
IN THE UNITED STATES BANKRUPTCY COURT .4j)
FOR THE DISTRICT OF DELAWARE

In re: ) Case No. 02-10109(JJF)
)

FANSTEEL INC., et al.,1 ) Chapter 11
) (Jointly Administered)

Debtors. )
Objection Deadline: July 25,2003 at 12:00 p.m. (noon) E.T.

Hearing Date: (Only if objections are filed)

MOTION OF DEBTORS TO SHORTEN NOTICE OF
TIME PERIOD AND TO APPROVE FORM AND MANNER THEREOF

The debtors and debtors-in-possession (the "Debtors") in the captioned cases, by

and through their undersigned counsel, hereby move this Court pursuant to Rule 2002 of the

Federal Rule of Bankruptcy Procedure (the "Bankruptcy Rules"), Section 102 of chapter 11 of

title 11 of the United States Code ("Bankruptcy Code"), and Del. Bankr. L.R. 9006-1(e) for entry

of an order providing that the notice period with respect to the attached Debtors' Motionfor an

Order Authorizing Debtors to Enter into Insurance Premium Financing Agreementfor Coverage

from June 30, 2003 to June 30, 2004 with Cananwill Inc. (the "Motion") be shortened as set

forth below.

1. The Debtors seek Court approval to shorten the notice period for the

attached Motion requesting approval to an Insurance Premium Financing Agreement between

Debtors and Canonwill Inc. (the "Insurance Premium Financing Agreement") so that Debtors

can have continuity on their insurance policies. Payments under the proposed Premium

The Debtors are the following entities: Fansteel Inc., Fansteel Holdings, Inc., Custom Technologies Corp., Escast, Inc.,
Wellman Dynamics Corp., Washington Mfg. Co., Phoenix Aerospace Corp., American Sintered Technologies, Inc., and Fansteel
Schulz Products, Inc.
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Financing Agreement are designed to commence on August 1, 2003, in order to avoid disruption

in the Debtors' insurance coverage.

2. Insurance coverage is essential to the Debtors' ongoing operations and to

protect the Debtors' assets and employees for the benefit of their respective bankruptcy estates.

Any interuption in insurance coverage would expose the Debtors to serious risks associated with

lapses in coverage, including (a) direct liability for payment of claims that otherwise would have

been payable by the insurers and (b) possible fines and other consequences that may arise in

connection with failure to maintain insurance coverage required by law.

3. The insurance financing proposal in the Motion, is on better financial

terms than Debtors' use of its DIP financing - or any other available financing - to pay for the

premiums. Accordingly, the proposed insurance premium financing preserves the assets of the

estate and is in the best interests of the estates and its creditors.

4. Debtors seek an order from this Court requiring that objections, if any, to

the Motion be filed with the Court and served upon both undersigned counsel and co-counsel on

or before July 25, 2003, at 12:00 p.m. (noon), Eastern Time and providing that, if any objection

is entered, a hearing (telephonic, or with counsel present in the Courtroom) be held on the

Motion on an emergency basis at the earliest convenience of the Court.

5. In addition to shortening the time period for the notice of the Motion, the

Debtors also request that the Court approve the attached Notice that sets forth an objection

period of approximately seven days. Service of this Application will be made on all parties
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required to receive notice pursuant to the Del. Bankr. L.R. 2002-1(b) either: (a) by hand, if the

party is local to Delaware, or (b) by overnight mail.

WHEREFORE, Debtors respectfully request the entry of an Order approving the

timing and attached form of Notice on those parties required to receive service pursuant to Del.

Bnkr.L.R. 2002(b).

Dated: July 18,2003

SCHULTE ROTH & ZABEL LLP
Jeffrey S. Sabin (JSS 7600)
David J. Ciminesi (DJC 8156)
919 Third Avenue
New York, NY 10022
Telephone: (212) 756-2000
Facsimile: (212) 593-5955

and

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

/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 the Debtors and Debtors in Possession

SO ORDERED this day
of .2003

Honorable Joseph J. Farnan, Jr.
United States District Court

2731 I.OOIDOCS DE:75377.1 -3-



IN THE UNITED STATES BANKRUPTCY COURT

FOR THE DISTRICT OF DELAWARE

In re: ) Case No. 02-10109(JJF)

FANSTEEL INC., et al.,' ) Chapter 11
) (Jointly Administered)

Debtors. )
Objection Deadline: July 25,2003 at 12:00 p.nL (noon), E.T.

Hearing Date: (Only if objections are filed)

NOTICE OF MOTION

TO: ALL PARTIES REQUIRED TO RECEIVE NOTICE PURSUANT TO DEL. BANKR.
LR 2002-1

PLEASE TAKE NOTICE that on or about July 18, 2003, the debtors and debtors-

in-possession (the "Debtors") filed with United States District Court for the District of Delaware,

824 Market Street, Wilmington, Delaware 19801 (the "Bankruptcy Court") the attached Motion

for an Emergency Order Authorizing Debtors to Enter into a Second Insurance Premium

Financing Agreement (the "Motion").

PLEASE TAKE FURTHER NOTICE that responses or objections, if any, to the

relief requested in the Motion must be in writing, filed with the Bankruptcy Court, and served

upon both undersigned counsel for Debtors so as to be received by 12:00 p.m. (noon), Eastern

Time on July 25, 2003.

