
IN THE UNITED STATES BANKRUPTCY COURT

FOR THE DISTRICT OF DELAWARE

Inre: ) Chapter 11

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

Debtors. )
Hearing Date: November 5, 2003 at 2:00 p.m., EST
Objections Due: October 28, 2003 5:00 pm., EST

NOTICE OF DEBTORS' OBJECTION TO CLAIMS OF THE POST CONFIRMATION
COMMITTEE ON BEHALF OF THE ESTATE OF R. LAVIN & SONS, INC.

TO: Parties required to receive notice pursuant to Del. Bankr. LR 2002-1(b); all parties
requesting notice pursuant to Fed. R. Bankr. P.2002; and the party whose claim is

affected by this objection.

The above-captioned debtors and debtors-in-possession (the "Debtors"), have

filed the attached Debtors' Objection To Claim of RLavin & Sons, Inc. ("Lavin") co the Post-

Confirmation Committee authorized to liquidate the assets of Lavin bankruptcy estates (the

"PCC") dated August 28, 2002 and filed against Fansteel Inc., Fansteel Holdings, Inc., Custom

Technologies Corp. and Phoenix Aerospace Corp., on September 5, 2002 and seeks entry of

order disallowing and expunging the proof of claim (the "Proof of Claim").

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

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

19801 on or before October 28, 2003 at 5:00 p.m. Eastern Time. At the same time, you must

also serve a copy of the response or objection (a) counsel to the Debtors, (i) Schulte Roth &

Zabel LIP, 919 Third Avenue, New York, New York 10022, Attn: Jeffrey S. Sabin and (ii)

I The Debtors are the following entities: Fansteel Inc.; Fansteel Holdings, Inc., Custom Technologies Corp., Escast,
Inc., WeDman Dynamics Corp, Washington Mfg. Co., Phoenix Aerospace Corp., and American Sintered
Technologies, Inc.
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Pachulski, Stang, Ziehl, Young, Jones, & Weintraub P.C., 919 North Market Street, 16th Floor,

Wilmington, Delaware, 19899-8705, Attn: Laura Davis Jones, (b) counsel to the Committee,

Freeborn & Peters, 311 South Wacker Drive, Ste. 3000, Chicago, Illinois 60606-6677, Attn.:

Frances Gecker and co-counsel to the Committee, Landis Rath & Cobb LLP, 919 Market Street,

Suite 600, P.O. Box 2087, Wilmington, Delaware 19801, Attn: Adam G. Landis, and (c) the

Office of the United States Trustee, 844 King Street, Suite 2207, Lockbox 35, Wilmington,

Delaware 19801, Attn: David Buchbinder.

A HEARING ON THE OBJECTION WILL BE HELD BEFORE THE HONORABLE

JOSEPH J. FARNAN, JR., UNITED STATES DISTRICT COURT JUDGE FOR THE

DISTRICT OF DELAWARE, AT THE DISTRICT COURT AT THE J. CALEB BOGGS

FEDERAL BUILDING, 844 N. KING STREET, WILMINGTON, DELAWARE 19801,

COURTROOM 4B, ON NOVEMBER 5, 2003 AT 2:00 P.M. prevailing Eastern time (the

"Claims Hearing").

If you file a response to the Objection, you should be prepared to argue that response at

the Claims Hearing. You need not appear at the Claims Hearing if you do not oppose the relief

requested in the Objection.

IF YOU FAIL TO RESPOND IN ACCORDANCE WITH THIS NOTICE,

THE COURT MAY GRANT THE RELIEF DEMANDED BY TIE OBJECTION

WITHOUT FURTHER NOTICE OR HEARING.

The claimant who has filed a claim subject to the Objection is receiving a copy of

the Objection. The claimant should read the Objection, which describes the grounds of the

Objection.

2731 1.001\DOCSDE-79865. 19451483.3 2



Any response filed with the Court must contain at a minimum the following:

(a) a caption setting forth the name of the Court, the names of

the Debtors, the case number and the title of this Objection;

(b) the name of the claimant and description of the basis for the

amount of the claim;

(c) a concise statement setting forth the reasons why the claim

should not be disallowed and expunged for the reasons set forth in the Objection,

including, but not limited to, the specific factual and legal basis upon which the

claimant will rely in opposing the Objection;

(d) all documentation or other evidence of the claim, to the

extent not included with the proof of claim previously filed with the Bankruptcy

Court, upon which the claimant will rely in opposing the Objection at the Claims

Hearing; and

(e) the name, address, and telephone number of the person

(which may be the claimant or the claimant's legal representative) possessing

ultimate authority to reconcile, settle, or otherwise resolve the claim on behalf of

the claimant.
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Questions about the Objection or requests for additional information about the

proposed disposition of claims thereunder should also be directed to the Debtors' counsel at the

above addresses, or by telephone at (302) 6524100 or (212) 756-2455.

PLEASE TAKE FURTHER NOTICE that the Debtors reserves the right to seek

leave of Court to object in the future to any of claimant's claims on any further or additional

grounds. Separate notice will be made and a separate hearing will be scheduled for any such

objection.

