
IN THE UNITED STATES BANKRUPTCY COURT

FOR THE DISTRICT OF DELAWARE

In re: ) Chapter 11

FANSTEEL INC., et al.,l ) Case No. 02-10109 (JJF)
) (Jointly Administered)

Debtors. )

Objection Deadline: May 1, 2003 at 4:00 p.m.
(Hearing only if objections are filed)

NOTICE OF MOTION FOR ORDER AUTHORIZING THE SALE OF CERTAIN REAL
ESTATE UNDER 11 U.S.C. §§ 105,363 AND 1146(c) FREE AND CLEAR OF ALL

LIENS, CLAIMS, INTERESTS, SET OFF RIGHTS AND ENCUMBRANCES

TO: ALL PARTIES ENTITLED TO NOTICE PURSUANT TO LOCAL BANKRUPTCY
RULE 2002-1(B):

On April 11, 2003, Fansteel Inc. ("Fansteel") and Escast, Inc. ("Escast"), debtors

and debtors-in-possession in the above-captioned cases, filed the attached Motion For Order

Authorizing The Sale Of Certain Real Estate Under 11 U.S.C. §§ 105, 363 and 1146(c) Free

And Clear Of All Liens, Claims, Interests, Set Off Rights and Encumbrances (the "Motion").

Objections or responses, if any, to the Motion, must be filed with the United

States Bankruptcy Court for the District of Delaware, 824 Market Street, Wilmington, Delaware

19801 on or before May 1, 2003 at 4:00 p.m. Eastern Time. At the same time, you must also

serve a copy of the response or objection upon co-counsel for Fansteel and Escast: (i) Pachulski,

Stang, Ziehl, Young & Jones P.C., 919 North Market Street, Suite 1600, P.O. Box 8705,

Wilmington, Delaware 19899-8705 (courier 19801) (Attn: Laura Davis Jones, Esq.), and (ii)

Schulte Roth & Zabel LLP, 919 Third Avenue, New York, New York 10022 (Attn: Jeffrey S.

Sabin, Esq.); and (iii) the Office of the United States Trustee (Attn: David Buchbinder, Esq.),

I 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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844 King Street, Suite 2313, Lockbox 35, Wilmington, Delaware 19801.

IF YOU FAIL TO RESPOND IN ACCORDANCE WITH THIS NOTICE, THE

COURT MAY GRANT THE RELIEF REQUESTED BY THE MOTION WITHOUT

FURTHER NOTICE OR HEARING.

Dated: April 11, 2003
SCHULTE ROTH & ZABEL LLP
Jeffrey S. Sabin (JSS-7600)
Lawrence V. Gelber (LVG-93 84)
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
P.C.

aura Davi Jnes (Bar No. 2436)
Hamid Rafatjoo (CA Bar No. 181564)
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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IN THE UNITED STATES BANKRUPTCY COURT

FOR THE DISTRICT OF DELAWARE

In re: ) Chapter l 1

FANSTEEL INC., et al.,l ) Case No. 02-10109 (JJF)
) (Jointly Administered)

Debtors. )

Objection Deadline: May 1, 2003 at 4:00 p.m.
(Hearing only if objections are filed)

MOTION FOR ORDER AUTHORIZING THE SALE OF CERTAIN REAL ESTATE
UNDER 11 U.S.C. §§ 105, 363 AND 1146(c) FREE AND CLEAR OF ALL LIENS,

CLAIMS, INTERESTS, SET OFF RIGHTS AND ENCUMBRANCES

Fansteel Inc. ("Fansteel") and Escast, Inc. ("Escast") debtors and debtors-in-

possession in the above-captioned cases hereby move this Court (the "Motion") for an Order

Authorizing The Sale Of Certain Real Estate Under 11 U.S.C. §§ 105, 363 and 1146(c) Free

And Clear Of All Liens, Claims, Interests, Set Off Rights And Encumbrances (the "Motion"). In

support of this Motion, Fansteel and Escast respectfully represent as follows:

Background

1. On January 15, 2002 (the "Petition Date"), Fansteel and Escast each filed

with this Court voluntary petitions for relief under 1 1 U.S.C. §§ 1 01 et se., as amended (the

"Bankruptcy Code"). Fansteel and Escast continue to operate their business and manage their

affairs as a debtors-in-possession pursuant to sections 1 107(a) and 1 108 of the Bankruptcy Code.

No trustee or examiner has been appointed in any of the chapter 1 1 cases (the "Cases"). A

creditors' committee (the "Committee") was appointed in these Cases on January 28, 2002.

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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Debtors' Structure And Operations

2. Fansteel and the other seven debtors, (each a direct or indirect wholly-

owned subsidiary of Fansteel) (collectively, the "Debtors") have been engaged for over 70 years

in the business of manufacturing and marketing specialty metal products, with today's operations

being conducted at ten manufacturing facilities (five of which are owned by Fansteel) in nine

states. Collectively, the Debtors have approximately 1,250 employees, substantially all on a full-

time basis, including approximately 365 employees that are working under collective bargaining

agreements with four different unions. Each Debtor is operated separately, with separate

employees, separate operations and separately maintained books and records.

The Sarasota Operations

3. Escast historically operated an automatic equipment and tooling division

in a 5,000 square foot production facility owned by Escast and located at 2080 Limbus Avenue,

Sarasota, Florida (the "Sarasota Facility").2 Prior to the October, 2002 cessation of operations at

the site, the Sarasota Facility supplied investment casting foundries with automatic wax injection

presses, pattern assembly machines, and custom pattern tooling.

Jurisdiction and Venue

4. This Court has jurisdiction over this matter under 28 U.S.C. §§ 157 and

1334. Venue is proper under 28 U.S.C. §§ 1408 and 1409. This is a core proceeding as defined

in 28 U.S.C. § 157(b)(2). The statutory predicates for relief are 11 U.S.C. §§ 105, 363 and

1146(c) and Fed. R. Bankr. P. 6004(f).

2 The Sarasota Facility includes the land, building and improvements thereon.
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Relief Requested

5. By this Motion, Fansteel and Escast seek entry of an order approving

Escast's sale of the Sarasota Facility, free and clear of all liens, claims, interests, set off rights

and other encumbrances.

