DESIG}
CAPACITY, SUITABILITY OR PERFORMANCE OF ANY OF THE EQUIPMENT, OR ANY OTHE
REPRESENTATION OR WARRANTY WITH RESPECT THERETO, IT BEING AGREED THAT THE EQUIPMEN1 1
LEASED "AS IS" LESSEE FURTHER REPRESENTS THAT ALL ITEMS OF EQUIPMENT ARE OF A SIZE, DESIGN AN.
CAPACITY SELECTED BY IT, AND THAT IT IS SATISFIED THE SAME IS SUITABLE FOR LESSEE'S PURPOSES

3 ASSIGNMENT OF WARRANTIES Lessor assigns to Lessee any and all Manufacturer/vendor warrantics, to the exte:
assignable, for the term of the Lease with respect to any and all Items of Equipment Lessor shall have no hability to Lessee ¢
anyone claiming through Lessee for the breach of any such warranty or for any claim, loss, damafc or expense of any kind or natw
resulung, directly or indirectly, from the delivery, installation, use, operation, performance, or Jack or inadequacy thereof, of an
Items of Equipment Lessee acknowledges that Lessor has hereby notfied Lessee that Lessee may have nights and warranties undi
any applicable Equipment supply contracts and that Lessee may contact the vendor for a description of those nights and warrantie
if any Lessor, at.ats sole option, may choose the vendor for any Items of Equipment provided Lessor so notfies Lessee of t
vendor's name and address and provided the Item(s), whether new or used, meet the exact spectfications delineated on the Schedull
For vendors not chosen by Lessor, Lessee acknowledges 1t has their names and addresses

4 TERM The lease term for each Item of Equipment shall commence on the day the Manufacturer or vendor ceritfies that tt
Item has been delivered to and 1s usable by Lessee ("Commencement Date™) The "Base Term" as indicated on any Schedule sha
mean the penod beginning on the first day of the calendar month followm§ the final Commencement Date ("Final Commenceme:
Date™) of the respecuve Schedule, or, if the Final Commencement Dale falls on the first day of a calendar month then that day, ar
continuing for the number of months specified therein  This Lease with respect to any Schedule may be terminated as of the la
day of the Base Term by either party giving the other party at least six months but not more than twelve months prior writien noti
of such termination Otherwise, the term wath respect to any Schedule shall automatically be extended 1n successive one ye:
mtervals ("Extension Term(s)") at the rental amount 1n effect as of the last billing cycle of the Base Term Dunng any suc
extension penod, the apghcablc Schedule may be terminated as of the last day of any one year Extension Term by either pan
giving the other party at least six months but not moce than twelve months prior written notice of such termination ch Schedu
now or in the future annexed hereto shall be deemed to incorporate theren these specific terms and conditsons and shall have ¢
independent Base Term and Extension Term(s)

5 RENT Tbe monthly rent as shown on each Schedule shall be due and payable by Lessee 1n the amount of the monthly re
multiphed by the number of months 1n the billing cycle indicated on the respective Schedule (one month 1n a monthly billing C{Cl
three 1n a quarterly cycle, six 1n a biannual cycle, etc ) on the first day of the Base Term and on the first day of each billing cycle {
the billing cycle 1s monthly, then the first day of each month, :t}‘guartcrly. then the first day of eveg third month, etc ) thereafter £
the remainder of the Base Term and any Extension Term(s) For Items of Equipment having a Commencement Date prior to U
first day of the Base Term, rent shall be due on a pro rata basis only in the amount of one-thirtieth of the Item's proportion
monthly rent for each dagafrom the Item's Commencement Date until, but not including, the first day of the Base Term and shall |
payable by Lessee five days after receipt of mnvoice from Lessor If any rental or other amounts payable hereunder are not pa
withint five days of their due date then Lessee shall pay to Lessor upon demand the "Delinquency Charges™ which shall equ
interest compounded monthly at the rate of eighteen percent per annum on the delinquent balance from the date due until the da
paid, plus a monthly administrative fee of five percent of the cumulative delinquent balance to offset Lessor's colicction a1
accounting costs Unless otherwise delineated on the respecve Schedule, any deposit paid by Lessee to Lessor shall be refundab
if the Schedule 1s not accepted by Lessor, less, at Lessor's sole discretion, a credit processing fee not to exceed one percent of Ul
anucipated cost of the proposed Equipment This 1s a net lease and Lessee’s obligation to pay all rental charges and other amour
due hereunder shall be absolute and unconditional under all circumstances and shall not be subject to any abatement, defens
counterclaim, setoff, recoupment or reduction for any reason whatsoever except as otherwise provided herein, xt‘bcmgethe expre
mtention of Lessor and Lessee that all rental and other amounts payable by Lessee hereunder I be and continue to be payable
all events Lessee hereby watves any and all nghts 1t may have to reject or cancel this Lease, to revoke acceptance of any of ¢}
Equipment, and/or to grant a secunity interest in any of the Equipment for any reason except as required herein