Wilmington, Delaware

Dated: October 1, 2003
SCHULTE ROTH & ZABEL LLP
Jeffrey S. Sabin (JSS-7600)
919 Third Avenue
New York, NY 10022
Telephone: (212) 756-2000
Facsimile: (212) 593-5955

and

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

Lfaura Davis Jones (Bar No. 2436)
Rosalie L Spelman (Bar No. 4153)
919 North Market Street, 16 d 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 11

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

Debtors. )
Objections Due: October 28, 2003 5:00 p.m., EST

Hearing Date: November 5,2003 at 2:00 p.m., EST

DEBTORS' OBJECTION TO CLAIMS OF THE POST CONFIRMATION
COMMITTEE ON BEHALF OF THE ESTATE OF R. LAVIN & SONS, INC.

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

subsidiaries, as debtors and debtors in possession (collectively, the "Debtors'), by and through

their counsel, Schulte Roth & Zabel LLP and Pachulski, Stang, Ziehl, Young, Jones &

Weintraub P.C., hereby objects (the "Objection") to the proofs of claim of R.Lavin & Sons, Inc.

("Lavin") by the Post-Confirmation Committee authorized to liquidate the assets of Lavin

bankruptcy estates (the "PCC") dated August 28, 2002 and filed against Fansteel Inc., Claim No.

639, Fansteel Holdings, Inc. Claim No. 640, Custom Technologies Corp. Claim No. 642, and

Phoenix Aerospace Corp. Claim No. 641, on September 5, 2002 (collectively, the "Proof of

Claim"), and seeks entry of order disallowing and expunging the Proof of Claim. The Affidavit

of Gary L. Tessitore, Chairman of the Board, Chief Executive Officer and President, of Fansteel

in support of this Objection is attached hereto as Exhibit "A". In further support of this

Objection, the Debtors respectfully state as follows:

' The Debtors are the following entities: Fansteel Inc.; Fansteel Holdings, Inc., Custom Technologies Corp., Escast,
Inc., Welhnan Dynamics Corp., Washington Mfg. Co., Phoenix Aerospace Corp., and American Sintered
Technologies, Inc.
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Introduction

1. On January 15, 2002 (the "Petition Date), the Debtors filed voluntary

petitions for relief under chapter 11 of the Bankruptcy Code. During the course of the first day

hearings on the Debtors' motions, the Court entered an order directing the joint administration of

the Debtors' cases (the "Chapter 11 Cases"), for procedural purposes only.

2. Since the Petition Date, the Debtors have continued in possession of their

properties and are operating and managing their businesses as debtors and debtors in possession

pursuant to Bankruptcy Code §§ 1107 and 1108.

3. No request has been made for the appointment of a trustee or examiner.

On January 28,2002, an Official Committee of Unsecured Creditors (the "Committee") was

appointed by the United States Trustee.

4. Pursuant to Rule 3003(c)(3) of the Federal Rules of Bankruptcy Procedure

(the "Bankruptcy Rules"), this Court fixed September 23, 2002 as the bar date for the filing of

Proofs of Claim.

5. On September 18, 2003, the Debtors' filed their First Amended Disclosure

Statement with respect to the First Amended Joint Reorganization Plan for Fansteel Inc. and

Subsidiaries. [Docket Nos. 1346 and 1345, respectively.]

6. On or about September 5,2002, PCC timely filed its Proof of Claim

against Fansteel Inc., Fansteel Holdings, Inc., Custom Technologies Corp. and Phoenix

Aerospace Corp. asserting potential claims for the recovery, reimbursement and contribution for

costs incurred or to be incurred in "connection with investigation and remediation of the R Lavin

& Sons, Inc. real estate located at 2028 Sheridan Road, North Chicago, Illinois (the "Lavin Site")

and the adjacent Pettibone Creek and U.S. Navy Harbor, also located in North Chicago, Lake

County, Illinois (the "Adjacent Sites")", see, Rider to Proof of Claim at par. I attached hereto as
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Exhibit "B", under Sections 107(a) and 113(f) of the Comprehensive Environmental Response

Compensation and Liability Act ("CERCLA"). The Lavin Site, together with the real property

located at One Tantalum Place, North Chicago, Illinois owned by the Debtor, Fansteel Inc., (the

"Fansteel Site"), and a 6.4 acre vacant parcel to the west of the Fansteel Site located at the

northeast corner of Commonwealth Avenue and 22nd Street in North Chicago (the "Vacant Lot

Site"), are collectively referred to as the "Vulcan Louisville Smelter Site" by the United States

Environmental Protection Agency (the "EPA").

Jurisdiction

7. This Court has jurisdiction over this matter pursuant to 28 U.S.C. §§ 157

and 1334. Venue is proper in this district pursuant to 28 U.S.C. §§ 1408 and 1409. This is a

core proceeding pursuant to 28 U.S.C. § 1 57(bX2). The statutory predicts for the relief sought is

section 502(e)(1)(B) of the United States Bankruptcy Code and rule 3007 of the Federal Rules of

Bankruptcy Procedure.

Backeround

8. Fansteel and the other seven 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 nine manufacturing facilities (five of which are owned by Fansteel) in nine states.

9. The most important raw materials used by Fansteel are tungsten carbide

powder, cobalt, titanium, magnesium, aluminum, iron, bronze, copper, stainless steel, and alloy

steel. The operations of the respective businesses of the Debtors are subject to regulation under

state and federal environmental laws, including the Atomic Energy Act of 1954. The nature of

the Debtors' operations have caused the Debtors to be exposed, in certain instances, to potential
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environmental claims and clean-up obligations in accordance with applicable state and federal

environmental laws.