Basis For Relief

6. As described above, Escast no longer conducts any operations at the

Sarasota Facility, and the machinery and the equipment located at that facility has been sold

pursuant to a prior order of this Court [Docket No. 688]. Accordingly, Escast has determined, in

an exercise of its sound business judgment, that the sale of the Sarasota Facility is the best means

to maximize its value for the benefit of Escast's estate and creditors. The Sarasota Facility would

be sold free and clear of all liens, claims, interests, set off rights and other encumbrances

(collectively, the "Liens"), with all valid Liens, if any, to attach to the net proceeds of the sales

(the "Net Proceeds") to the extent of such proceeds and in the order of their priority, with the

same validity, force, and effect that they now have against the Sarasota Facility. To the best of

Escast's knowledge, the only known Liens are the liens of Congress Financial Corporation, the

Debtors' postpetition lender ("Congress"), which previously has consented to the sale of the

Sarasota Facility pursuant to the "Amendment" described in paragraph 10 herein.

7. The Debtors have not incurred, nor do they anticipate incurring, any post-

petition debt under the DIP loan agreement (the "DIP Agreement") during this sale process.

However, the Debtors are required to apply the Net Proceeds as set forth in the "Final Order

Authorizing Debtors To Incur Post-Petition Debt, Grant Liens And Provide Other Security And
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Other Relief To Congress Financial Corporation (Central)" entered May 21, 2002 by this Court

(the "DIP Order").

8. Section l(b) (viii) of the DIP Order provides in relevant part:

Sale of Assets. Notwithstanding anything to the contrary in Section 9.7 of the
Loan Agreement, the Debtors may seek to sell substantially all of the assets or all
of the outstanding and issued capital stock of any Borrower or operating unit of
any Borrower upon motion under Code §363. The Debtors shall apply the
proceeds of any such sale to the outstanding amounts under the Loan Agreement,
and the Debtors shall deposit into an escrow account any amounts in excess of the
outstanding amounts under the Loan Agreement, pending further order of this
Court or agreement of the Committee with respect to the use of such amounts.

9. Further, section 4(b) of the DIP Order provides that Congress must

consent to any order that authorizes the Debtors' use of cash collateral, such as the Net Proceeds.

10. In the absence of any Liens other than the blanket Lien of Congress, the

Net Proceeds are subject to the Third Amendment To Loan And Security Agreement, dated as of

January 10, 2003 (the "Amendment"), a copy of which is attached hereto as Exhibit A. The

Amendment provides in relevant part:

Consent Regarding Use of Proceeds from Escast Fixed Asset Sales. Subject to
the terms and conditions hereof, Borrowers and Lender hereby agree that all of
the proceeds from the consummation of the Escast Fixed Asset Sales (the "Sales
Proceeds") shall be deposited in an account controlled by the Lender pursuant to a
control agreement satisfactory to Lender. So long as no Event of Default has
occurred and is continuing, the Sale Proceeds may be withdrawn from such
account by Borrowers and used in a manner agreed to by Borrowers and the
committee of unsecured creditors appointed in the Bankruptcy Case and
consented to by Lender (with such proceeds remaining in such account that is
controlled by the Lender if an Event of Default has occurred and is continuing).

11. Fansteel and Escast believe that the sale of the Sarasota Facility will

enable Escast to avoid unwarranted, future expenditures for insurance, maintenance upkeep and
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security for the property, as well as safeguard against the decline in the value of the property if it

is not used by Escast.

The Proposed Transaction

12. By order entered February 14, 2003, this Court approved the retention of

Michael Saunders and Company ("Saunders") as real estate broker for Escast in connection with

the sale of the Sarasota Facility (the "Retention Order") [Docket No. 780]. As described more

fully in the Debtors' motion for entry of the Retention Order, dated January 13, 2003 (the

"Retention Motion") [Docket # 690], Saunders was employed to (a) identify prospective buyers,

prepare information packages, and market the Sarasota Facility to prospective buyers; and (b)

assist Escast with the negotiation of the terms, and consummation of the sale, of the Sarasota

Facility. As compensation for its services, Saunders is entitled to 7% of the total purchase price

of the Sarasota Facility. Motion 1 9-10.

13. The Retention Motion also provided that Escast would "seek approval of

this Court for any sale transaction negotiated by Saunders by a motion approving the sale, but

will not file a subsequent motion to auction of the property since the Listing Agreement serves

that same purpose." Motion, n.4.

14. Since mid-February, 2003 Saunders has marketed the Sarasota Facility

extensively by, among other things:

(a) Posting multiple "For Sale" signs on the property;

(b) Advertising the property in the Bradenton Herald, the Sarasota Herald-
Tribune and local newspapers' classified and display sections, as well as various real estate
publications;
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(c) Circulating a property data sheet to all cooperating Realtors in each of the

Manatee and Sarasota Board of Realtors and to likely prospects;

(d) Conducting a search through Saunders' prospect books to find possible
buyers in the market for this type of property;

(e) Printing and distributing single sheet flyers showing the property and its
features along with a floor plan and survey;

(f) Conducting a direct mailing campaign, using full-color marketing flyers, to

the 4,100 Florida industries that are currently on Saunders' mailing lists (this list also includes
the Fortune 500 and the top 200 privately-owned businesses in Florida);

(g) Circulating the property information to Brokers of the Society of Industrial
and Office Realtors on a regional basis and to the membership of the National Association Of
Industrial and Office Park;

(h) Conducting a formal presentation of the property to the Manatee and
Sarasota Board of Realtors, Commercial Investment Divisions;

(i) Canvassing companies in the surrounding Tampa Bay area to offer the
property to them; and

(i) Listing the property on the Sarasota-industrial.com web site as well as
Saunders' web site.