PLEASE TAKE FURTHER NOTICE that, if any objections are timely filed and

served, a hearing on the Motion will be held on an emergency basis, either telephonically or with

counsel present in the Courtroom before the Honorable Joseph J. Farnan, Jr., of the United States

IThe Debtors are the following entities: Fansteel Inc., Fansteel Holdings, Inc., Custom Technologies Corp., Escast, Inc.,
Wellman Dynamics Corp., Washington Mfg. Co., Phoenix Aerospace Corp., Ameican Sintered Technologies, Inc., and Fansteel
Schulz Products, Inc.
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District Court for the District of Delaware. If counsel are required to be present, the hearing will

be held in Courtroom 6A, J. Caleb Boggs Federal Building, 844 N. King Street, Wilmington,

Delaware 19801. Only timely filed and received written objections will be considered by the

Court at the hearing. If objections are filed, you will receive a further notice of the time and

place of the hearing.

IF NO OBJECTIONS ARE TIMELY FILED AND SERVED IN

ACCORDANCE WITH THIS NOTICE, THE COURT MAY GRANT THE RELIEF

REQUESTED IN THE MOTION WITHOUT FURTHER NOTICE OR HEARING.

Dated: July 18, 2003
SCHULTE ROTH & ZABEL LLP
Jeffrey S. Sabin (JSS 7600)
David J. Ciminesi (DJC 8156)
919 Third Avenue
New York, NY 10022
Telephone: (212) 756-2000
Facsimile: (212) 593-5955

and

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

Laura Davis es (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 the Debtors and Debtors in Possession
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IN THE UNITED STATES BANKRUPTCY COURT

FOR THE DISTRICT OF DELAWARE

In re: ) Case No. 02-10109(JJF)

FANSTEEL INC., et al.,' ) Chapter 11
) (Jointly Administered)

Debtors. )

DEBTORS' MOTION FOR AN ORDER AUTHORIZING DEBTORS TO ENTER INTO
INSURANCE PREMIUM FINANCING AGREEMENT WITH CANANIWILL, INC.

FOR INSURANCE COVERAGE FROM JUNE 30,2003 TO JUNE 30,2004

Fansteel Inc., a Delaware corporation ("Fansteel"), and its direct and indirect

subsidiaries, as debtors and debtors in possession (the "Debtors'), hereby move (the "Motion")

this Court for the entry of an order, pursuant to section 364(c)(2) of title 11 of the United States

Code (the "Bankruptcy Code"), Federal Rule of Bankruptcy Procedure 4001(c) and Delaware

Local Rule 4001-2, authorizing Fansteel to enter into an insurance premium financing agreement

(the "Premium Financing Agreement") with Cananwill, Inc. ("Cananwill"). Fansteel's payment

obligations under the Premium Financing Agreement will be secured by the grant of a security

interest in unearned or returned premiums and other amounts due to Fansteel upon cancellation

of the insurance policies financed. In further support of this motion, the Debtors state as follows:

Jurisdiction

This court has jurisdiction to consider the Motion pursuant to 28 U.S.C.

§§ 157 and 1334. This is a core proceeding pursuant to 28 U.S.C. § 157(b)(2). The statutory

| The Debtors are the following entities: Fansteel Inc., Fansteel Holdings, Inc., Custom Technologies Corp., Escast, Inc.,
Wellman Dynamics Corp., Washington Mfg. Co., Phoenix Aerospace Corp., American Sintered Technologies, Inc., and Fansteel
Schulz Products, Inc.
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predicates for relief are section 364 of the Bankruptcy Code, Bankruptcy Procedure Rule 4001(c)

and Delaware Local Rule of Bankruptcy Procedure 4001-2.

Background

1. Fansteel and the other eight Debtors (each a direct or indirect wholly-

owned subsidiary of Fansteel) 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,

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.

2. On January 15, 2002 (the "Petition Date"), the Debtors each filed a

voluntary petition for relief under chapter 11 of the Bankruptcy Code. The Court has entered an

order pursuant to Rule 1015(b) of the Federal Rules of Bankruptcy Procedure (the "Bankruptcy

Rules"), directing that the Debtors' separate chapter 11 cases (the "Bankruptcy Cases") be

procedurally consolidated and jointly administered by this Court.

3. The Debtors continue to manage their respective properties and operate

their respective businesses as debtors in possession pursuant to sections 1107(a) and 1108 of the

Bankruptcy Code.

4. On January 29, 2002, the Office of the United States Trustee for the

District of Delaware appointed an official committee of unsecured creditors (the "Committee')
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for these chapter 1 cases. No trustee or examiner has been appointed in any of the Bankruptcy

Cases.

Post-Petition Credit Facilities
5. After the Petition Date, the Debtors reached an agreement with Congress

Financial Corporation (Central) ("Congress") regarding debtor in possession financing (the "DIP

Financing"). This court entered an order "Authorizing Debtors to Incur Post Petition Debt, Grant

Liens and Provide Other Security and Other Relief to Congress Financial Corporation (Central)'

on May 21, 2002 (the "DIP Order").

6. Pursuant to the DIP Order, Congress has a first priority lien (subject to

limited carveouts and limited liens outlined in the DIP Order) on substantially all of the Debtors'

assets including without limitation all accounts and inventory and proceeds thereof Congress

was granted a superpriority lien under section 364(c)(1) of the Bankruptcy Code, giving it

priority over any and all administrative expenses of the kind specified in sections 503(b),

507(a)(1) and 507(b) of the Bankruptcy Code, and any other superpriority claims.