10. The Fansteel Site, owned and operated by the Debtor, Fansteel, was

previously used as a manufacturing facility and now serves as the Debtors' North Chicago

corporate headquarters. The Vulcan Louisville Smelter Site was previously owned and operated

by other parties', including the Vulcan Louisville Smelting Company, which used the property in

connection with the operation of a lead smelting facility.

11. In 1997, the EPA informed Fansteel that they had been identified as

potentially responsible parties ("PRPs") under the CERCLA in connection with releases of

hazardous substances at the Vulcan Louisville Smelter Site. Similarly, Lavin has also been

identified by the EPA a PRP. See Proof of Claim.

12. In October 1997, the EPA completed an Engineering Evaluation and Cost

Analysis ("EE/CA") and determined that releases of hazardous substances had impacted the soil

and groundwater at the Vacant Lot Site and the sediments in the Pettibone Creek that flows

intermittently across the Vacant Lot Site.

13. In 1999, the EPA completed a Removal Action under section 104 of

CERCLA whereby the agency excavated and disposed contaminated soils at the Vacant Lot Site

and contaminated sediments in the Pettibone Creek.

14. On September 27, 2000, the EPA issued a unilateral order under section

106 of CERCLA (the "106 Order") requiring Fansteel, as an identified PRP, to perform a

supplemental EE/CA primarily to investigate the source and extent of trichloroethene ("TCE") at

the Vacant Lot Site. The issuance of the 106 Order by the EPA is not a final determination of

Prior to Fansteel Inc.'s acquisition of the Fansteel Site, the property was owned by the United States Army and
leased by Fansteel.
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Fansteel's responsibility with respect to site as against any of the PRPs, including without

limitation, Lavin.

15. On February 26, 2001, an involuntary petition was filed against Lavin

under Section 303(b) of the Bankruptcy Code in the United States Bankruptcy Court for the

Northern District of Illinois. Lavin subsequently consented to the petition for relief under

Chapter II on March 20, 2001.

16. On September 13, 2001, the Bankruptcy Court in Lavin's chapter 11 cases,

entered an order confirming the official Unsecured Committee's Amended Liquidating Plan of

Reorganization. Pursuant to the Lavin Liquidating Plan, a committee, the PCC, was established

to liquidate and administer the assets of the Lavin estates to its creditors.

17. On October 3, 2001, Fansteel timely filed a proof of claim (the "Fansteel

Claim") in the Lavin bankruptcy cases for costs incurred as a result of releases of hazardous

substances associated with Lavin's operations that have impacted the Vulcan Louisville Smelter

Site and the Adjacent Sites, and for any liability incurred by Fansteel as a result of the discharges

from the Lavin Site. The Fansteel Claim was filed against Lavin for an amount in excess of

$1,000,000 under Sections 107(a) and 113(f) of CERCLA.2

18. To date, Fansteel has incurred approximately $1 million associated with

the response actions it has taken at Fansteel site, the Vacant Lot Site and the Adjacent Sites.

Further, pursuant to Fansteel's proposed first amended joint plan of reorganization, filed in its

2 On information and belief, the Department of Justice has filed claims against Lavin on behalf various government
agencies including the EPA and the Department of Navy for the recovery of response costs and damages for injury
to, destruction of, or loss of natural resources in an amount of approximately $ 12,304,000 to S 17,704,400, see Rider
to Proof of Claim. Lavin has not, however, made any payment or distribution to these agencies on account of such
claims.
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Chapter 11 Cases on September 18, 2003, Fansteel expects to spend as much as $2.6 million for

future response actions pursuant to the EE/CA related to the Vulcan Louisville Smelter Site.3

19. On or about March 31, 2003, PCC filed an objection to the Fansteel Claim

(the "Lavin Objection") seeking to disallow the Fansteel Claim on grounds that (i) Lavin did not

contribute to the contamination at the Fansteel Site or the Vacant Lot Site, (ii) that Fansteel was

solely responsible for the contamination at the Vulcan Louisville Smelter Site, (iii) that any

contamination caused by Lavin was pursuant a National Pollution Discharge Elimination System

("NPDES") permit issued by the Illinois Environmental Protection Agency ("IEPA"), and (iv)

that Fansteel is not entitled to recover its response costs incurred to address releases of hazardous

substances because Fansteel's response actions were not consistent with the National

Contingency Plan ("NCP"). 4 The Lavin Objection is currently pending as the hearing initially

scheduled for July 17, 2003. It has, after several adjourmnents, been rescheduled for November

4,2003.

The PCC Proof of Claim

20. The Proof of Claim relates to potential future and contingent claims that

the PCC may have against Fansteel Inc., Fansteel Holdings, Inc., Custom Technologies Corp.

and Phoenix Aerospace Corp. for reimbursement and contribution of response costs at the

Vulcan Louisville Smelter Site. As an owner of one of the parcels comprising the Vulcan

3 Fansteers response actions, costs incurred, or cooperation with the EPA with respect to the Vulcan Louisville
Smelter Site, are not, and may not be interpreted as, an admission of responsibility for any of the contamination
within the Vulcan Louisville Smelter Site. Fansteel reserves all rights to seek recovery and reimbursement for such
costs incurred pursuant to Sections 107(a) and 113(f) of CERCLA from all PRPs and has asserted such claims
against Lavin as set forth in this Objection. Fansteel anticipates that the claims between it and the EPA, the
Department of Navy, the Department of the Interior and the National Oceanic and Atmospheric Administration will
be settled pursuant to a consent decree between the parties pursuant to its plan of reorganization.