15. To date, the best and highest offer received for the Sarasota Facility was

from Mr. Rick Dring (the "Purchaser"), pursuant to a sale contract dated March 13, 2003 (the

"Sale Contract"), a copy of which is attached hereto as Exhibit B. The Purchaser has agreed to

purchase Escast's interest in the Sarasota Facility as specified in the Sale Contract for the

aggregate price of $265,000. In accordance with the terms of the Sale Contract, the Purchaser

has deposited $5,000 in Saunders' escrow account with an additional $5,000 due April 18, 2003

to be paid to Escast at closing. In addition, the Sale Contract provides that the Purchaser will

also pay Escast an additional $30,000 in cash at closing. The remaining $225,000.00 will be

financed by Horizon Bancorporation, Inc. ("Horizon"). Attached as Exhibit C is a copy of the

Purchaser's financing approval letter from Horizon.
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16. The Purchaser has been advised that Escast is the subject of a case under

Chapter 11 and that, accordingly, the Sale Contract is expressly subject to entry of an order of

this Court authorizing and approving the proposed sale, free and clear of liens, claims, interests,

set off rights and encumbrances. In the event the proposed sale is approved by the Court, the

closing will occur not later than ten (10) days after the entry of a final order approving the sale,

but in no event later than May 30, 2003.

17. The specific terms and conditions of the Purchaser's offer are contained in

the Sale Contract, and the foregoing constitutes only a summary of the highlights thereof. The

Purchaser has acknowledged that the sale may be subject to competitive bidding before this

Court.

Applicable Authority

18. The Sale is Within Escast's Sound Business Judgment. Section 363(b) of

the Bankruptcy Code provides that a debtor "after notice and a hearing, may use, sell or lease,

other than in the ordinary course of business, property of the estate." To approve a use, sale or

lease of property other than in the ordinary course of business, the Court must find "some

articulated businessjustification." See In re Martin (Myers v. Martin), 91 F.3d 389, 395 (3d Cir.

1996); In re Abbotts Dairies of Penn.. Inc.. 788 F.2d 143 (3d Cir. 1986) (requiring good faith); In

re Delaware and Hudson Ry. Co., 124 B.R. 169 (D. Del. 1991) (concluding that the requirements

for a sale outside the ordinary course of business included 1) a sound business purpose, 2)

adequate and reasonable notice, 3) a fair and reasonable price, and 4) a good faith purchaser).

19. Sound Business Purpose. Sound business reasons exist for Escast to sell

the Sarasota Facility as outlined in this Motion. The Sarasota Facility is of no use or value to the
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Escast's estate, except as an asset to be liquidated for the benefit of its estate and creditors.

Escast thus seeks authorization to sell the property in order to defray additional costs associated

with the continued maintenance of the Sarasota Facility.

20. Adequate and Sufficient Notice. In view of the Debtors' previous

marketing efforts with respect to the Sarasota Facility, and in accordance with Del. Bankr. L.R.

2002-1(b), the Debtors will serve notice of this Motion on the following parties-in-interest:

(i) the Office of the United States Trustee; (ii) counsel to Congress; (iii) counsel to the

Committee; (iv) all parties that have expressed a bona fide interest in acquiring the Sarasota

Facility during the past 12 months; (v) each taxing authority known to the Debtors to have a

potential interest in the Sarasota Facility, if any; (vi) Saunders (vii) the Purchaser; and (viii) all

parties that have filed requests for notices in these cases pursuant to Fed. R. Bankr. P. 2002.

21. The Debtors believe that the foregoing notice is good and sufficient under

the particular circumstances and reasonably calculated to provide timely and adequate notice to

the Debtors' major creditor constituencies, those persons most interested in these cases and those

persons potentially interested in bidding on the Sarasota Facility. Escast thus submits that such

notice is sufficient for entry of an order granting the relief requested in this Motion.

22. Fair & Reasonable Consideration. Escast submits that the proposed sale

of the Sarasota Facility will provide fair and reasonable consideration to Escast's estate. Prior to

entering into the Sale Agreement, Escast, together with Saunders, marketed the Sarasota Facility

since mid-February 2003 through the use of, among other things, printed brochures, directed

mailings to Saunders' clients and area brokers, and advertisement of the property. The offer from

the Purchaser is the highest and best offer received to date and Escast believes that it is
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extremely unlikely that additional marketing would result in significantly greater net proceeds to

Escast's estate.

23. In addition, the sale of the Sarasota Facility has been, and continues to be,

subject to competing bids, since this Motion will be served upon all parties that have expressed

an interest in the Sarasota Facility, ensuring that Escast will receive the highest or best value for

the property. Thus, the fairness and reasonableness of the consideration to be received by Escast

ultimately will be demonstrated by a "market check" and auction process -- the best means for

establishing whether a fair and reasonable price is being paid.

24. Good Faith Under Section 363(m). Section 363(m) of the Bankruptcy

Code provides that:

[t]he reversal or modification on appeal of an authorization under subsection (b)
or (c) of this section of a sale or lease of property does not affect the validity of a
sale or lease under such authorization to an entity that purchased or leased such
property in good faith, whether or not such entity knew of the pendency of the
appeal, unless such authorization and such sale or lease were stayed pending
appeal.

11 U.S.C. § 363(m).

25. While the Bankruptcy Code does not define "good faith", the Third Circuit

in In re Abbotts Dairies of Pennsylvania, Inc., 788 F.2d 143 (3d Cir. 1986) has held that:

[t]he requirement that a purchaser act in good faith ... speaks to the integrity of
his conduct in the course of the sale proceedings. Typically, the misconduct that
would destroy a purchaser's good faith status at a judicial sale involves fraud,
collusion between the purchaser and other bidders or the trustee, or an attempt to
take grossly unfair advantage of other bidders.

788 F.2d at 147 (citations omitted). Fansteel and Escast submit that (i) the proposed sale is the

subject of arm's length negotiations between the Purchaser and Escast and Saunders; (ii) the

Purchaser has no affiliation with Escast or the other Debtors; (iii) to the best of Escast's

27311-001\DOCSDE:68681. 194107854 _9_



knowledge, the Purchaser has taken no action to chill or otherwise collude with any other party

to restrict bidding on the Sarasota Facility; and (iv) the auction process ensured that the

Purchaser has not exerted undue influence over Escast or any other Debtors. Escast thus requests

that the Court make a finding that the Purchaser acted in good faith within the meaning of

section 363(m) of the Bankruptcy Code.

26. The Sale Satisfies The Requirements Of Section 363(f) For A Sale Free

And Clear Of Liens. Claims. Interests, And Encumbrances. Escast seeks to sell the Sarasota

Facility free and clear of all liens, encumbrances and interests (other than the Lien of Congress).