7. Congress, as the post-petition lender, has consented to the Debtors'

premium financing arrangement with Cananwill and has agreed to subordinate any liens or

claims it may have pertaining to the insurance policies covered by the Premium Financing

Agreement to Cananwill's claims pursuant to such Agreement.

Insurance Policies

8. In the ordinary course of their businesses and as required under the laws of

the various states in which they operate, the Debtors maintain workers' compensation policies

and programs to provide their employees with workers' compensation coverage on claims arising
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from or related to their employment with the Debtors, as well as other insurance policies against

various types of loss claims, including commercial general liability, automobile liability and

excess general liability, all of which are in the best interest of the Debtors' operations.

9. The proposed Premium Financing Agreement with Cananwill2 covers a

number of casualty and liability insurance policies, all of which are part of an insurance program

with National Union Fire Insurance Company of Pittsburgh, PA and certain other affiliates of

American International Group, Inc. ("AIG") that has been in place for several years (the

"Insurance Coverage"). The Insurance Program covers all of the operating Debtors and is

essential to both the ongoing operations of the Debtors and their reorganization efforts.

10. The Insurance Program includes, inter alia:

(a) a workers compensation policy that provides medical and lost
wage payments to injured employees of the Debtors as required by various state statutes (the
"Workers Compensation Policy");

(b) an automobile liability policy that protects the Debtors against
legal liability arising the ownership, maintenance and use of automobiles and other highway
licensed vehicles (the "Automobile Policy");

(c) a general liability insurance policy that protects the Debtors against
legal liability for damage to property of others, or bodily injury to members of the public arising
out of the Debtors' operations or products (the "General Policy"); and

(d) an umbrella liability policy, which increases the primary limits
provided under the above policies to a level commensurate with adequate protection of the
Debtors' corporate assets (the "Umbrella Policy").

11. Renewal of the Debtors' Insurance Program for the one-year period

commencing June 30, 2003 and ending June 30, 2004 will require immediate pre-payment of

annual premiums and expenses totaling $1,034,826, as follows: Workers' compensation -

2 This Agreement concerns insurance coverage from June 30, 2003 to June 30, 2004. This Court by prior Order
approves a premium financing agent for insurance coverage for earlier coverage [Docket No. 377].
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$530,514; General liability - $ 284, 676; Umbrella liability - $156,913; Auto liability - $52,596;

and Foreign liability $10,127 (collectively, the "Premiums").

12. Fansteel is unable to pay the total of the Premiums due at this time without

impairing its cash flow or utilizing the DIP Financing. Accordingly, by this motion, the Debtors

seek authority to finance payment of the insurance premiums through Cananwill in accordance with

the terms of a Premium Finance Agreement, a copy of which is attached hereto as Exhibit "A", and

pursuant to an order of this Court to be entered substantially in the form annexed hereto as Exhibit

"B."

13. The Debtors are unable to finance the premium pre-payments on an

unsecured basis. Although the Debtors could borrow under the DIP Financing to pay the

Premiums for the Insurance Program, the Premium Financing Agreement provides better

financial terms because the interest rate under the Premium Financing Agreement is substantially

lower than that of the DIP Financing.

14. The Premium Financing Agreement does not contain any of the provisions

or terms described in Delaware Local Bankruptcy Rule 4001-2(a)(i).

15. Under the proposed Premium Financing Agreement with Cananwill, the

Debtors are required to make a down payment towards the Premiums of approximately

$362,189.10. The balance of the Premiums, $672,636.90, will be financed by Cananwill at an

annual percentage rate of 4.67%. The Debtors will be obligated to repay Cananwill the amount

financed, with interest at 4.67% per annum, in seven monthly installments commencing on

August 1, 2003. The total interest paid under the Premium Financing Agreement will be

approximately $10,511.37.
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16. The Premium Financing Agreement provides that the Debtors grant

Cananwill a power of attorney, which allows Cananwill to cancel the insurance policies financed

under the Premium Financing Agreement in the event of a default in payment by Fansteel. To

secure payment of amounts due to Cananwill under the Premium Financing Agreement, Fansteel

grants to Cananwill a security interest in unearned or returned premiums and other amounts due

to the Debtors under the Insurance Program that result from the cancellation of the policies.

17. Cananwill has agreed to finance the payment of the insurance Premiums

under the Premium Financing Agreement provided that this court enters an order containing the

following provisions:

(a) Fansteers entering into and performing under the Premium
Financing Agreement is approved and the security interest granted to Cananwill by Fansteel in
the Premium Financing Agreement is approved and recognized;

(b) If the Debtors defaults on any payment due and owing under the
Premium Financing Agreement, Cananwill may cancel the insurance policies financed after
giving any notice required by applicable state law, and may apply any unearned or return
premiums due under the policies to any amount owing by Debtors to Cananwill without further
application to the bankruptcy court; and

(c) In the event that upon cancellation of the insurance policies
financed by Cananwill, the unearned or return premiums are insufficient to pay Debtors' total
amount due to Cananwill under the Premium Financing Agreement, then any remaining amount
owing to Cananwill, including reasonable attorneys fees, shall be given priority as an
administrative expense under 11 U.S.C. §503 in any distribution of assets of the estate.

18. The Debtors believe that it is in the best interests of the estates and the

Debtors' creditors that this motion be granted.