6 USE, MAINTENANCE AND LOCATION Lessee, at 1ts own cost and expense, shall at all umes properly use the Equipme:
shall keep all Equipment sn good working order, repaur and condition, shall not alter the Equipment without Lessors pnior wnit
consent, and shall use the Equipment for business purposes only Lessee shall comply with any and all Manufacturers'/vendo
mstructions (including, 1n the cvent any of the Equipment 1s software, any software license terms, conditions and restnctior
relaung to the Equipment, and with any and all applicable laws, rules, regulations or orders of any governmental agency wi
respect to the Equipment or the use, maintenance or storage thereof howt-Himtting-the-foregotngri-ossee theut-enpenae
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o5t OR-O5-FECEeH oa-by-the-Many BFFH-OR-suCH-Otheracoepiable-parta-5 o-pard-by-Lessee Throughout the lease
term, Lessee shall keep the Equipment at the location set forth on the Schedule and shall retain uninterrupted possgcsslon, control
and use of the Equipment Lessee shall not relocate any of the Equipment without Lessor's prior written consent  Lessee shall pa
all costs and cxﬁnscs associated with the delivery, nstallation, use, relocation, deinstallation, and return of the Equipment If
Lessor supplies Lessee with labels or tags stating that the Equipment 1s owned by Lessor, Lessee shall affix such labels or tags to
and keep them 1n a prominent place on the Equipment Subject to Lessee's reasonable secunty requirements, Lessee shall permit
Lessor to enter the premises where any of the Equipment 1s located 1n order to inspect such Equipment

7 TITLE, PERSONAL PROPERTY Except as otherwise provided in this Lease or any Schedule hereto, title 1o the Equipment
shall at all umes remain 1n Lessor In the event any of the Equipment 1s software governed by a software license, Lessee shal keep
said hicense current for the entire lease term and, o the extent the license allows title to the software to pass to hicensee, such utle
shall vest and remain 1o Lessor To the extent that such vesting requires 2 wnitten conveyance from Lessee, Lessee hereby conveys
to Lessor any title 1t has or may hereafter acqurre 1n the software and forgoes any future claim to the software including any night to
purchase and/or use the software beyond the lease term except as otherwise provided in this Lease or the related Schedule If the
software license restnicts any provision of this Lease without the licensor's consent, then Lessee shall assist Lessor, 1f so requested,
1 obtamung such consent shall at all umes keep the Equipment {ree and clear of all hens, claims, levies, and legal
rocesses, except those mherent to this Lease, and shall at 1ts expense protect and defend Lessor's utle and/or hicense nights 1n the
Equxpmcnt against all persons claming agamst or thxou§h Lessce Lessee hereby authonizes Lessor to cause this Lease or other
mstruments necessary, 1n Lessor's determination, to be filed or recorded at Lessee's expense 1n order to protect Lessor’s mterest in
the Equipment, and grants Lessor the night to execute and deliver such instruments for and on bebalf of Lessée  If requested by
Lessor, then Lessee agrees to execute and deliver any such instruments and agrees to pay or reunburse Lessor for any searches,
filings, recordings, or stamg: fees or taxes incurred as necessary to protect Lessor's mterest 1n the Equipment  Lessee also authonzes
Lessor to mnsert on any Schedule and on related supplemental lease documentation information commonly determined after
execution by Lessee such as  senal numbers and other Equipment identificaion data, Equipment locations, and Commencement
Dates  Lessee shall take all steps necessary to ensure that the Equ?)mem 1s and remains personal property Unless otherwise
provided in wnung, immedsately upon the terminaton or expiration of the term of this Lease with respect to any Schedule, Lessee
shall disconunue 1ts use of the Equipment ncluding any Items consututing software, return the Equipment, icluding any Items
consutuing tangible software, to Lessor at such place as Lessor shall designate within the continental United States, destroy any
Items constituung intangible software or records thereof, not retain any Items consututing software 1n any form, and grant Lessor
the nght (which shall survive termination), at Lessor's request and subject to Lessee’s reasonable secunty requirements, t0 mspect
all of Lessee's locations to 1nsure comphance with the provisions of this sentence In the event Lessee fails to comply with any of
the foregoing ?on the termination or expiration of the lease term with respect to any Schedule, then rent for said Schedule shall
continue to be due and payable in full by Lessee for each month unul Lessee has complied wath all of the foregoing
8 ALTERATIONS Lessee shall make no alterations, modificauons, attachments, smprovements, enbancements, revisions or
additions to any of the Equipment (collecuvely called "Alterations”), without Lessor's pnior written consent  All Alterations that are
made shall become part of the Equipment and shall be the propenﬁ'eof Lessor Lessor m?'. at 1ts sole option and subject 1o the then
prevaxlmf interest rates and the Lessee's credit standing, lease to Lessee any Alterations desired by Lessee duning the lease term  If
requested 1n wriing by Lessor, Alterauons not leased hereunder shall be removed and the Equipment shall be restored (o 1ts onginal
condiuion, normal wear and tear excepted, at Lessee’s sole expense, prior to the return of the Equipment

9 TAXES Lessee shall pay all taxes (except those based solely on Lessor’s net income), fees and assessments accrued or smposed
on the purchase, ownership, possession or use of the Equipment during the lease term, or tmposed on Lessor or Lessee with respect
to the rental payments hereunder, including but not imited to sales, use, personal property, excise, stamp and documentary taxes,
Iicense and registration fees, and aélé other sumilar charges, tfsgtber with an ues, interest or fines relaung thereto  LESSEE
SHALL FILE ALL REQUIRED PERSONAL PROPERTY TAX RETURNS ATING TO THE EQUIFPME