Section 363(f) of the Bankruptcy Code provides:

The trustee may sell property under subsection (b) or (c) of this section free and clear of
any interest in such property of an entity other than the estate, only if --

(1) applicable nonbankruptcy law permits sale of such property free and clear of
such interest;

(2) such entity consents;

(3) such interest is a lien and the price at which such property is to be sold is
greater than the aggregate value of all liens on such property;

(4) such interest is in bona fide dispute; or

(5) such entity could be compelled, in a legal or equitable proceeding, to accept a
money satisfaction of such interest.

11 U.S.C. § 363(f). Because section 363(f) is drafted in the disjunctive, satisfaction of any one

of its five requirements will suffice to approve Escast's sale of the Sarasota Facility free and clear

of liens, claims, interests, and other encumbrances (collectively, the "Liens"). See 11 U.S.C.

§ 363(f); Citicorp Homeowners Servs., Inc. v. Elliot (In re Elliot) 94 B.R. 343 (E.D. Pa. 1988)

(Bankruptcy Code section 363(f) written in disjunctive; court may approve sale "free and clear"

provided at least one of the subsections is met).
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27. With the exception of the Congress' Lien, Fansteel and Escast do not

believe that any parties hold an interest in the Sarasota Facility. If and to the extent Escast

identifies any parties that do hold such an interest, Escast will obtain any necessary consent of

such parties prior to or at the sale hearing, thereby satisfying subsection 363(f)(2). Moreover, to

the extent there exist other possible holders of interests, Escast submits that one of the

subsections of section 363(f) applies, and that any such interest will be adequately protected by

having it attach to the net proceeds of the sale, subject to any claims and defenses Escast may

possess with respect thereto.

28. Authorization of the sale of the Sarasota Facility as outlined herein free

and clear of Liens also is appropriate because any such Liens will attach to the Net Proceeds of

sale in the same order of priority as the Liens previously attached to the Sarasota Facility.

Accordingly, each lienholder, even the holder of a Lien with respect to which no Net Proceeds

will be available because of the existence of prior liens, will realize the indubitable equivalent of

its claim in accordance with section 363(f) of the Bankruptcy Code. Accordingly, the sale

should be approved under section 363(f) of the Bankruptcy Code.

29. The Debtor's Request For Relief From Transfer Taxes Under Section

1146(c) Should be Granted. Section 1146(c) of the Bankruptcy Code provides that "the making

or delivery of an instrument of transfer under a plan confirmed under section 1129 of this title

may not be taxed under any law imposing a stamp or similar tax." The Third Circuit has

construed this provision to include transfers under a sale outside of, but in furtherance of

effectuating, a plan of reorganization. See Director of Revenue. State of Delaware v. CCA

Partnership (In re CCA Partnership), 70 B.R. 696 (Bankr. D. Del.), affd 72 B.R. 765 (D. Del.),

affd 833 F.2d 304 (3d Cir. 1987).
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30. Fansteel and Escast are seeking Court approval of the sale of the Sarasota

Facility to, among other things, facilitate the formulation and ultimate confirmation of a plan of

reorganization that will yield the highest possible return to Escast's creditors. In light of the

foregoing, Fansteel and Escast respectfully submit that the proposed sale of the Sarasota Facility

is a necessary step toward a reorganization plan and, accordingly, should be exempt from any

stamp tax or similar taxes under section 1146(c) of the Bankruptcy Code.

31. In light of the foregoing, the sale of the Sarasota Facility is in the best

interests of the Escast estate and creditors and should be approved by this Court.

Notice

32. Notice of this Motion has been given to all parties entitled to notice under

Local Bankruptcy Rule 2002-1(b) and all parties that have expressed an interest in the Sarasota

Facility. Escast submits that in light of the nature of the relief requested, no other or further

notice need be given.

[Remainder of Page Intentionally Left Blank]
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WHEREFORE, Fansteel and Escast respectfully request that the Court (a) enter

an order authorizing the sale of the Sarasota Facility free and clear of all Liens, and (b) grant

Fansteel and Escast such other and further relief as is just and proper.

Dated: April 11, 2003 SCHULTE, ROTH & ZABEL LLP
Jeffrey S. Sabin (JSS-7600)
Lawrence V. Gelber (LVG-93 84)
Michael R. Mitchell (MRM-9279)
919 Third Avenue
New York, New York 10022
Telephone: (212) 756-2000
Facsimile: (212) 593-5955

and

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

Laura Davls Jones (Bar No. 2436)
/Hamid Rafatjoo (CA Bar No. 181564)
Rosalie L. Spelman (Bar No. 4153)
919 North Market Street, 16th Floor
P.O. Box 8705
Wilmington, Delaware 19899-8705 (Courier 19801)
Telephone: (302) 652-4100
Facsimile: (302) 652-4400

Co-Counsel for the Debtors and
Debtors-in-Possession
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Exhibit A
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CONSENT AND THID A1%UENDMENT TO

LOAN AND SECURITY AGREEMENT

This Consent and Third Amendment to Loan and Security Agreement (the

'Third Amendment") is made as of January 10, 2003, between Congress Financial Corporation

(Central) ("Lender") and Fansteel Inc., CHAPTER 11 DEBTOR-IN-POSSESSION, a

Delaware corporation ("Fansteel'), Fansteel Holdings, Inc., CHAPTER 11 DEBTOR-IN-

POSSESSION, a Delaware corporation ("Holding Sub'), Custom Technologies Corp.,

CHAPTER 11 DEBTOR-IN-POSSESSION, a Delaware corporation ("Custom"), Escast, Inc.,

CHAPTER 11 DBTfOR-IN-POSSESSION, an Illinois corporation ("Escast"), Wellman

Dynamics Corp., CHAPTER I I DEBTOR-IN-POSSESSION, a Delaware corporation

("Wellman'), Washington Manufacturing Company, Inc., CHAPTER 11 DEBTOR-IN-

POSSESSION, a Delaware corporation ("Washington"), Phoenix Aerospace Corp., CHAPTER

11 DEBTOR-IN-POSSESSION, a Delaware corporation ("Phoenix"), Arniecan Sintered

Technologies, Inc., CHAPTER It DEBTOR-XN-POSSESSION, a Delaware corporation

C'American"; American, Pansteel, Hdolding Sub, Custom, Escast, Wellman, Washington and

Phoenix are collectively "Borrowers" and individually a "Borrower').