Request for Authority to Enter Into the Premium Finance Agreement

19. To ensure that (a) the Debtors' insurance coverage is not interrupted and

(b) the Debtors are not forced to utilize the DIP Financing to maintain insurance coverage on less
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favorable terms and conditions, the Debtors request authority to enter into the Premium

Financing Agreement.

20. The Insurance Coverage is essential to the Debtors' ongoing operations

and to protect the Debtors' assets for the benefit of their respective estates. Any interruption in

the Insurance Coverage would expose the Debtors to serious risks associated with lapses in

coverage, including (a) direct liability for payment of claims that otherwise would have been

payable by the insurers providing the insurance coverage and (b) possible fines and other

consequences that may arise in connection with failure to maintain insurance coverage required

by law. The Debtors therefore submit that maintaining continued and uninterrupted insurance

coverage under the favorable terms and conditions provided by the Premium Financing

Agreement is in the best interest of the Debtors, their estates and their creditors.

21. As outlined above, one of the conditions of the Premium Financing

Agreement is that, in the event of a post-petition default by the Debtors, Cananwill is authorized

to receive and apply any unearned or return Premiums. The Debtors believe that these terms are

reasonable given the financing provided by Cananwill.

22. The Debtors, in their business judgment, submit that the terms of the

Premium Financing Agreement are reasonable. Because the Premium Financing Agreement will

allow the Debtors to maintain the Insurance Program without requiring that the Debtors pay the

entire amount of the Premiums now, the Debtors submit that the Premium Financing Agreement

is in the best interest of the Debtors' respective estates.

23. The Debtors will serve notice of this motion on all interested parties

pursuant to Delaware Local Rule of Bankruptcy Procedure 2002-1(b).
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WHEREFORE, the Debtors respectfully request that this Court enter an Order:

(i) authorizing the Debtors to enter into the Premium Financing Agreement with Cananwill and

to comply with the terms of the Premium Financing Agreement, including the obligation to make

the required down payment; and (ii) granting the Debtors such other and firther relief as the

Court deems just and proper.

Dated: July , 2003
SCHULTE ROTH & ZABEL LLP
Jeffrey S. Sabin (JSS 7600)
David J. Ciminesi (DJC 8156)
919 Third Avenue
New York, NY 10022
Telephone: (212) 756-2000
Facsimile: (212) 593-5955

and

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

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 the Debtors and Debtors in Possession
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EXHIBIT A

C:\DOCUMENTS AND SETr1NWSMWV~Y DOCUKMENSEXHIIB1S



1234 MARKET STREET SUIT iMOIA PA19107 8O 892-8809
COMMERCIAL INSURAWCE PREMIUM FINANCE AJD SECURIT~ EN

P.L I of 2
IContract Number

NC UC. #B-1 16. SC UC. M99 1.,
Agent Number

AG857
Quote Number

BJC060903002A-1
Nane and address of Insured(s) (as shown in the poity) and co obligorif any Name andAddress of Insued'sAgent ('Agert)
FANSTEEL, INC AON RISK SERVICES, INC. OF PA
(DEBTOR-IN-POSSESSION) CNG TOWER -1TH FLOOR
I TANTALUM PLACE 625 UBERTY AVENUE
NORTH CHICAGO IL 60064 PITTSBURGH PA 15222

Telephone Number. (647) 689-4900 Telphone Number. (412) 594-7500
Policyholder Desgnation (Check One): Type of Agreement (Check One):

( ) Propndeorsl* (X) Now Indicate contractnurrber of11
( )Sneship l(x) Corpoation ( ) Addtional Prernium current policy bing financed. [

SCHEDULE OF POUCIES COVERED BY THIS AGREEMENT
FOR POLICY NUMBER FULL NAME OF INSURANCE COMPANY AND TYPE OF TERM POLICY

COlPANY ADDRESS OF BRANCH REPORTING OFFICE AND INSUR- IN E IVE PREMIUM
USE ONLY Prefix Nunter FULL NAME AND ADDRESS OF GENERAL AGENT ANCE MONTHS Mo. Day Yr__

coS FEES 28,502.00
@023 a NATIONAL UNION FIRE INS CO(P C 12 6 30 63 502,612.60
6023 at tNATIONAL UNION FIRE INS CO(P AUTO 12 6 30 63 52,596.60
S023 NATIONAL UNION FIRE INS COWr L 12 6 30 U3 284,676.60
1027 ILLINOIS NATIONAL INSURANCE UMB 12 6 38 13 156,913.06
1441 X ACE AMERICAN INSURANCE LIAB 12 6 36 13 10,127.66

Ca naeunder 'Non o o NewYork Insurance Lawlor obtairingand serAng these poricies. FLORIDA DOCUMENTARY S s
______ none ale 'Non .S _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ ~~ ~~STA M P TAX Is.6

DISCLOSURE STATEMENT - PAYMENT SCHEDULE CASH PRICE 1,34,826.6

Payment Plan: (X) Monthly ( )Quarterly ( )AnnuallyE U Nurrberof Payments 7 First Payment Due August 01, 2003

Subsequent payments are due on the same day of each succedng period_

CASII fH CASH (@) AMilOUNT G FltNCE () TOTAL OF AMOUt OF EACH ANNUAL
PRICE OWN T NANCE D e CHARGE P PA MENT PERCENTAGE

PAYM:ENT TeAI&NCun The c~r amounl The arnoun you w have CRAT
aet d~.de the ared will pd hryohaerd The c~ fvu

onyo~r enan. syophavenden credi as ayea ate
1,034,826.60 362,189.16 672,636.91 16,511.37 683,148.27 97,592.61 4.67%