10 LOSS OR DAMAGE Lessee shall bear the entire nisk of loss, damage, theft, destruction, confiscation, requisiion, 1noper-
ability, erasure, or incapacity, for or from any cause whatsoever (except Lessor's gross neghigence), of any or all Items of Equip-
ment dunng the peniod the Equipment 1s 1n transit to or from, or 1n the possesston of, Lessee ("Event of Loss") and shall bold Lessor
harmless against same Immediately upon its discovery, Lessee shall fully inform Lessor of an Event of Loss Except as herein
provided, no Event of Loss shall relieve Lessee of any obligation hereunder, and all Schedules shall remain 1n full force and effect
without any abatement or interruption of rent  In an Event of Loss, Lessee, at 1ts option provided no event of default has occurred
bereunder otherwise at Lessor's opuion, shall, within a commercially expedient ime frame (a) place the Equipment 1n good
working order, repair and condition, and/or (b) replace the effected Equipment wath sdenucal equipment or, upon consent of Lessor,
with smilar equipment of equal or greater value and utility, 1 good working order, repair and condition, and with documentation
creating clear title thereto in r, of (c) terminate the term of the Lease with respect to the affected Schedule by paying to Lessor
within sixty days the "Casualty Value™ which 1s defined as the sum of (1) the present value of the unpaid balance of the aggregate
rent reserved under (he related Schedule calculated using a discount rate of six percent per annum, plus (u) all accrued but unpaid
taxes, Delinquency Charges, penalues, interest and all or any other sums then due and owing under the related Schedule, plus (i)
the amount of any applicable end of term purchase opuon or other end of term payment or, in the absence thereof, the farr market
value of the Equipment as reasonably determined by Lessor, and plus (1v) an amount reasonably determined by Lessor to make
Lessor whole on an after tax basis for any loss, recapture, or unavailability of any tax credit and/or deduction Upon Lessor's
receipt of the Casualty Value payment, Lessee shall be entitled to any and all of r's nght, utle and interest n the related
Equipment for salvage purposes, 1n 1ts then condition and location, as 1s, without any warranues, €xpress or wunphed

11 INSURANCE Lessee, at its cxgz:,sc. shall provide and mamtain in full force and effect at all umes that this Lease 1s 1n force
and effect such casualty, property age, comprehensive public liability and otber insurance 1n such form and amounts as 1s
Customanly secured by prudent entsues engaged in a business sumilar to Lessee’s, or using equipment of a character similar to the
Equipment leased hereunder, and as 1s reasonably acceptable to Lessor Al such insurance shall provide that it may not be
cancelled or matenally altered without at least thirty days prior written notsce to Lessor, shall name Lessor as additional snsured and
loss payee, and shall not be rescinded, impaired or invalidated by any act or neglect of Lessee
12 INDEMNITY Lessee shall indemnify, defend, protect, save and hold bharmless Lessor, 1ts employees, officers, directors,
agents, assigns and successors from and against any and all claims, actions, costs, expenses (including reasonable attorneys' fees),
damages (including any interruption of service, loss of business or other consequential damages), hiabiliies, penalues, losses,
obligations, 1njunes, demands and hiens (including any of the foregoing ansing or imposed under the doctrines of "strict hability® o
“product habx{ny') of any kind or nature ansing out of, connected with, rclaun(g 10 or resulung from the manufacture, purczase.
1

sale, lease, ownership, installauon, Jocation, maintenance, operaton, condiion (including latent and other defects, whether or not
discoverable), selection, delivery, return, or any accident in connecuion therewith, of any Item or Items of Equipment, or by



1 .

5 ¢ cperated, excluding however, any of the foregoing resulung from the gross neghigence or willful misconduct of Lessor Th
. provisions of this paragraph shall survive the termination or expiration of 5115 Lease

13 AUTHORITY OF LESSEE TO ENTER LEASE With respect to this Lease and each Schedule now or 1n the future annexe
hereta, Lessee hereby represents, warrants and covenants that (1) the execution, delsvery and performance thereof have been dul
authonzed by Lessee, (1) the individuals executing such have been duly authonzed to do so, (111) the execution and/or performanc
thereof will not result in any default under, or breach of, any judgement, order, law or regulation applicable to Lessee, or of an
provision of Lessee's articles of incorporation, bylaws, or any agreement to which Lessee 1s a party, and (1v) all financial statement
and other tnformation submitted by Lessee herewith or at any other tume 1s true and correct without any misleading omissions

14 ASSIGNMENT Lessee bereby agrees and acknowledges that Lessor may without notice to Lessee assign all or any part ¢
Lessor’s nights, title and 1nterest 1n and to this Lease, anrl edule, the mpmcnt, and any of the rentals or other sums payabl
hereunder, to any assignee ("Assignee”) provided any such assignment shall be made subject to the rights of Lessee herein and sha
not relieve Lessor of any of 1ts obligations hereunder Lessee hereby acknowledges that any such assignment would not matenall
1 change the duties of, nor the burden of nsk imposed on the Lessee and that Lessee shall not look to Assignee to perform any ¢
Lessor’s obligauons hereunder and shall not assert against Assignee any defense, counterclaim or setoff 1t may have against Lessor
Lessee agrees that after recept of wnitten notice from Lessor of any such assignment Lessee shall pay, 1f directed by Lessor, any as
signed rental and other sums payable hereunder directly to Assignee and will execute and deliver to Assignee such documents a
As;{ﬁx%maé reasonably r%%:sEest m order to confirm the interest of Assignee in this Lease WITHOUT LESSOR'S PRIO]
W, N CONSENT, L E SHALL NOT ASSIGN, TRANSFER, ENCUMBER, SUBLET OR SELL THIS LEASF
ANY SCHEDULE, ANY OF THE EQUIPMENT, OR ANY OF ITS INTEREST THEREIN, IN ANY FORM OR MANNER