RECITALS

WHEREAS, Borrowers and Lender are parties to that certain Loan and Security

Agreement dated May 2, 2002 (as the same has been amended, supplemented or otherwise

modified, the "Loan Agreement") and various other documents, instruments and agreements (as

amended, supplemented or otherwise modified fiom time to time, the 'Tinancing

Agreements");

WHEREAS, Eseast has proposed to sell (i) its real estate located at 2080 Limbus

Avenue in Sarasota, Florida (the "Sarasota Premises") (the "Escast Real Estate Sale")and (ii)

the Equipment of Escast that is located at the Sarasota Premises and identified in the July 3,

2002 Appraisal prepared by Standard Industrial Machinery Co., Inc., a copy of which is

attached hereto as Exhibit A (the "Escast Equipment Sale" and, together with the Escast Real

Estate Sale, the "Escast Fixed Asset Sales"); and

WHEREAS, Lender and Borrowers have agreed to amend the EBITDA

covenant set forth in Loan Agreement as set forth herein;

NOW THEREFORE, in consideration of the provisions set forth herein, and for

other good and valuable consideration, the receipt of which is hereby acknowledged, the parties

hereto agree as follows:

1. Defined Terns. Unless otherwise defined herein, capitalized terms

used herein shall have the same meanings herein as given to such terms in the Loan

Agreement.

2. Consent to Escast Fixed Asset Sales. Subject to the terms and

conditions hereof, Lender hereby consents to the consummation of the Escast Fixed Asset
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Sales. The foregoing consent shall not constitute (a) a modification or alteration of the terms,

conditions or covenants of the Loan Agreement or any document entered into in connection

therewith, or (b) a waiver of any Events of Default that may exist, or a waiver, Telease or

limitation upon the exercise by Lender of any of its rights, legal or equitable, hereunder,

except as to the matters to which Lender herein expressly consents. Except as set forth

herein, Lender reserves any and all rights and remedies which it has had, has or may have

under the Loan Agreement.

3. Consent e ard se of ds from Escast Fixed Asset Sales.

Subject to the terms and conditions hereof, Borrowers and Lender hereby agree that all of the

proceeds from the consunmation of the Escast Fixed Asset Sales (the "Sale Proceeds") shall

be deposited in an account controlled by the Lender pursuant to a control agreement

satisfactory to Lender. So long as no Event of Default has occurred and is continuing, the

Sale Proceeds may be withdrawn from such account by Borrowers and used in a manner

agreed to by Borrowers and the committee of unsecured creditors appointed in the

Bankruptcy Case and consented to by Lender (with such proceeds remaining in such account

that is controlled by the Lender if an Event of Default has occurred and is continuing).

4. Amendment to Loan Agreemet Subject to the terms and conditions

hereof, effective as of December 31, 2002, Section 9.17 of the Loan Agreement is amended

and restated in its entirety, as follows:

'9.17 EBUDA Covenat

Borrowers shall not permit EBITDA to be less than (a) ($950,000), for the three

month period ending on March 31, 2003, (b) ($1,300,000) for the six (6) month period ending

on June 30, 2003, (c) ($1,750,000), for the nine (9) month period ending on September 30,

2003, (d) ($1,700,000), for the twelve (12) month period ending on December 31, 2003 or (e)

$3,000,000, for any twelve (12) month period ending on any March 31, June 30, September 30

or December 31 thereafter; provided, that the foregoing covenant shall not become applicable

until the date upon which either (i) the outstanding balance of the Loans and Letter of Credit

Accommodations is equal to or greater than $2,500,000 or (ii) Excess Availability is equal to or

less than $2,500,000 (and the foregoing covenant shall be applicable at all times on and after

any date upon which either (i) the outstanding balance of the Loans and Letter of Credit

Accommodations is equal to or greater than $2,500,000 or (ii) Excess Availability is equal to or

less than $2,500,000). "

5. Condition. This Third Amendment shall be effective upon (i) its

execution and delivery by all parties hereto, (ii) the Bankruptcy Court's approval of the terms

of this Third Amendment and (iii) the payment by Borrowers of an amendment fee of

$25,000 to Lender, which amendment fee shall be (a) in consideration and the terms of this

Third Amendment and in consideration of the Lender's November 25, 2002 letter waiving

Borrowers' violation of Section 9.17 of the Loan Agreement for the period ended September

30, 2002, (b) non-refuidable and fully earned as of the date hereof and (c) in addition to, and

not in lieu of, all other fees charged to Borrowers under the Financing Agreements.
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6. Miscellaneous.

(a) Expenses. Borrowers agree to pay, on demand, all costs and expenses of

Lender (including the fees and expenses of outside counsel for Lender) in connection with the

preparation, negotiation, execution, delivery and adnAnistration of this Third Amendment and

all other instruments or documents provided for herein or delivered or to be delivered hereunder

or in connection herewith. AU obligations provided in this Section 6(a) shall survive any

termination of the Loan Agreement as amended hereby.

(b) No Default: Accuracv of Representations and Warranties. Borrowers

represent and wairant that (i) no Default orEvent of Default has occurred and is contuing and

(ii) the representations and warranties contained in the Loan Agreement and the other

Financing Agreements are true and accurate in all material respects as of the date hereof with

the same force and effect as if such had been made on and as of the date hereof (other than

those which, by their terms, specifically are made as of certain date prior to the date hereof).

(c) Governing Law. This Third Amendment shall be a contract made under

and governed by the internal laws of the State of Illinois.

(d) Couterparts. This Third Amendment may be executed in any number of

counterparts, and by the parties hereto on the same or separate counterparts, and each such

counterpart, when executed and delivered, shall be deemed to be an original, but all such

counterparts shall together constitute but one and the same amendment.

(e) Successors. This Third Amendment shall be binding upon Borrowers

and Lender and their respective successors and assigns, and shall inure to the benefit of

Borrowers, Lender and their respective successors and assigns.