CANANIILL, INC. (HEREIN AFTER CALLED CANANWILL) Belinuency Chargeof 5%cllhe delinquenl installment. In AK, CA, DE. MI,.MN,
1234 MarketStreet,Sulte340,Phfladelphla,PA19107 * 800 8924809 N4D .J OR TN, TX the eb Charge n Iq in stlnn.s m

ndaene fl U alpa an limfeis 3 und o defiuienorlei$dar mor t o nu) in 7 M mum
the uindd eSoh ings, anydAnp k anD
jhod hIn AP ACAxmt 4. NJ. OR. PA. m srhort rate method m toe msi wr a . i | InAKo9 a orefuncl e OEM *staled ~yg w. nmmW~~Bof less.# $ZbO the del rgeue he lesser of J% ryhe InqI)ra
I. excep wtherethere is III * thera~se the del e ay oilh payment. KS. Dnqacyre~

~s~ Inrst Ie Snjfa goLes s $5 plus 2% of thejsatemonsaednpget.

scnorindth the termn olasaid ,oie p thlervisions on page hso i sdditional int'ornaton about
uncy chare: The Insured agrees that upon efault In vayen of any default, and any. repayen in u belore the scheduled dale and anyl i f theinstament hve daysornore (rore than 5 days in IL. MS, OH) to pay B euUn dsap oenapleeso

NOTICE 1. DO NOT SGN TS AGREEMENT BEFORE YOU RED IT INCLU NG ThE WRITIG ON PAGE TWO, OR IF I CON ANS BLANKS. 2 YOU ARE
ENTITLED TO A COMPLETELY FILLED 14 COPY OF S AGREEMENT AT THE TIME YOU SGN IT. 3 YOU UNDERSTAND AND HAVE RECEIVEDA

INSURED- VH0~yOFLTHZAUGREEMENT.J(EPITT CTY LEG I S . N ThEJIWYU~H ITO AV~C
THE FULL ALOUNT DUE AND UNDER CERTANCTO4NDI1ONN STOOBTA IN A PARTIUA L WE&UN YOFU MANCTE CIHGE r .PAY A T
FOR IMPORTANT INFORMATION.

When used hn li 1gems isurede mear# 3, hnsured and mwo bgor named above axl all hIsrueds severed by lie Policdes Isled hi he Schedie df Pebides. Each inued Jl*ly and
severely a~ees bi mate al payments reqired by lhs Aoeement and hibebe d by all of Its prouions Ihd~ng lure en page ho The paeson signsf relresents ad wYar*ntS l he or he
is ed b enter into is Aeemoet cnb l eachhsured and b bhnd eah insured b tts Ageert Each hsured arees lt Cana may send a noes uder fis Alre emne ht lie
hBueseaddressshwnove. Iunare notedred benterhib anuaice re mcinsg arrement as a conln r e pcase olnybaae cy

(Signature of Insured)

(Typed Name and Tite)
AGENTS REPRESENTATIONS ANDWARRANTIES
The undersigned Agent has read the Insurance Agent's Representations and Warranties on page two and mnakes aD such represeniations and warranties reciled therein and
agrees to be bound by the ltens of this Agreerient
Ry NlwIP

(Signature of Agent)

CW-1 QMs (Ed. 01-03) (Typed Name and Tile)



The Insured (Jointly and severally If more than one) agrees as follows: (pg 20f`2)
1. in uidora ftio1W pa ent by CinwDI oft*Awxnt Fwianed, m~edagrestopay li CshDeownPaymntto winsurance conIp es) listed inlie ch*eieolPolices, ad opay
CawvARi iTotal oPaymerisin iccrdcewidthlw emsof usAqeement hitereis cowputdon on amabasis ofl2monfis .30 days each
I Insured assigns bo Canewil as secudly for 1he total amiount payrabe hereunder at mmn payable bthe 1Insured under the Ested Policies, hickxM& amnog other things. any gmos unearned
premiums and any paymneton acccunt ofloss which results in a reduclion of unearned prerrumiwn accordance widh lh tems ofsaid policies.
3. Inured hereby kraevocably appoinlts Cariawrill as its Altorney-in.Fact upon lhw occurrence dofn Eent of Debilt (deflned below) and, alter proper notice has been mailed as bWPre by law,
Warts lo Car=iet suliority ID aeffc cancellation of poites) listed in lhe Schecai of Policiegs(Plicide?),and t receive any unearned premenn ar othier amoniets with respect to lhe Policies
assigned as security hereln% mid ID sign anw check or Issued lhereor In Insuredsa mmn anlo direct * insurance coqparies to nut said check or draft payntte to Cmnnwll Insured
agrees lhat proof of mailing anynoIce hereunder consttuts proof of receiptol'such nolice.
4. Insurnd agrees lhut anypayments made and accepted after Policy cancellation slu not constitute reinstatneen or obligate Canw"i to request reinslatemen of such Insurance Policyjies), and
Insured acknowledges VWa Cmnrl has no authority to reinstate coverage, and but such payments; may be applied ID Insured's Indebtedniess heretaider.
S. Insured agrees not to assign Die Polcyfles) except for lhe hiterest of molgagees or loss payees, without the wudlten consent of Cmnnill. Canarwill may assign HsAgremenit withot Insured's
consent and al r~igts conferred Wm onamrvill shall inure D Canariwit's successors and assigns.
6. ExcepthIn KY and WT, Insured agees to pay a fee of $15.00 hIn lhe everntof a dishonored che&- ($5.00 In CA; $10 In A7, MA., MD, OH., VI; $7.50 In NV, not to exceed Conarnts cost in H4
7. An Event of Debit occirs when the hnurad does not pay any Instalment according to If tems or1w Agreement or (except in MD) fais to comaply with any oflhie lerms of lh Agreemerntor
(except In MD ) Wmy of11w Policies arm canceled for any reaso ft an m Evet of Defait occurs and after givng notice as required by low, ad amounts due unider this Ageerment become Itmmediately
due. and pa=be mid w Insured is ltabe for all aunotis described herein, hIclucing any unpaid balance rernaining after application of U1wueaned premiums W an Event of Default occtMs
Cmnnwll may at INs option pursue lhe tlowhngremedest
• Atrm proper notice has been gym as required by low, Canarewill may Immediately camel lhe Pollcy~les) and collect any unearned prermnus or other anounts payable under said Policies.