15 FURTHER ASSURANCES Upon Lessor’s request, Lessee, promptly and at 1ts expense, shall execute and/or deliver suc
documents, instruments and/or assurances, and shall take such further action, as Lessor deems prudent 1n order to establish and/c
gzotcct the nghts, tnterests and remedies of Lessor, and for the confirmation, assignment and/or perfecuon of this Lease and an

hedule hereto, and for the assurance of performance of Lessee's obligations hereunder, such as (but not limited to) a secretary'
cerficate certifying the authonty of the person(s) signing, and/or the resolutions authonizing, this Lease and/or any Schedule
delivery and/or acceptance certificates, insurance certificates, an opinion of Lessee's counsel, financial statements and other cred.
information as reasonab}{v requested by Lessor, and a landlord/mortgagee waiver of nghts and interests in the Equipment  If Lesse
fails to complete when due any such requested item, Lessor, 1n 1ts sole discretion and notwithstanding the provisions of Section <
(Term) herein, may elect to delay the Final Commencement Date of the affected Schedule until any or all such requested items ar
completed Unul duly executed by an authonzed officer of Lessor, Lessee agrees that this Lease and any Schedule executed b
Lessee shall consutute an offer by Lessee to enter into the Lease with Lessor and that Lessee shall not withdraw 1ts offer for
period of at least twenty business days after Lessor's receipt of such offer and that, dunng such time, Lessee shall assist Lessor 1
obtaining any financial and/or other informatton prudently requested for use in 1ts review of the proposed transaction

16 DEFAULT The occurrence of any of the following shall constutute an event of default hereunder ("Event of Default™) (¢
Lessee fails to pay when due any installment of rent or any other amount due hereunder and such fatlure continues for a period ¢
ten days after receipt of wnitten notce thereof, (b) any financial or other nformation or any other representation or warranty give
to Lessor heretn or 1n connection herewith proves to be false or misleading 1n any matenal respect, (c) Lessee assigns, transfer:
encumbers, sublets or sells this Lease, any Schedule, any of the Equipment, or any of sts interest therein, in any form or manne:
without Lessor's prior wnitten consent, (dg Lessee fails to observe or perform any other covenant, condiion or obligauon to b
observed or ﬁrfomxed by 1t under this Lease and such failure continues for a peniod of fifteen days after receipt of written notic
thereof, (¢) Lessee's credit worthiness matenally deteriorates as a result of a leveraged buyout, sale, merger, leveraged equit
dilution, leveraged acquisition, or any other substantial change in ownership, without Lessor's pnor wntten consent, (f) Lesse
ceases doing business as a going concern, makes an assignment for the benefit of creditors, admits 1n wnung its mnsolvency, files
voluntary petition in bankruptcy, 1s adjudicated bankrupt or insolvent, files a pettion seeking for itself any reorganizatios
liquidauon, dissolution or sumilar an'an%ement under any present or future statute, law or regulauon, or files an answer admittin
the matenal allegations of a peuuon filed against it 1 any such proceeding, consents to or acquesces in the appomntment of
trustee, receiver, or liquidator of 1t or of any substanttal part of ts assets, or 1t or ats shareholders take any action looking to u
dissoluton or hquidation, or (g) within sixty days after the commencement of any proceedings aganst Lessee seekin
reorganization, iquidauon, dissolution or sumilar relief under any present or future statute, law or regulation, such proceedings sha
not bave been dismissed, or if within sixty days after the appointment without Lessee's consent or acquiescence of any truste
recetver or lrquidator of 1t or of any substantual part of its assets, such appomtment shall not be vacated

17 REMEDIES If an Event of Default shall occur and be continuing, Lessor may, at 1ts option but not limited thereto, do any ¢
all of the following (a) Lﬁrocecd, by appropniate court acton either at lJaw or 1n equity, to enforce performance by Lessee of th
applicable covenants of this Lease and to recover damages for the breach thereof, (b) by wntten notice to Lessee, terminate th
Lease and/or all or any Schedules hereto and Lessee’s nghts hereunder and/or thereunder, {c) personally or by 1ts agents enter th
premises where any of the Equipment 15 located and take immediate possession of the Equipment without court order or other pro
cess of law and free from all claims by Lessee, and (d) by wnitien notice to Lessee, recover all amounts then due and owing plus, ¢
liquidated damages for loss of a bargain and not as a penalty, accelerate and declare to be immediately due and payable the presel
value calculated using a discount rate of six percent per annum of the unpaid balance of the aggregate rent and other sums payabl
reserved hereunder, without any presentment, demand, protest or furtber notice (all of which are expressty waived by Lessee) ]
the event Lessor repossesses any of the Equipment, Lessor may sell, lease or otherwise dispose of sa:d Equipment 1n such manne
at such tumes, and upon such terms as Lessor may reasonably determine, and apply to the account of Lessee {to the extent ¢
Lessee's obligations with respect to the Event of Default), or reumburse (o Lessee (co the extent of hiquidated damages paid b
Lessee with respect to the Event of Default) 1f all of Lessee's obligations have been fulfilled, after deducting all costs and expense
including attorneys' fees, 1n connection with such dispostrion (1) in the case of a sale, the sale proceeds less the fair market gluc ¢