(f) Ratification. Except as herein amended, the Loan Agreement shall

remain unchanged and in full force and effec, and is hereby ratified in all respects.
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IN WITNESS WHEREOF, the parties hereto have caused this Third

Amendment to be executed by their respective officers thereunto duly authorized and delivered

at Chicago, IMinois as of the date first above written.

LENDER BORROWERS

CONGRESS FINANCIAL CORPORATION
(CENTRAL)

By
Title ftT qwV

FANSTEEL INC.

By
Title

FANSTEEL HOLDINGS, INC.

By
Title

CUSTOM TECHNOLOGIES CORP.

By
Title

__

ESCAST, INC.

By
Title

.

.



TN WNINMSS WHMEOF, the parties hereto bavo caused this Thid

Axnldmemlt to be executed by their respective ofcer tleemto duly authorized and deivared

at Chicago, Dlinois as of to datz first above written

LEMP 
B WHS

CONGRESS FIWANCIAL CORPORATION IANSTEL INC.

(CUNTRAL)

Title 
Title

BANSTEEL HOLDINGS, INC.

By _______
Titl

CUSTOM TECENOLOGIES CORP.

By _______
Title Ago~ ow

BSCAST, INC.

By___ __ __ __
Title



WELLMAN DYNAMICS CO1)P.

By 'e7 $9ok
Title__ea

WASHINGTON MA1N U FACTUlING
COMPANY, INC.

Title

PHOENIX AEROSPACE CORP.

By k.f97;1vY>

ASMMCAN SINTERBD
'IOINOLOGMS INC,

By
Title jrf- /of _
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July 3, 2002

Fanlteel Intercast
aGoo Formosa
Suite 13
McAllenl TX 78503

Attn: Rty Chapman Re: Appraisal of Machinery & Equlpment

Dear Mr. Chapman.

Pursuant to your reqUest 1, 9S 4 OefBd AMEA epprilsrr, have prepared an

appraisal on the equipment loated et FansWel Intercast In Sarasota, Florida.

I personally viewed the machinexy on June 21, 2002, after which I conducted an

Investigation into the market conditions for this type of equipmrent In order to

nvke an Impartial report After a thorough analysis of the machinery and current

market condition, It Is my opinion that the fair market value of the machinery and

equipment is $149,400.00 anti thri lquidatlon vAdue Is $94,8s0.0O.

I certifh hat I do not have any present or future interest In the appraisd

property. The fee charged forthis appraisal is not contingent on the values

reported nor were any undisclosed fees, commissIons or other compensation
received.