Unearned premiums shall be payable to Canurmi only.
* Cannil may lake i11 necessary actions to enforce paymient of It debt To lhe extent not pr"bited or hillted by applicable low. Caisnwill is eritied to collection costs and expenses

tocurred while enforcing Is rights uider ills Agreemnent and ID reasoneble attorney' fees If tis Aqreement Is referred to an attorney who Is riot a salaried employee ofCmnril for colleclon
or enforcemenrt(not Permitted InKY. NC; totlf colelaton costs ond attoney's fees Is hated lo 20% of 1w unpaid balance hInAZ. FL, MO, MS. NH. NV NY. V; I15% of uqpiad balmoce in TN;
25% of unpaid balance InVT).

* Except InAK, KY,.Ml NC, VT andbf other states lIsted herehn aftercanceffaflon, Insuredeagrees topay Interest on unpaid balance (catcuiated according to lhe Ruledof78s (aclatial
method InAR, AZ, CA, NJ , 01PA; shoit rate method in SC) as of1 heschieduled due date of lhefrs dekiquet payment leading to cancellation of11w Policies) at lhe Weeof 1% per mconth
pnAP, NM.MTX ath1wAnual Pcentage Rate stated on te toni. or at ft highest rate permitted by low. whicheverlIs less, until 1w enire balance ofll loban Is paid InlkA In MA, Insured
agrees to pay intrest at 1he rate of11% per month on to cliference bebireen the urpaid balance an lhe datedo cancellation (corrputed according to 1w actuarial melid and In unearned
prerrouas received by Cmnnwll an lh canceled Policies, for lheperlocdtorn 1 date of cancellation unitl Die balance Is paidhin 11

* InAL. DC. DE, L, KS. NY and WA. afte cancellallonItoured apres Iut Cniml may recompute lhe to fInance charge due weider Nis Agreement on l1w srgnanl wmon lfnncedt, at Die
rate and in DIe manner described In fis paragraph tom lhw Irst effective date of11h Policies trou Ih De last ergilnally scheduled installmnert date, and Insured agrees toD pa h1 amont,
st~ect ID ie provisionsan prepayment in U. Thatrate. slaed as a doi amouriper year for each $100 of wn ttlnanced Isas followsi 9In AL, DE;$10 InDC, L WVA; $12 inKS;
$14 InNY.

* Caunwlt may offset and deduct from any amouints Cmnnill owes to tosured wilh respect to any Policies finnce hereunder, any amounts which Insured ewes to Consenoi under lhie r
(except in KY, MD. NC and TX) any other agreement

&hInuredegreestopayancrwelmdaesrice feeof$lOtoAK(,AZ, CTDEKS,LAMONYPAWA WI;$l2hiNJ;$12.50iMT;$15hiAL,KY. NC, RI.SCTN.VA,$16inMA,$181nU1
$20inDC.FL,GA,MD,MN, Ol;$25toCO.HILAIDIN,ME,NE,ND.WN,OKSD, UTVWI.WVuW;Rulesseod$50orl0%dflwamuntlnanedhinOR InCAternmlirnumnfnamecharge
Is $25. tnLRn, w nruefunxte se*e chargeIs $20 11w ~Aniur nned Is tss tan$500. $30 11tw ucria ncedIs $500 or mre but les mstIt$,000,wor$40 11 nceiftlniedts
over$1,00. to NJt, sllsbis prepdin Ii. iu~redagrees topay onaditonialcharge of $20 for ~miyoen 2.52000 or less, 1%of1wlmoanicrlonsover 52.000 up to andtoc ng $5,000and
$100 on leans ave $5,000
.1 nued agreeslo pay acanceilalon charge of 55hinTNt,VI; $1 inMN. ND.OKi $1In AL, A7, GA, MO, MS. RI, Wt;$25 InCO. Hi, LA. ID,1IN.LA, ME. NE, OK, SD. UT. WV. WY; Ingrsater of