said Equipment when the Event of Default occurred, as reasonably determined by Lessor, or (1) 1n the case of a re-le e pn
ceeds from the re-lease rental charges which are applicable for the remainder of the lease term in effect under this Le hen sa
Equipment was repossessed In addiuon to the remedies set forth herein, Lessor may pursue any other remedy availabl€at law or
equity The exercise of any of the foregoing remedies by Lessor shall not constitute a terminaton of this Lease or of any Schedu
unless Lessor so noufies Lessee in writng  All remedies of Lessor shall be deemed cumulative and may be exercised concurrent]
or separately The waiver by Lessor of an'g breach of any obligation of Lessee shall not be deemed a waiver of a breach of ar
other obligation or of any future breach of the same obligation e subsequent acceptance of rental payments hereunder by Less
shall not be deemed a waiver of any prior or exisung breach by Lessee regardless of Lessor’s knowledge of such breach

18 PERFORMANCE OF LESSEE'S OBLIGATIONS BY LESSOR If Lessee fails to ﬁzrrorm any of its obligations hereunde
then, upon ten days prior wnitten notice to Lessee, Lessor shall have the right, but shall not be obligated, to perform the same for
account of Lessee without thereby watving Lessee's default An{eamount aid and any expense, penalty or other liability imncurrt
by Lessor 1n such performance shall become due and payable by Lessee to upon demand

19 PURCHASE AGREEMENTS In the event any of the Equipment 1s subject to any "Acquisiion Agreement™ between Less




£
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-and the Manufacturer and/or vendor, tien Lesses _Aas part of this Lease and upon approval by Lessor of tne applicable Schedul
transfers and assigns to Lessor any_and u. e o3ee’s ights, title and interest (excepting that which 1s inherent (o or granted by
Lease), but none of 1ts obligations (except Lessee's 0biigauon to pay for the Equipment which Lessor shall do within thirty days,
longer 1f allowed by the Acquisitsion Afreemcnt, of Lessee's acceptance of the E%m&mem provided all documentation required
Lessor bas been completed and that Lessor's approval remains valid), 1n and to the Acquisiion Agreement(s) and the subje.
Equipment In the event Lessee sssues a purc order to Lessor with respect to this Lease, any Schedule, or any of
Equipment, 1t 1s agreed that any such purchase order 1s 1ssued for Lessce's intemnal purposes only and that none of 1ts terms
condittons shall modify this Lease or any related documentation, or affect either parties’ responsibilities as defined in this

20 FAIR MARKET VALUE PURCHASE OR RENEWAL OPTION Uhless otherwise provided m wnung, Lessee ms
urchase or renew this Lease for all but not less than all of the Equipment subject to any Schedule as of the expiration of the Ba:
erm or any Extension Term at its then fair market value, as mutually agreed by Lessee and Lessor, provided Lessee 15 not :

default hereunder and upon at least six months but not more than twelve months advance wrntten notice to Lessor of Lessee
elecuon In the event Lessee elects to purchase the Equipment, the fawr market value purchase fpncc shall be due upon ti
exprauon of the respective lease term and, upon receipt, Lessor shall transfer to Lessee any and all of 1ts nights, ttle and mterest ;
the subject Equipment, as 1s, where 1s, without any warranties, express or imphied 1In the event Lessee elects to renew the Lea:
with respect 10 any Schedule, the renewal shall be based upon the fair market value of the Equipment and shall be subject to 1
then prevailing nterest rates, Lessee's credit standing, and such other terms and conditions to be mutually agreed upon by Less
and Lessor In the event Lessee and Lessor cannot agree on a farr market value, then the fair market value 1 be determined t
the average appraisal of three apprasers, the cost of which shall be bome by Lessee, with one chosen by Lessee, one by Lessor, ar
one mutually z:ﬁrced upon by Lessee and Lessor, and all of whom shall be independent with respect to zcssec and Lessor, 1nstructe
to determine the fair market value of the Equipment based upon the pnce that would be obtained 1n an arm's length, retz
transaction between mnformed and wxlhréﬁ arties under no compulsion to buy or sell including taxes, transportation, snstallation ar
any other services required to render su uipment fully acceptable for use by an end-user

21 NOTICES All notices hereunder shall be 1n wriung and shall be given by personal delivery or sent by certtfied mail, retw
receipt requested, or reputable overmight courer service, postage/expense pr:ggd. to the address of the other par‘;y as set for
herein or to any later address last known to the sender notices to Lessor 1 be addressed to the attentton of Vice Presider
Contracts Nouce shall be effective upon signed receipt or other evidence of delivery

22 TERMINATION BY LESSOR Time 1s of the essence of this Lease If the Commencement Date for any Item of Equipme
does not occur for any reason within sixty days of the date of Lessor’s approval of the respecttve Schedule, then Lessor, anytun
thereafter untl the Final Commencement Date with respect to said Schedule, may elect, ints sole discretion, and upon ten da;
prior wntten notice to Lessee, to terminate this Lease and 1t obligations to Lessee with respect Lo any or all Items of Equipme
subject to said Schedule wherein the Commencement Date has not yet occurred, sn which event the rental amount shall be adjusy
accordingly 1n order to reflect only those Ttems sull subject to said Schedule