4 The Lavin Objection does not seek to disallow the Fansteel Claim on the basis of Section 502(eXl)(B) of the
Bankruptcy Code. The Debtors, therefore, believe that Lavin and PCC are now estopped from asserting any such
basis for an objection to the Fansteel Claim.
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Louisville Smelter Site, Lavin is jointly and severally liable for the remediation of the releases of

hazardous substances at the Vulcan Louisville Smelter Site. Lavin is also liable as an "operator"

under CERCLA since its operations, as well as those of its predecessors, have contributed to the

contamination at the Vulcan Louisville Smelter Site. Consequently, under sections 107(a) and

113(f) of CERCLA, Fansteel may seek reimbursement or contribution from Lavin for the costs

of more than $1 million that Fansteel has incurred, as well as future costs, in connection with the

response actions taken to cleanup releases of hazardous substances at the Vulcan Louisville

Smelter Site.

21. Lavin, to the best of the Debtors' knowledge, has not incurred any

substantial expense associated with, nor been required by the EPA to undertake or pay for any

response actions with respect to the Vulcan Louisville Smelter Site.5 Lavin has reported,

however, that the Department of Justice (the "DOJ"), on behalf of the certain agencies within the

federal government, including the EPA and the Department of the Navy, have filed claims

against the Lavin estates in the range of $12,304,400 to $17,804,400 for response costs and

natural resources damages. See Rider to Proof of Claim. On information and belief, no

distribution has been made on account of these claims. See Lavin Post-Confirmation Status

Report, filed September 19, 2002, Case No. 01-B-06301, United States Bankruptcy Court, ND.

Illinois, docket #246, attached hereto as Exhibit "C", (the "PCC Status Report"). 6

5 The PCC Status Report, attached hereto as Exhibit "C', indicates that the FCC was in the process of negotiating an
administrative order with the responsible federal agencies to address the scope of the response actions to be
undertaken by Lavin at the Lavin Site. The PCC Status Report indicates that a proposal submitted by the PCC
sought to cap the exposure for any such response actions at S 180,000. See PCC Status Report at Page 5, paragraph
(bXi). Based on a review of the Lavin docket, there is no indication that such a settlement with the EPA was
effectuated.

The Lavin docket reflects that the next status report has been scheduled for November 4, 2003. Further, on
September 5, 2003, the City of North Chicago filed a motion for relief from the stay to permit the city to commence
condemnation proceedings with respect to the Lavin Site, docket #759. The Debtors, therefore, do not believe that
the PCC has been successful in its efforts to settle the environmental claims associated with the Lavin Site or to
negotiate a sale of the property.
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22. The EPA is similarly a creditor of Fansteel for claims arising as a result of

Fansteel's ownership of a portion of the Vulcan Louisville Smelter Site. On September 2, 2002,

the DOJ filed a proof of claim in the Debtors' chapter 11 cases, which indicated that the EPA had

spent approximately $4.7 million at the Vacant Lot Site and may spend up to $8 million to

implement future response actions. The DOJ also filed a proof of claim on behalf of various

other federal agencies, including the Department of the Navy, for up to $16,500,000 in past and

future response costs and natural resources damages associated with the Vulcan Louisville

Smelter Site and the Adjacent Sites. The Debtors believe that the claims asserted by the EPA

against Lavin and the Debtors arise from, and are related to, the same obligations with respect to

the Vulcan Louisville Smelter Site and the Adjacent Sites. 7

Basis For Relief Requested

23. The Debtors believe that the Proof of Claim asserted by PCC on behalf of

the Lavin estates is improperly asserted and without merit. The Proof of Claim has been asserted

against Fansteel, Fansteel Holdings, Inc., Custom Technologies Corp. and Phoenix Aerospace

Corp., although only Fansteel has ever owned and conducted any business at the Fansteel Site.8

Further, Fansteel has a National Pollution Discharge Elimination System ("NPDES") permit that

authorizes Fansteel to discharge certain wastewaters to the Pettibone Creek such that any such

discharges by Fansteel are authorized by its federal NPDES permit. Notwithstanding the above,

the Proof of Claim not only seeks reimbursement for amounts not incurred by Lavin, but also

7 Other than the claims filed by the DOJ on behalf of the EPA in its regulatory capacity, and NOAA and the DOI, in
their capacity as natural resource damage trustees, the claims filed by the DOJ on behalf of the Department of the
Navy and the other federal agencies are filed as contribution claims under CERCLA. On information and belief, the
claims asserted by the DOJ against Lavin on behalf of such federal agencies and departments are similarly for
contribution claims.