2% of1U unpaid balance or $5 In M. lhe difference between lhe delinquency charge assessed and $5 hInDE, Ml, MT, NJ, NY, OR. WA; $10 In DC; $15 In NH; $100 in MO.
10. Insured agrees topay p~romf to in hiure mny aJtional premiums due on lhe Policies.
11. The Agent is no I*aero Conanwill and lhe Agent cannot bid Commanit Cansen Is riot lhe Agent of V ar w iue and Is not Wobe for any acts or omissions of any surer. Inured
adrnowledges tha I has chosen to do business with to Apet and to insurance comparies Issuing thw Policies, and W ut In tsolvency, (taud, dealdcation or Other actionoat failure to act by any of
km shalt not relleve or drninsh hIsured's obligations to Cansewill hereunder.
12. Excpt hIn MD. and Ifnot prohibited by applicable low. Cwwse may Wert lh name of tie hIsurer, policy numbers and list installmnert due date leoritted and Ipoticy has not been Issued at
1he lime ofsignalure.
13. itis pqemert shllhave noforce orelfect untilacepted byConwiwL. Al dgtswn rmedes htiswAgreemetarecuujaivanwwdrnot xckjse. Ifanypart .11wApeeneslsdektemind
to be invAid oruneforceable,t1wremairing prosions dtwAgreementd slutconnue tobe int frce mideffect NeitherCmananwinor Itsassignesha beklabe foranloss ordnage to 1
htsued byr meaoof faktreofanwybrance company to ssueor maintinhiforce ay d 1wPoliciesorby reasono.11wexerise by CanseiorbUsassigneeof 1wrdgtsconfrrdtedhee
Ti~s Agreement consIllutes Iea enlie Agreement bekreen Conarwul and Insured and may not be modified except as agreed upon In writing. Cmurwnwt's acceptance of lat or partial payments shall
not be deemed a wakwe by Cmnniil of any provisions of this Agreement, and Caarreul Is willled to require Insured to strictly coniply with lbe terms hereof Except In AP, ft Agreement Is
govened by lielawod 1wstate ofl1w isuired's addess shwn on 1went of his Agreement InAR. ils Agreenmet s govened byBne awo.11wstatewheret is AgreementIs accepted by
Consult1. xifoymnetcontacted for ormrcevd by Cmoliis deterrened tDo ioate nylaw or reguation ConsUlmay rbi uch prohibited amouttko Iurdwifthotany ithr lability
1herefor (~waer of liability not appliable In KY).
14 kInsured represents and warrarts Buat lhw proceeds of1his loa wre to be used to purchase hInsurance for other than personul, fanrilly or household purposes and Nut mg hInution provided herein
orhIn cnermcton wilh 1 Apreementis hue, correct, complete ond not msleaft
is. CALF011NIARESIDENTfS ONLY.
FORHFORMAION CONrACTTHEDEPARMhEIOF FINANCIAL INSTITIJ1ONS.STA1E OFORMAOM
hIsured agrees But In accordance with Secton '18608 of1lh California Financial Codle, Canmils liability to tosured upon lhe exercisedo Cnrml'Is mithority to cancel la Policies shall be
&WMleD to 1w nount of lh picia balance of hIs loan except IIhib evenof CanatutwMswlftltl= to maid he notice dofanceallaon required under California law.
In connection with the Policies scheduled on page oe, the Agent represents and warrants tb Cananwill, Its successors and assigns that
1. Deposit premiumrs are not less lhan Ihe anliciated premriums to be earned forw I*fll term of lh Policiesi
I AD of lheschedied Policies or bords in If Agreement are cancellable by staidard short tate or prNat abWles.
3. hencanetaton Is rquesed byinured or by Consult, one 1Polcicesrequreadvance notice ofcarwetation touiyparty, the ta aynotiereqoied tbe plvenbyca a, an
bhra are no azrt atreporting formu policIes, Policies sut~ect to retrospective raMinortoD uiarmu earned prerilunms except as hnicated hIn Schedule of Policies.
4. We ama the utlaedpollcy issuing Agent of Ihe tosurance companies or t broker &lcig lie coverage directly with 1we insurance coenparoan id Policies except as to~icated In la Schedule
of Pocides.
5. The insureds) sigaure(s)on bethpagesoneand wo heredaregeuine,1w isufed has notpaidb 1kschedued Polices oilerlins doscubd hren,1 toinured(s) have rceivedecopy
of lhw Agreernert lbs AgraeementIs valid andt enforceabl and bher are no defenses toIt, The schedulied Policies wre In force and effect mnd ft premiumzs indicated are eorred tfo la larmeof
lhw Policies, and ad ether kifnaidon relating to lhe Policies nid lhe tosured Is complete and correctL None of lh Policies hame been financed on on Instalulmenit payment pla provided by 1w
insurance cowpr~j~s). or are nioncancetoble poticqws), or policies written ko a term of toss thaon ie year. The Agent recognizes ie insured's assigreent .11lwn unearned perniumrs WAn
upon cancelation of sr/ of1h schediled Policies agrees to pay promptly any unearned coinnissions lo Conaniwill ondt pay to Consrvll lhe uinearned premnhums inuiedately gm onrceipt. Aget
shall notdeduct aNy samont which toured owes toAgert frrni UVy amounts owing to Canawil hereunder. The Porlices are niot for persoavl. farrilor househiold purposes.
&.A precedningbIn bnkuptcy, toot erstiorhinsolency has not been instihtedby or againsth Innsured ori V heIsuredis Ih subfect of suhia proceeding It Is noted an toAgreement in 1w
space hInwlich lhe toureds name and adutess Is placed
7. If to Agreement has been signed by lh Agent on behalf of the bnurect Dv Agent has 1W athort to act hIn this capacity and 1w Agent has provided lhw insured with a complete copy of lhis
Agreement
L There are no exceptions to 1w PolIcies fownced othe than those bloated, and IhePelicyies) corrly with Canarusill's slhigty requirements.
B. The Cash Down Paymert, and any ruintllments due Irem to Insured which Agent has asped to collect, have been collected Item lhe hnsured
10. Agent is notan agent of Canaro aid Is not amuloled to bnd Conarwill and has not made any represenltimlo tote cnontay.
The Agent agrees to promply rernit el bIs, receive Tom Carnarwill and 1he insured for le financed Policies and due to lw hInurance compar~jesJ Issuing ruch Police. Aget shlut be Wabe
to Cenmvwll tor any loses, costs, damages or other expenses (ixknchn attorney's fees) hcrebyC anior Its assignee as a result oftor in conniection with NW untrue or misleading
repeserton or warrarty fmadeby Apelhereuderor otherisearising oatof 1wbrach byAgent ofNs Agreement Agershatprmply notify Camvlo 1rwy pad inceasedprerka fr
lhe Policies.
Slailres: bnused_____________Date____ Agent Date__
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IN THE UNITED STATES BANKRUPTCY COURT