23 APPLICABLE LAW This Lease shall be construed n accordance with and shall be governed by the Jaws of the State «
Califorma  The prevailing party 1n any legal actuon to enforce any of the terms of this Lease or to recover for any breach of th
Lease shall be entitled to recover all atiomeys' fees and costs of suit from the other party The Lessee agrees that any htigation an
ing out of this Lease or any breach thereof shall be filed and conducted 1n the Californta Supenor Court for the Counlf' of Oran%
unless Lessor or 1ts Assignee selects an alternatve venue of htigation If any proviston of this Lease or any Schedule 1s held

applicable junsdiction to be invalid, 1llegal, unenforceable or otherwise prohibited, then such provision, as to such junsdiction, she
be  (a) meffectve to the extent of such prohibition without invalidaung the remaining provisions bereof, and (b replaced with
mutually acceptable, valid, legal and enforceable provision which comes closest to the intention of the parues Any such prohit
tion 1n any junsdiction shall not invalidate such provision 1 any other yunsdiction, and, where the provisions of any such applicab
law ma waived, they are hereby waived by Lessee and Lessor to the full extent permitted to the end that this Lease and ai
Schedule shall be deemed a valid and binding agreement 1n accordance with 1ts terms  No rental, delinquency, liquidated damay
or any other charges heretn or with respect to any Schedule are intended to exceed the maximum amount permitted by applicab
law If any such cbarges exceed such maximum, then such charges shall be reduced to the legally permitted maximum charge a1
Lessee will not be obligated to pay any amount 1n excess of that permitted by law or, if already paid, such excess shall be refundec

24 GENERAL Neither this Lease nor any Schedule shall bind Lessor in any manner, and no obligations of Lessor sh:
arise, until the respective instrument is duly executed by an authorized officer of Lessor If more than one Lessee 1s named
this Lease, the habx?uy of each shall be joint and several 1s Lease and each Schedule shall inure o the benefit of and be bindn
upon Lessor, Lessee and their respective successors except as expressly provided for herein  All representations, warrantie
indemniucs and covenants contained heren, or tn any document now or at any other ume delivered tn connection herewith, whi
by their nature would continue beyond the termination or expiration of this Lease, shall continue 1n full force and effect and sh:
survive the termination or exptration of this Lease

25 ENTIRE AGREEMENT This Lease, together with all duly executed Schedules, consttutes the entire agreement betwes
Lessee and Lessor with respect to the Equipment and shall supersede any and all pnior proposals, negotiations and/or oth
communications, oral or written, with resgfct to the Equpment NO MODIFICATION TO THIS AGREEMENT SHALL F
EFFECTIVE UNLESS MADE IN WRITING AND D EXECUTED BY LESSEE AND AN AUTHORIZED OFFICER (
LESSOR No oral or wniten (Fuaranty. promise, condition, representation or warranty shall be binding unless made a part of tt
Lease by duly executed addendum Unless specified otherwise, 1n the event any such duly executed modification 1s attached to as
made a part of any specific Schedule, the terms and conditions of such modification 1 apply only to that specific Schedule ai
shall not apply to any other Schedule

LBS&FANSTEEL INC, Lessor CELTIC LEASING -CORP ,
Signature /i. 7% uMﬂ‘. 2‘7&‘-— Signature M KW
Name R. Michael McEntee Name Todd R. Meyer /4

Title _Vice Presadent & C.F.O. Title _Vice President

Date Offered May 17, 1994 Date Accepted May 17, 1994

PLEASE INITIAL BELOW TO CERTIFY YOUR ACKNOWLEDGMENT AND AGREEMENT THAT NO MODIFICATION TO THIS
LEASE SHALL BE EFFECTIVE UNLESS IN WRITING AND SIGNED BY LESSEE AND AN AUTHORIZED OFFICER OF LESSOR

- Lessee Initials ZQM* E Lessor Initials &ZZ:
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TIC LEASE SCHEDULE No._03  AN\EXED TQ AND MADE A PART OF MASTER
CEL CELTIC LEASING CORP.—Lessor  ~oilesh > 03717104

2061 BUSINESS CENTER DRIVE, SUITE 200 « IRVINE, CALIFORNIA 92612 = (714) 263-3880 = FAX: (714) 263-1331

Lessee: FANSTEEL INC.

Corporate

Address ;__Number One Tantalum Place, North Chicago, IL 60064-3388 °

Contact :__R. Michael McEntee Title:_Vice Pregident Phone No._847-689-4900
Equipment

Location: 14115 Seaway Road, Gulfport, Mississippi, 39503

Contact :__Bob Lehman Title:_Plant Manager Phone No._228-868-1478

This Schedule is issued pursuant to the Master Lease referenced above between Lessee and Lessor, All of the terms and conditons of
the Master Lease are incorporated herein and made a part hereof as if such terms and conditions were set forth in this Schedule. By
their execution and delivery of this Schedule, the parties hereby reaffirm all of the terms and conditions of the Master Lease.,

Equipment Leased:
ITEM _OTY SERIAL NO. DESCRIPTION

VENDOR: Alpha Pregss Company, Inc.