' Fansteel Holdings, Inc., Custom Technologies Corp. and Phoenix Aerospace Corp. share there same corporate
headquarters as Fansteel Inc. which is located at the Fansteel Site, however, none of the operations of these entities
are conducted or were ever conducted at this location.
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seeks amounts that are inconsistent with the NCP and not supported by the Debtors' information

regarding the Vulcan Louisville Smelter Site. Most significantly, the Proof of Claim is for

contingent reimbursement or contribution amounts, that cannot be accurately estimated or

liquidated, and for which Lavin is, at best, co-liable and are, therefore, to be expunged in

accordance with section 502(eXl)(B) of the Bankruptcy Code.9

The Proof of Claim is Improperly Asserted Against the Debtors

24. PCC filed its Proof of Claim against each of the Debtor entities although it

acknowledges that it had no basis or information for doing so, other than to protect the interests

of the Lavin estates in the absence of further information. In reality, PCC has simply opted to

forgo basic due diligence to investigate the nature of the potential claims that it has asserted that

would have revealed that Fansteel Inc. is the sole owner of the Fansteel Site and that none of the

other Debtors own or conduct, nor have they ever owned or conducted, any business at the

Fansteel Site or the Vulcan Louisville Smelter Site. The Proof of Claim states that PCC "does

not have any independent information concerning the nature of the actual business operations

conducted by each of the Fansteel/North Chicago Entities" and to the extent that they discover

that any of the Debtors did not conduct operations at the location, PCC will "withdraw any such

proof of claim". See Rider to Proof of Claim.

25. PCC and Lavin both possess sufficient information to determine that the

only Fansteel conducted any operations at the Fansteel Site. Fansteel was the only Debtor entity

identified as a PRP by the EPA. The PCC reported that it "had significant discussions with many

representatives of various federal, state and local governmental agencies, including: the U.S.

9 As set forth in Footnote 7 herein, the City of North Chicago is presently seeking to commence condemnation
proceedings to take over the Lavin Site. The Post-Confirmation Status Report of September 19, 2002 further
indicates that absent a resolution of the Environmental Claims 'further liquidation efforts would be meaningless".
See page 6 of PCC Status Report annexed hereto as Exhibit "C".
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Department of the Navy, U.S. Department of the Interior; National Oceanic and Atmospheric

Administration of the U.S.; the Department of Commerce; U.S. Environmental Protection

Agency, and U.S. Department of Justice.. regarding environmental issues related to

environmental clean up efforts at the Facility'. See page 2 @ par. (h), PCC Status Report,

attached hereto as Exhibit "C". Further, The PCC reported that it "retained special counsel and

consultants needed to address a multitude of environmental issues". See page 2 @ par.(g), PCC

Status Report. The Debtors believe, therefore, that PCC was privy to information to determine

that only Fansteel would be considered an "owner or operator" of the Fansteel Site under

CERCLA.

26. In addition to the aforementioned, on September 10, 2003, the Debtors

through counsel, notified the counsel for the PCC in writing that Fansteel was the only entity

among the Debtors that ever owned or conducted operations at the Fansteel Site and requested

that the PCC voluntarily withdraw its Proof Claim with respect to Fansteel Holdings, Inc.,

Custom Technologies Corp. and Phoenix Aerospace Corp., in accordance with PCC

representations made in their Proof of Claim. A copy of the Debtors' request is attached hereto

as Exhibit "D". PCC has, however, failed to voluntarily withdraw its Proof of Claim with

respect to these Debtor entities.

27. The Debtors believe that based on the above, and because the Debtors

schedules, which were publicly filed, available to PCC and clearly demonstrated that the only

party to have any interest in the Fansteel Site was Fansteel, the Proof of Claim against Fansteel

Holdings, Inc., Custom Technologies Corp. and Phoenix Aerospace Corp. is clearly without

merit. The Proof of Claim against the Debtors, other than Fansteel, must therefore be expunged

in the absence of an immediate and voluntary withdrawal of same by PCC.
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Fansteel's Discharge Was Pursuant to a Valid NPDES

28. Fansteel has been issued a NPDES permit by the IEPA to discharge non-

contact cooling water to Pettibone Creek. Discharges from the Fansteel Site have remained

substantially in compliance with the terms of its NPDES permit.10

29. Under Section 101(10) of CERCLA, Fansteel may not incur CERCLA

liability for any discharges that comply with the terms of its NPDES permit. The PCC Proof of

Claim is premised on CERCLA obligations under Sections 107(a) and 113(f). PCC has provided

no basis to demonstrate that the discharge from Fansteel Site exceeded the terms and conditions

of its NPDES permit.

The Proof of Claim Must Be Expunged Pursuant to 11 U.S.C. 502(e)(1)(B)

30. Section 502(e)(1)(B) of the Bankruptcy Code provides, in pertinent part:

(e)(1) Notwithstanding subsections (a), (B), and (c) of this subsection, the
court shall disallow any claim for reimbursement or contribution of an
entity that is liable with the debtor on or has secured the claim, of a
creditor, to the extent that...
(B) such claim for reimbursement or contribution is contingent as of the
time of allowance or disallowance of such claim for reimbursement or
contribution;...

11 U.S.C. § 502(e)(1)(B).

31. Section 502(eXl)(B) does not allow for discretion, the disallowance of

such claims is mandatory. If the claim is (i) contingent, (2) for reimbursement or contribution,

and (iii) the claimant is co-liable with the debtor with respect to the claim, it must be disallowed

under section 502(e)(1)(B). See In re Pinnacle Brands. Inc.. 259 B.R. 46, 55 (Del. 2001), see

also; In re Dant & Russell. Inc.. 951 F.2d 246, 248 (9h Cir. 1991); In re Hexcel CoM. 174 B.R.