FOR THE DISTRICT OF DELAWARE

In re: ) Case No. 02-10109(JJF)

FANSTEEL INC., et al.,' ) Chapter 11
) (Jointly Administered)

Debtors. )

ORDER AUTHORIZING DEBTORS TO ENTER INTO
INSURANCE PREMIUM FINANCING AGREEMENT WITH CANANWILL, INC.

FOR INSURANCE COVERAGE FROM JUNE 30. 2003 TO JUNE 30.2004

This matter having come before this Court on the "Debtors' Motion for an Order

Authorizing the Debtors to Enter into an Insurance Premium Financing Agreement with

Cananwill, Inc." (the "Motion")2 , pursuant to 11 U.S.C. 364, §§ 101 et M. (the "Bankruptcy

Code"), Federal Rule of Bankruptcy Procedure 4001(c) and Delaware Local Rule of Bankruptcy

Procedure 4001-2; and this Court having reviewed the Motion and the relief requested in the

Motion at a hearing before the Court (the 'Hearing"); and this Court having determined that the

legal and factual bases set forth in the Motion establish just cause for the relief granted herein;

and this court having determined that notice of the Motion was sufficient under the

circumstances.

IT IS HEREBY ORDERED AS FOLLOWS:

(i) the Motion is granted in its entirety and the Debtors may enter into and

perform under an the Premium Financing Agreement, substantially in the form attached to the

Motion;

IThe Debtors are the following entities: Fansteel Inc., Fansteel Holdings, Inc., Custom Technologies Corp., Escast, Inc.,
Wellman Dynamics Corp., Washington Mfg. Co., Phoenix Aerospace Corp., American Sintered Technologies, Inc., and Fansteel
Schulz Products, Inc.
2 All terms not defined herein are defined in the Motion.
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(ii) in the event Debtors default in the timely repayment of any monies due to

Cananwill under the terms of the Premium Financing Agreement, Cananwill may cancel the

insurance polices ("Insurance Coverage") financed under the Premium Financing Agreement,

after giving ten (10) days' prior written notice by hand-delivery or by fax, to the Debtors, their

counsel and the Debtors' post-petition lender, Congress Financial Corp., and Cananwill may

apply any unearned or return premiums or other amounts due to Debtors upon cancellation of the

Insurance Coverage to any amount owing by Debtors to Cananwill, all without further

application to or order of this Court;

(iii) in the event that Insurance Coverage financed by Cananwill is cancelled,

the unearned or return premiums received by Cananwill are insufficient to pay the Debtors' total

amount due to Cananwill, any remaining amount owing to Cananwill, including reasonable

attorneys fees, shall be allowed and given priority as an administrative expense under section

503 of the Bankruptcy Code in any distribution of assets of the estate;

(iv) the Debtors are authorized and directed to execute and deliver such

documents and amendments to the Premium Financing Agreement, as Debtors may deem

necessary or desirable to carry out this Order;

(v) the reversal or modification on appeal of the authorization under this

Order and Section 364 of the Bankruptcy Code shall not effect the validity of the debt, priority,

or lien granted to Cananwill under this Order, as provided by section 364(e) of the Bankruptcy

Code;

(vi) upon occurrence of a default by the Debtors under the terms and

conditions of the Premium Financing Agreement and applicable law, no action shall be taken to

hinder, impede, or delay exercise by Cananwill of its rights and remedies under the Premium
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Financing Agreement and applicable law, including but not limited to an action under the

Bankruptcy Code or otherwise to enjoin exercise by Cananwill of such rights; and

(vii) this Order shall be binding on the Debtors and their estates, and all

successors and assigns of the Debtors and their estates, including but not limited to any trustee

appointed in the Debtors' bankruptcy case under chapter 7 or chapter 11 of the Bankruptcy Code.

Cananwill's rights under the Premium Financing Agreement and applicable state law shall not be

impaired by this chapter 11 case, the appointment of a trustee, the conversion of this case to one

under chapter 7 of the Bankruptcy Code, or any other provision of the Bankruptcy Code.

Dated: July . 2003
Wilmington, Delaware

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