1. AlLL 125581 Alpha...1 Skid, 125 Ton Standard Hydraulic Dry Press with 1 Box (mounted onto
Press Skid) containing 12 ft. FF41-002 Gum Tubing (1-1/2" x 5/32" wall), 5 Hose
Clsmps 5416K17, 1 Filter Element CC10, 1 Green Touch-up Paint {12 OZ Spray
Can) ¥HM61G20-SC

BASE TERM DEPOSIT APPLIED TO FINAL
MONTHLY RENT IN MONTHS  LAST BILLI CLE _ BILLINGCYCLE _ C NT DATE
$ 6,479.87 thirty six (36) ONE MONTH'S RENT Ouonmiy  [X]auarTency September 02, 1998
{APPLICABLE YAXES TO BE BILLED) . [Ceasnuaey [ annuarLy

By exccution hereof, the parties hereby reaffirm their acknowledgment and agreement that no modification
to this Lease shall be effective unless in writing and signed by Lessee and an authorized officer of Lessor.

OFFER ACCEPTANCE
Lessee:_FANSTEEL INC. " Lessor: CELTIC LEASING CORP.
Signature: \ W@M /Z.:fbk Signature: g?&/ /(’i‘/}""?’——-\
Name:_R. Michae! McEntes — Name:_Todd R. Meyear

Title:__Vice Prosident Date:_. q/[ /’”’ Title:__Vice President Date:_9/08/98

CAAY PO TR b B oot Pana (min= AN
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CELTIC LEASING CORP

Equipment Financing Specialist

Date:; September 08, 19598

Fansteel, Inc.
Number One Tantalum Place

North Chicago, L 60064-3388

RE: Lease Schedule No. 03, dated _09/08/98 (the "Schedule™), to Master Lease Agreement No. CML-0176-A
dated 5/17/94 (the "Lease"), by and between Celtic Leasing Corp., as Lessor, and Fansteel, Inc., as Lessee,
and all duly executed supplemental documentation relating to said Lease and Schedule (collectively, the
Lease, the Schedule, and all related supplemental documentation is herein referred to as the "Transaction”).

Ladies/Gentlemen:

Notwithstanding anything to the contrary contained in the above referenced Transaction, and to the limited
extent hereof, this Letter Agreement amends and supersedes said Transaction and is hereby incorporated by
reference therein.

It is hereby acknowledged that, provided Lessee gives Lessor not less than thirty (30) days prior written
notice and no event of Default has occurred or is continuing, Lessee may terminate the above referenced schedule
prior to the expiration of the eighth (08) quarter Base Term in accordance with the following terms and conditions:
(i) After Lessee has made eight (08) Base Term quarterly rental payments, Lessee may terminate the Schedule by
paying to Lessor an amount equal to fifty four and 50/100 percent (54.50%) of the total Equipment cost, plus any
accrued but unpaid late charges, taxes, penalties or any other sums due under the Lease.

~ If early termination is not elected by the Lessee as provided above, it is then further acknowledged that
Lessee has irrevocably elected to exercise its option to purchase or renew the Lease for the Equipment subject to
the above referenced Schedule as of the expiration of the Base Term of said Schedule at its then fair market value
("FMV™). At least six months prior to the expiration of the Base Term, Lessee shall provide Lessor with written
notice of its decision to: (a) purchase the Equipment; or (b) renew the Schedule. Lessee and Lessor hereby
mutually agree that: (i) if Lessee chooses (2), above, then the FMV purchase price shall be 28% of the
Equipment's original cost; and (ii) if Lessee chooses (b), above, then the FMV renewal of the Schedule shall
consist of a one year extension at the rental amount in effect as of the last billing cycle of the Base Term. In the
event Lessee fails to give Lessor written notice of its decision between (a) and (b), above, at least six months prior
to the expiration of the Base Term, then the Schedule shall automatically be extended in successive six month
intervals at the rental amount in effect as of the last billing cycle of the Base Term until such time that Lessor has
received at least six months advance written notice from Lessee of its decision. In this situation, the Lessee's
election of (a) or (b), above, shall become effective s of the expiration of the last six month extension.

Please acknowledge your acceptance by signing below and returning this Letter Agreement to Celtic
Leasing Corp. within ten days from the date hereof.

Sincerely,
CELTIC LEASING CORP.

/ M READ, ACKNOWLEDGED AND AGREED:
%7% ?’ ~  Fansteel, Inec.
Todd R. Meyer ' M M f {
Vice President By : . w/