Respectfully Submitted,

W.kAEA

WROIpo



FANSTEM IMRAT
2080 LMUS AVENUE
SAAOTA L 34243

JN s 2002

APPRAISAL

LiQuDATION F
MAMMM

M. 'TF . _

* � *"-'%�E�AO � i�mr iA �

2.24" X 35" X 3" GRANITE SMACE PLATE ON STAND

3, pCELL IAgDNESS TUPD MDL 2-1 13-A, OLD

4. NIXON MtCROSCOP COMWARATO, SIN 51 I1

S. ELOY. EDM SMMXER, TYe -2012, SI 011804

6. XLO EDM gn4KER. 6 X 12,2S AMP

1, 10MOIE T MILL, 9X42, S2149, C DRO,
-moyyE CROSS SLIDt AOTAAY trA3W

s. bR=EOxT MILL, 9X42, MITS DR, SIN 229S470
TLOYWE CROSS SLM1 ROTARY TABLE

9, BIDGEPOXT MILL, 9X42, ACCURE DO, WX 2167B

10. MILLTRONICS PARINE CNC, 12X40" TABUZ SIN 3113

t1. 24" X 24" X 4" SURFACE PLATP ON STAND

12. 18 X 24 X 3" SURFACE PLATE

13. 15" X 54" LBfLOND PWAL SERVO S5 LA77M 8" 3-lAW.
SM 12241

S 250 S 40O

S 5Q0 S 1,000

S 200 S350

S 3,00 S 5,000

S 150ao s 3.00

S 3,000 S 4,500

S 3,000

$ 3,000

S15.000

$ 250

$ too

S 5,0I

S 4.S00

S 4,500

S25SO0O

5 400

S' 200

$ 7500

S Im014, HARDING TOOL ROOM LATEE, O!L S Soo

ts. POWERMATIC DLL. 2 H:A ON 24" X 10" TAMP YS.,
MODEL 1200 S 600

16, BRIDGEPORT MlLL, 2J, TROYME CRO$S SLIDB TABA, SIN 198597 S 3,000

17. BRIDGEPORT wla AXIS CNC PROTO TRAK CONMlOL,
SIN 274967, 1997 $12,000

I 1,000

S 4,500

S15,000



PAG92~
FANSTEEL1NpRCAST APPRASACONTMED

LIQMDATION FAIR
MA RRIC =E

MACHflN
8. OPOPT MILL. 21. ACCUTO CROSS SS S ThBLE,

511S954 
S 3,000 S 4,500

19. BRIDOGEPORT MIL. TROY CROSS SUDE TABLE, VISE,

SIN 229540,HEAD NES REBUILDING S 2,000 S 3.000

2l. OWERMATIC 2 SPrNDL ,RI MOL 1200ON 24XBOT ALE S 800 S I,00

22. JO[ANSSON SWING HEAl DRILL S 500 s 3,000

23. BOYAR-SCHULTZ 6 X 12 SUFAZ GRIESN 21772 S 1go S 2,500

24. BOYAR-SCHJTZ 612 H SUFACE QRNPM SN 5 ,00 S I1m $ 2,500

25. BOYAR.SIBT.TZ 612 S11ACtGEY U FX SIN 17556 S 1,00 S 2,500

26.TORITtUSTCOLLE=r MUL0041, Sfr 6 939 s 300 S do

27. 6!'t ORDER FOR CAUtDE S 30 1V

*28: :'CE AL'G RINDEP $ i0 - Si

29. COSA CAREIDELL OPJNpER S 200 S So

30, 1I" X24UX3 " SURFACE PLAT(5) @200AD 300 EACH S 1,000 S 1,50

31. DECKEL ENRAYRGK12A450
3 9 S SOO S IM

32. GALLMEYER, 1mNGsTOcN SURFACE OR)tBR ML 3 70,

S'N 3701f. 1966 S 5,000 S 7.S,

0

33. TORIT DUST COLLCTR 4 MDL 7S

34. DELTA TABLE TOP VER-TCAL BAND SAW, 71W" BLADE

35, FAMCO ARAOX PUSS, #3

36. POWBRMATIC I SPNLE DRL, ML 100, I8X18 TALE

37.4" BELT SANNEI

CONTINLED

S 200 S 400

S 50 S 100

S 100 S 200

$ 400 S 700

s 100 S 150



PAGE 3 AL -C0
FANYMPL DM~CAST APPRAUSL.CD1N

LIQUITATLON
" AD fltV'Tr

3g.~~ 100TND
32g. I" ELT SA.DER s 5 0

39, BPJDOGVORT MILL, 21, ACCURI DRO, VISE S 200 S 3,500

40. MAXIMATLATHE. EMCO, SIN 141I69 S 1,000 S Z50

41. MULILE SYNCHERO WAVE WMZM SIN 51243 $ S0o S 1,200

4Z. 1MUL£J MAT1C 185, 100AM? S 600 S 900

43. DEWALT 12" ABRASIVgSAW S 500 S 100

44. DATSUN FOKLIJFT, 5,000 IA CUSMON TMES, PROPANE
SN F0105300755 S 1,50 5 2,500

45. ROL-LFT PALLET LIFT s ICC s 200

46. WELLSAW MDL 8 HORIZONTAL BANSAW S 400 S 700

47. POWERMATIC UDL 97 VER1CMAL DANDSAW, SIN a17001 $ 1,doo 5 2,200

48.16" DOALL VERTICAL B ANDSAW S 500 S 1200

49, BRID0EOM R L, 21, POWER MD RISER, SIN 219103 S Moo S 4,000

SO. S HP SPEEWA AM COMPRESSOR s 500 S 750

S1.1 lHP SPEEDAIR AIR CoMPRESSR S 200 $ 300

52. MISCELLANEOUS COhPUT AS.ND OFFICE SQUIPMENT S 5,000 S 8,00c

53. MNSCELLAEOUS TOOLS, DRILLS, TWX CG, ETC. 5 1,000 $ Z00c

54. WORtK BENCHES 1,000 S 1,50C

55. N_
S-4400

I

I

I

I

TOTAU: W40g
gj,!Sb /9O1 

1~

The above listd prices znd t liqudaton d and fmi et valus. Tbis dces otconstittem d offer o buy
Wd sell O'Ned a

W. R-obcn O'Nc-dI' \
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Horiwoa Banoorpotatii, Inc.

Much 31, 2003

Riclek. DL Vftd StW NmyF- i

P.O. Box 1525
Ozeco, FL 34264

Rc: S225,000 ComC c1l Real tstatt MQoAu

Dear Mr. & U n. Ping:

Horim Bak (hMeinar *Lndv) iS plea tQ inWor you a it its approvod a kmn in thb

amount of $25,000.00 (he "oan) tobe mOO to IW klrN=iCyP (dnfn B 4,owc1.

mubject to 2iA fiollswing t=ms. d caditlona

)ER:Hori Bank

BOMOWER: Rik L. I- Dr and NanWy Dsix 8

GUAANTORS: Systenic Services, Ic.

LOAN AMOUNT; $225,000.00

INTBRESTRATE: 6.50% initiW r^ lhen, aIfter 36 Mnfs to 2.75% VWt & FHM

fixed ccdt rate vwy 3

LOAN FEE; 5500 doc pyp, Rdad closing IstS

BXPERIATON; 1 0 ye, witt a 20 yea =Oit tOm

REBPAYMENT: prinpal and hsat monthly

LOAN PURpOSE: To puchae a ooammecil pPey tO house SystemI& SeMCes, InM

COLLATERAL! Fint pcal Estat Mmep nd A*19pmcUIt CfRr Lmm ad oft oan

the sulecd Wpaty at 20a0 Lsmbus Ave, Manatee C9.I FL LTC is g8

The properties m subjet to 0 appW dllat jie a m ad n LW o*tS%

(MI) 753-N (CZ265) 9W0 53r Aviw East F 041)756235
Btadcntat, Ft 34203

MiCbermiC
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Fjck and NancY Dring
Mdxch 31, 2003
Page2

OTM
CONDmONS:

This coaMitmen t letwr ho bele imsued to intom you of &e Or feaTurl of the bac in

advanc of eloun. 1I i not intended to be iCluSivc Of a1 th6 det'sH of ft kom 0 al of

Horicn' reurie,3 enn sdMkriUWtfltiO f of Ihomtr- The detaill of the lou will bre
'srequiameats con zdmia prio t on da fng loan der fti ta i1 s

~ine~~d jaLasn Docamenta, which you =y review i b , e d

cQTadtl=Ot2 f thS cc yfjbMM2 tot humvwpOKl ntaw tibe koa dmcuruetz. to the cewgjetapable,

sukilv the logo eoikig und rcm-if bbind on tc prtfis hard*o un=less o wspaeedto in

WritiAg usoaidby all patiCs h1o. Ardiny, a debult Wnds tbs Cosmi ormotYQ

covazt hbeeofbl constiwle 2 dteftAuvdp each of the lok documd

The bowavvu and gueaint Wm to pa yll of thr Bamnk's atn-of-o90 WOS reldbng to tes

'sfA~Ctoa whether or not the ln dgcnW we cvw cxcOutod "M wbethU, 0 Z

d&iaizsnaLew wre msde under the loa Such cots ilcdc, but SU nOt liWt-dto, th es aru

cWm of thfeBak's ammeys, coDEUI and apptim .

If the t and o on thil COcMItmmn ar sglisfactoty, please mdwaia your

below and retum tbe 1l of this Commitmaa to my aoion alt: laio1 B. = O 9031

Avtnuc En.% Braenton, Florida 34203.