'° Monthly and quarterly discharge reports from the late 1980's reveal minor variances from permitted concentration
levels all of which have been remedied and, in any event, did not involve contaminants that are subject to CERCLA
actions at the Vulcan Louisville Smelter Site or the Adjacent Sites.
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807, 809 (Bankr. N.D. Cal. 1994); In re Empire Radio Partners. Ltd.. 1993 Bankr. LEXIS 1833

(E.D. Pa 1993).

32. PCC's claims are based on contingent claims for reimbursement and

contribution under CERCLA Sections 107(a) and 113(f). There can be no doubt that the claim is

a contingent claim against Fansteel. The claim involves the estimated amounts of past and

potential future costs relating to the remediation of the property that may be (i) attributable to

Fansteel and (ii) May be paid by Lavin. There has been no final adjudication as to Fansteers

liability either with respect to the Vulcan Louisville Smelter Site nor has there been any

determination that any portion of the liability incurred by Lavin relating to the Vulcan Louisville

Smelter Site is attributable to Fansteel. 1 Further, because PRPs are jointly and severally liable

under CERCLA, Fansteel and Lavin are considered to be "co-liable" with respect to the cleanup

of the Vulcan Louisville Smelter Site and the Proof of Claim is, therefore, subject under section

502(e)(1)B). e In re The Charter Compan. 862 F.2d 1500 (1111 Cir. 1989).

33. The three requirements of section 502(eXl)(B) are satisfied with respect to

the Proof of Claim as the Proof of Claim involves a contingent claim based on contribution and

reimbursement for obligations where Fansteel is, if any liability should arise, co-liable. The

Proof of Claim must, therefore, be disallowed.

34. PCC offers no basis why the Proof of Claim should be excepted from

section 502(e)(1)(B). PCC has not liquidated any claims against the Debtors and the Debtors

have not acknowledged any liability to PCC. Further, there is no legal basis for which PCC may

On information and belief, the primary constituent of concern for the Lavin Site is lead from the Lavin operations
that was discharged, disposed or otherwise came to settle in the sediments of Pettibone Creek. In contrast, the 106
Order issued to Fansteel and the EE/CA were primarily concerned with releases of TCE. To the extent that the
harms appear to be distinct, Fansteel would not be liable in contribution to Lavin under CERCLA for any liability or
response costs that Lavin may incur from releases of lead into the sediments of the Adjacent Properties and of the
Vulcan Louisville Smelter Sites.

2731 1-001\DOCSDE:79865. 19451483.5 12



assert its claim against Fansteel other than the provisions of CERCLA which permit parties to

seek reimbursement or contribution claims against other PRPs. PCC has not commenced any

such action against Fansteel.

Fansteel has Setoff Rights Against Lavin

35. Even if the PCC Proof of Claim were allowed, the Debtors would have the

right of setoff as against Lavin and the Lavin estates as the Debtors have asserted a claim for

contribution and reimbursement against Lavin arising from the same CERCLA obligations

associated with the Vulcan Louisville Smelter Site and Adjacent Sites and such setoff rights are

preserved for the Debtors under Section 553 of the Bankruptcy Code.

36. The claims asserted by PCC against Fansteel and Fansteel against Lavin,

respectively, are each based on pre-petition obligations that are mutual in nature arising from the

same potential liability under CERCLA. Further, the expenses incurred by Fansteel in

connection with response actions at the Vulcan Louisville Smelter Site far exceed any costs

incurred by the Lavin estates.12 Consequently such setoff rights will result in the offset any such

claims asserted against Fansteel by PCC.

Reservation of Rights

37. The Debtors hereby reserve the right to object in the future to the Proof of

Claim on any additional ground, and to amend, modify and/or supplement this Objection,

including without limitation, to object to amended claims and newly-filed claims by PCC or

Lavin. Separate notice and hearing will be scheduled for any such objection.

12 As set forth herein, the Debtors have already incurred costs in excess of $1 million and expect to incur
approximately $2.6 million in additional expenses. Although the Debtors do not have specific information with
respect to expenses incurred by Lavin in respect of the Vulcan Louisville Smelter site, one may reasonably infer
from the Post-Confirmation Status Report that the PCC does not expect to pay in excess of $180,000 on account of
such environmental obligations, see Post-Confirmation Status Report at page 5.
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Notice

38. Notice of this Motion has been given to (i) counsel for PCC, (ii) the

United States Trustee; (iii) counsel to the Committee; (iv) counsel to Fansteel's lenders; (v)

counsel to the EPA; (vi) counsel for the Department of the Navy, Department of Defense,

Department of the Interior, Department of Commerce, Department of Treasury and the National

Oceanic and Atmospheric Administration and (vii) all parties requesting notice pursuant to Fed.

R. Bankr. P. 2002. The Debtors submit that the notice provided is appropriate under the

circumstances of these Chapter 11 Cases.

WHEREFORE, the Debtors respectfully request that this Court enter the

attached Order and grant them such other and further relief as this Court deems just and proper.