Name : _R, Michael McEntee .
TRM/cja Title : __Vice President Date; Q/ W_

LALAPROOOO . i .
2061 Business Center Drive, Suite 200 « irvine, California 92612 ¢ Tel: 949.263-3880 » FAX: 949-263-1331
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= TN ——  Stace orptgemspes pc-s
Financing Statement
UCC-01
+ 1 Debtors (Last Name first for individuals) Book & Page Filed with
| L _Fansteel, Inc _
Last Name First Name Middle Name | Last Name Furst Name Middic Name
Number One Tantalum Place
Mailing Address Maling Address
North Chacago I L. . 60064-3386' ) )
City | Sue | CyCd | ZiP fCy | Sute [ Ciyca | ziP
- [ Trensmutting Utility B
| Tax ID/SSN | Tax ID/SSN ]
2 Secured Party (Last Name first for individuals) 3 Assignee (Last Name first for indrviduals)
Celtic Leasing Corp. NBD Equipment Fainance, Inc.
Business Name Bustness Name
| ter Drve 660 _Woodward Ave,, #200
Maling Address Mailing Address
Irvane ca OR 92612 Detroat MI 48226
City [Sae [Cycad [ zie City ~{Suie {Cycd | ziP
Tax ID/SSN { Tax ID/SSN T
4 This financing statement covers the following types (or items) of property
=r
o
. P
Leased property more fully described on Exhibat "A" attached hereto and Pt
made a part hereof. o
(Ref.: QI~0176-A/3)
- ! o
S Check if this statement 1s filed without the Debtor’s signature to perfect a security interest in collateral - =
O alrcady subject to a secunity interest tn another jurisdiction when st was brought into this state or when Debtor’s location was «':'1_‘,‘080_@'& 03
changed to this state oo g
{7 whichis proceeds if the secunty interest in the origmal collateral O where the onginal filing has lapsed I i =
was perfected o o
acquircd after a change of name 1dentity, or corporate structure of 1f lien to secure payment of royalty proceeds g ] o 2
the Debtor (effective | year) ggggg o
SZ<sS B
O P
heck if covered [J Products of Collateral 7 Number of additional sheets attached a3 =

I KW/WQJ - f b

| Signature of Debtor

] Signature of Sccured Party

nl—

ygnature of Debtor

Signature of Secured Party
(Required only when filed without Debtor Signature)
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Exhibit "A"

to

UNIFORM COMMERCIAL CODE - FINANCING STATEMENT - FORM UCC-]

Debtor Corporate Address  Number One Tantalum Place, North Chicago, IL 60064-3388

Property Location 14115 Seaway Road, Gulfport, Mississipp1, 39503

s avesdol

Descnption of Property Covered
ITEM QTY_ SERIAL NO DESCRIPTION

All equipment and other personal property and all modifications and additions thereto and replacements and substitutions therefor, 1
whole orin part, now or hereafter covered by that certain Lease Schedule No 03, dated 9[05{21 » to Master Lease Agreement N¢
CML-0176-A, dated 05/17/94, between Celtic Leasing Corp, as Lessor, and Debtor, as Lessee Said cquipment 15 expected t
include, but 1s not limited to, the items listed below, as follows

VENDOR Alpha Press Company, Inc

1 ALL 125581 Alpha 1 Skid, 125 Ton Standard Hydraulic Dry Press with 1 Box (mounted onto
Press Skid) containing 12 ft FF41-002 Gum Tubing {1-1/2" x 5/32" wall), 5 Hose
Clamps 5416K17, 1 Filter Element CC10, 1 Green Touch-up Paint {12 OZ Spray
Can) #H61G20-SC

Including all attachments and accessories thereto, and all proceeds thereof, mcluding proceeds in the form of goods, accounts, chatt
paper, documents, instruments, contract rights and general intangibles

Ths filing 1s for precaution ry purposes in connection with a leasing transaction and 1s not to be construed as indicating that th
transaction 1s other than a true lease

Debtor _FANSTEEL INC. Secured Party _CELTIC LEASING CORP
SlgMMN MMML ﬁ&c_ Signature O,«J\ ﬂ’) M
Name _R_Michael McEntee Name A?z_t;}d%Mevcr CARL q’ AGAMATRA

ra
Title __ Vice President Tatle ,,‘Vlce resident

IRY IV L TRTYL 3
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE
In re: Chapter 11

FANSTEEL INC., et al.,! Case No. 02-10109 (JJF)

(Jointly Administered)

Debtors.

ORDER UNDER 11 U.S.C. § 105(A) AND FED.R.BANKR.P. 9019
APPROVING COMPROMISE BETWEEN FANSTEEL INC.,
CELTIC LEASING CORP. AND BANC ONE LEASING CORPORATION

Upon consideration of the Motion for Order Under 11 U.S.C. §105(a) and
Fed.R.Bankr.P. 9019 Approving Compromise Between Fansteel Inc., Celtic Leasing
Corp. and Banc One Leasing Corporation (the “Motion”), filed by the debtors and
debtors-in-possession herein (the “Debtors™); and it appearing that the relief requested in
the Motion is in the best interests of the Debtors, their estates, creditors, other parties in
interest, and the public welfare, and may be authorized pursuant to Fed.R.Bankr.P.
9019(a); and notice of the Motion having been provided to the Office of the United States
Trustee, the Official Committee of Unsecured Creditors, the remaining secured creditors,
and those parties who have requested special notice pursuant to Fed.R.Bankr.P. 2002 (i);

and it appearing that no other or further notice need be given; and after due deliberation

! 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. and American Sintered Technologies,
Inc.

27311-001\DOCS_DE 65735.1



and sufficient cause appearing therefor, it is hereby

ORDERED that the Motion for Order Under 11 U.S.C. §105(a) and
Fed.R.Bankr.P. 9019 Approving Compromise Between Fansteel Inc., Celtic Leasing
Corp. and Banc One Leasing Corporation is granted, and it is further

ORDERED that this Court retains jurisdiction with respect to all matters

arising from or related to the implementation of the Settlement Agreement or this Order.

Dated: , 2003

The Honorable Joseph J. Famnan, Jr.
United States District Court Judge

27311-001\DOCS_DE 65735.1