This Commitmet will apre S days fom the date erof =kles w ded in IWiM by ft

1dcr

vice PreadetffcmwvW lczner

Amcepted this3 dty ofJ1.... i00



IN THE UNITED STATES BANKRUPTCY COURT

FOR THE DISTRICT OF DELAWARE

In re: ) Chapter 1I

FANSTEEL INC., et al.,1  ) Case No. 02-10109 (JJF)
) (Jointly Administered)

Debtors. )

ORDER AUTHORIZING THE SALE OF CERTAIN REAL ESTATE UNDER 11 U.S.C.
§§ 105, 363 AND 1146(c) FREE AND CLEAR OF ALL LIENS, CLAIMS, INTERESTS,

SET OFF RIGHTS AND ENCUMBRANCES

Fansteel Inc. ("Fansteel") and Escast, Inc. ("Escast") each a debtor and debtor-in-

possession in the above-captioned case having filed their motion (the "Motion")2 for an order

authorizing the sale of certain real estate under § § 1 05, 3 63 and 1 146 free and clear of all liens,

claims, interests, set off rights and other encumbrances; and the Court having determined that the

proposed sale is supported by, and is in the exercise of, the sound business judgment of Fansteel

and Escast; and the Court having further determined that the relief requested in the Motion is in

the best interests of Fansteel and Escast, their estates, their creditors and other parties-in-interest;

and it appearing that notice of the Motion, given as set forth in the Motion, was good and

sufficient under the particular circumstances and no other or further notice need be given; and

upon the record herein; and after due deliberation thereon; for cause appearing therefor; it is

hereby

ORDERED, ADJUDGED, AND DECREED THAT:

1. The Motion is granted.

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.

2 Unless otherwise defined, capitalized terms used herein shall have the meanings ascribed to them in the
Motion.
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2. All objections to the Motion or the relief requested therein that have not

been withdrawn, waived, or settled, and all reservations of rights included therein, are overruled

on the merits.

3. The Sale Agreement and all of the terms and conditions thereof are hereby

approved and, pursuant to 11 U.S.C. § 363(b), Escast is authorized to consummate the sale of the

Sarasota Facility in accordance with the terms and conditions of the Sale Agreement.

4. Pursuant to 11 U.S.C. §§ 105(a) and 363(f), the Sarasota Facility shall be

transferred to the Purchaser, and upon consummation of the sale (the "Closing") shall be, free

and clear of all Liens, with all such Liens to attach to the Net Proceeds of the sale in the order of

their priority, with the same validity, force and effect which they now have as against the

Sarasota Facility, subject to any claims and defenses Escast may possess with respect thereto.

All persons and entities holding Liens of any nature with respect to the Sarasota Facility hereby

are barred from asserting such Liens against the Purchaser, its successors or assigns, or the

Sarasota Facility.

5. The transfer of the Sarasota Facility to the Purchaser shall be a legal,

valid, and effective transfer of the Sarasota Facility and shall vest the Purchaser with all right,

title, and interest of Escast in and to the Sarasota Facility, free and clear of all Liens.

6. The transfer of the Sarasota Facility to the Purchaser is a transfer pursuant

to 11 U.S.C. § 1146(c) and, accordingly the making, delivery, filing or recording of any deeds,

assignments or other transfer documents (the "Transfer Instruments") with respect to the Sarasota

Facility, shall not be taxed under any law imposing a recording tax, stamp tax, transfer tax, sales

tax, excise tax, or similar tax including, without limitation, any transfer or recordation tax

applicable to deeds and/or security interests. All filing and recording officers are hereby
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authorized to accept for filing or recording, and to file or record immediately upon presentation

thereof, the Transfer Instruments without payment of any such taxes.

7. The consideration provided by the Purchaser for the Sarasota Facility shall

be deemed to constitute reasonably equivalent value and fair consideration under the Bankruptcy

Code and applicable non-bankruptcy law, and may not be avoided under 11 U.S.C. § 363(n).

8. Nothing contained in any plan or plans of reorganization in these Cases or

the order of this Court confirming any such plan or plans shall conflict with or derogate from the

provisions of the Sale Agreement or the terms of this order.

9. The transactions contemplated by the Sale Agreement are undertaken by

the Purchaser in good faith, as that term is used in section 363(m) of the Bankruptcy Code.

Accordingly, the reversal or modification on appeal of the authorization to consummate the sale

of the Sarasota Facility shall not affect the validity of the sale to the Purchaser, unless such

authorization is duly stayed pending such appeaL The Purchaser is a purchaser in good faith of

the Sarasota Facility and is entitled to all of the protections afforded by section 363(m) of the

Bankruptcy Code.

10. The terms and provisions of the Sale Agreement and this order shall be

binding in all respects upon, and shall inure to the benefit of, Escast, its estates and creditors, the

Purchaser, and their respective affiliates, successors and assigns, and any affected third parties

including, but not limited to, all persons asserting a valid Lien in the Sarasota Facility and any

trustee, responsible person, estate administrator, representative or similar person subsequently

appointed for or in connection with Escast's estates or affairs.

11. The failure to specifically include any particular provision of the Sale

Agreement in this order shall not diminish or impair the effectiveness of such provision, it being

the intent of the Court that the Sale Agreement be authorized and approved in its entirety.
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12. In the event that Escast and the Purchaser are for any reason unable to

consummate the sale of the Sarasota Facility in accordance with the terms and conditions of the

Sale Agreement, Escast shall be authorized, without the need for further notice, hearing or order

of this Court, to sell the Sarasota Facility to the bidder having previously submitted the next

highest or best offer, pursuant to the terms and conditions of the sale agreement that

accompanied such bidder's offer (in the case of the Purchaser) or competing offer (in the case of

a competing bidder).

13. Notwithstanding Fed.R.Bankr. P. 6004(g), this order shall take effect

immediately upon entry.

14. Escast shall remit the Net Proceeds from the sale of the Sarasota Facility

to any holder or holders of valid and undisputed Liens that was the subject of the sale. In the

absence of any Lien, Escast shall deposit the Net Proceeds in an account controlled by Congress

as described in the Motion. If and to the extent any Liens from the sale of the Sarasota Facility

are disputed Liens, the undisbursed Net Proceeds shall be segregated by Escast pending further

order of this Court.

15. This court retains jurisdiction to enforce and implement the terms and

provisions of this order.

Dated: , 2003

The Honorable Joseph J. Farnan, Jr.
United States District Judge
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