Dated: October 1, 2003
SCHULTE, ROTH & ZABEL LLP
Jeffrey S. Sabin (JSS 7600)
919 Third Avenue
New York, New York 10022
Telephone: (212) 756-2000
Facsimile: (212) 593-5955

-and-

PACHULSEI, STANG, ZIEHL, YOUNG, JONES 
UB P.C

AAura Davis Jones (Bar No. 2436)
Rosalie L. Spelman (Bar No. 4163)
919 North Market Street, 16th Floor, P.O. Box 8705
Wilmington, Delaware 19899-8705 (Courier 19801)
Telephone: (302) 652-4100
Facsimile: (302) 652-4400

Counsel for Fansteel Inc., et a.
Debtors and Debtors In Possession
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Exhibit "A"

Affidavit of Gary L. Tessitore
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IN THE UNITED STATES BANKRUPTCY COURT
FOR TUE DISTRICr OF DELAWARE

_ _ _ _.._ _~ ~~---I

In re:

FANSTEEL, INC., St . I,

the former Debtors.
~~~~~~~~~~~~~______.................................._-x

Chapter 11

Case No. 02-10109 (1J)

Jointly Administered

STATE OF ILLINOIS )
) SS.:

COllNTY OF COOK )

AFDAVIT OF GARY L. TESSITORE IN SUPPORT OF THE DEBTORS'
OBJECTION TO CLAIM OF THE POST CONFIRATION COMMITTEE ON

BXHALF OFE ESTATES OF IL LAVIN & SONS. INC

GARY L. TESSHTORE, being duly sworn, deposes and states:

1. T am Chairman of the Board, President and Chief Executive Officer of

Fansteel, Iho. ("fanstecl"). one of the debtors and debtors in possession herein, and the diect or

indirect parent corporation of all the Debtors (as defined in the Objection). I an also a dirtor

of each of the other Debtors. In these capacities, I have responsibility for ongoing commercial

and operational matters, litigation, environmental, and health and safety. I n intimately

familiar with the Debtors' day-today operations, business affairs and books and records. I have

also been directly involved in the Debtors' efforts since the commencement of these chapter 11

cases (the Chapter 11 Cases') to achieve a consensual agreement for a proposed joint plan of

reorganization among the Debtors' key creditor constituents.

'The Debtors are de following entities: Fansteel Inc, Faneel Hotdinx, Inc., Castom Technologies Corp., Escast,
Inc., Wellnw Dynamics Corp, Washington Mfg. Co., Phoenix Aerospace Cop., and Amcrican Sintered
Technologies, Inc.



2. 1 arn familiar with Pansteol's books and records, schedules and claims

reconciliation process. I am also familiar with and oversee the on-going Degotiatlons related to

the various environmental obligations of the Debtors, including without limitation, the claims

arising fiom the Vulcan Louisville Smelter Sitc2 , as described in the Objection, (collectively, the

"Reconciliation Process"). Further, I am familiar with the Fansteel Claim asserted in the Lavin

bankruptcy cases and the nature of the obligations incurred by Fanstecl in respect of the response

actions associated with the Vean Louisville Smelter Sitc. I submit this declaration in support

of the Debtors' objection to the proof of claim (the "Proof of Claim") of KRLsin & Sons, I=

("Lavinr) c/o the Post-Confirmation Committee authorized to liquidate the assets of Lavin

bankruptcy estates (the "PCC") dated August 28, 2002 and filed against Fansteel Inc., Fanstecl

Holdings, Inc., Custom Technblogies Corp. and Phoenix Aerospace Corp. on September 5, 2002

and make this Declaration on the basis of my review of Fansteel's books and records relating to

the Proof of Claim, together with any supporting or relatod documentation.

3. The Debtor maintains books and records that reflect, among other things,

the Debtor's administrative liabtilies and respective amounts owed to their creditors.

4. I oversee and coordinate the Reconciliation Process which involves a

coordinated effort between the Debtor's staff and Bankruptcy Management Corp. (ie 'Claims

Agent"). To faEilitate the preparation and filing of the Objection, I participated in a review of

both the Proof of Claim, identifying those claims that should potentially be allowed or

disallowed, and the Debtor's books and records with respect to the Proof of Claim. I have also

2 Capitalizd erms tot cd=Mse defned herein fhall have the meanings ascrlbed In de Objection.



ead the Objection and am familiar with the information contained therein. I believe that the

information contained in the Objection is true and cornct to the best of my knowledge.

5. PCC has asserted a claim against Fansteel, as set forth in the Proof of

Claim, for reimbursement and contribution expenses related to the remediation of releases of

bazardous substanocs at the Vulcan Louisville Smelter Site and the Adjacent Sites. Although

Fansteel has been identified as a potentially responsible party under CERCLA with respect to the

Vulcan Louisville Smelter Site and Adjacent Sites, anticipates entering into a consent decree

with the EPA, the Department of Navy, the Department of Interior and the National Oceanic and

Atmospheric Administration, pursuant to its plan of reorganization, resolving the claim of the

parties under CERCLA, there has been no final adjudication setting forth Fansteel's CERLA

liability in this regard. Further, Fanstocl has not agreed to pay any penalties associated with

theses sites.

6. Based on the Reconciliation Process, the Debtor has determined that the

PCC Proof of Claim should be disallowed for the reasons stated in the Objection. I believe that

the PCC Proof of Claim is appropriately the subject of an objection by the Debtor.

7. Accordingly, I believe that the Debtor should be granted the relief

requested in the Objection.

Affiant firlher sayth not.

SUBSCRIBED AND SWORN TO
Before me this I r day of hr 20.

Notary Publ CECILY E. LYLE I NUMy PUBires: {-aT OF - ao.1 (
My Commission Expires: I 1 -0007 &WCOMSSIIEXI-1007



Exhibit "B"

The Lavin Proofs of Claim
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RIDER TO PROOF OF CLAIM OF R LAVIN & SONS. INC (Page I of 2)

On February 26, 2001, an nwoluntaiy petition was filed against the Claimant
herein, R Lavin & Sons, Inc Cl"avirn) under Section 303(b) of the Bankruptcy Code in
the U S Bankruptcy Court for the Northern District of Illinois, Eastern Division, Case
No 01 B 06301 (the Bankruptcy Courr or Lavin Bankruptcy Case) Subsequently, on
March 20, 2001, Lavin consented to the entry of an order for relief under Chapter 11 of
the Bankruptcy Code in the Lavin Bankruptcy Case On September 13, 2001, the
Bankruptcy Court entered an Order which confirmed the Official Unsecured Creditors'
Commrttee's Amended qudating Plan of Reaiganization dated August 9, 2001
("iUquidaton Plan") Pursuant to the terms of the liquidation Plan, the Post-
Confirmation Committee ("Committee") was established, and s authorized and directed
to liquidate Lavin's assets and properties for the benefit of Lavin's creditors and wind up
the affairs of Lavin Under the liquidation Plan, David Abrams was appointed
Disbursing Agent for the Lavin estate and Chairman of the Committee (collectively, the
Lavi Disbursing Agent")

Mr Abrams has signed this proof of claim, not indMdually, but solely in his
capacity as the Lavin Disbursing Agent and upon information and belief

Of the various Fansteel affiliates and entities which commenced Chapter 11
cases mn the District of Delaware, to the best of the Lavin Disbursing Agent's knowledge,
information and belief, the following Fansfeel debtors reflect their principal place of
business at One Tantalum Place, North Chicago, Illnots (collectively, the
Fansteel/North Chicago Entites)

Fansteel, Inc Case No 02-10109
Fansteel Holdings, Inc Case No 02-10110
PhoenixAerospace Corp Case No 02-10114
Custom Technologies Corp Case No 02-10111

The Lavin Disbursing Agent does not have any independent information
concerning nature of the actual business operations conducted by each of the
FansteeNorth Chicago Entities at their North Chicago site, or which of those entities
contributed to te environmental claims being addressed in the Lavin Bankruptcy Case
Given the proxtndy between the respective principal places of business of Lavmn (2028
Sheridan Road, North Chicago, Illinois) and the FansteellNorth Chicago Entities, and in
he interest of fully protectng the interests of the creditors of Lavin, the Lavin Disbursing

Agent has fied this proof of claim in each of the above referenced cases pending in
Delaware In the event that the Lavin Disbursing Agent subsequently discovers that one
or more of the Fensteel/North Chicago Entities did not conduct business operations
from the North Chicago site notwithstanding identifyig it as ther principal place of
business, the Lavin Disbursing Agent will withdraw any such proof of claim which is
ultimately shown not to be applicable
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RIDER TO PROOF OF CLAIM OF R LAVIN & SONS. INC (Page 2 of 2)

The Debtor's liabiltyto Lavin arises under Section 107(a) andlor Section 113(f)
of the Comprehensive, Environmental Response Compensation and Liabdity Act
(OCERCLA) for response costs incurred and to be incurred by Lavin m connection with
the investigation and remediation of the R Lavin & Sons, Inc real estae located at
2028 Shendan Road, North Chicago, Illinois (the "Laevn Ste') and the adjacent
Pettibone Creek and U S Navy Harbor, also located in North Chicago, Lake County
Illinois (the Adjacent Sies7) Parties liable under Section 107(a) of CERCLA are jointly
and severally liable for response costs including any Site Parties liable under Section
113(f) are liable for an equitable portion of response costs

Based upon U S EPA and Department of Navy investigations of the Lavin Site
and Adjacent Sites, the Department of Justice has filed proofs of claim in the Lavin
Bankruptcy Case for recovery of environmental response costs and damages for injury
to, destruction of, or loss of natural resources in the amount of approximately
$12,304,400 00 to $17,804,400 00 Upon information and belief, the Debtor conducts
and/or conducted operations at its facility located at North Chicago, Illinois which Is
located directly west of the Laevin Site, which, in turn, is located west of the Adjacent
Sites Operations conducted at Debtors facility have resulted in and contributed to the
release of the hazardous substances or wastes to the surface and subsurface,
including groundwater, of the Lavin and Adjacent Sites The documents supporting
Lavin's claim are too voluminous to be attached hereto, and further information and
documentation of Lavin's claim against the Debtor is available

The Committee continues to investigate the facts and circumstances giving nse
to possible addAonal claims against the Debtor, and expressly reserves the nght to
amend this proof of claim as necessary and appropnate

Chad H Gettleman, Esq
Adelman, Gettleman, Merens, Bensh & Carter. Ltd
53 W Jackson Bhd, Suite 1050
Chicago. IL 60604
(312) 435-1050

Kenneth W Funk
Deutsch, Levy & Engel, Chtd
225 W Washington St, Suite 1700
Chicago, Illinois 60606
(312) 346-1460

Attomeys for the Post-Confirmation Committee of R Lavin & Sons, Inc
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RIDER TO PROOF OF CLAIM OF R LAVIN & SONS. INC (age 1 of 2)

On February 26, 2001, an involuntary petton was filed against the Claimant
herein, R Lavmn & Sons, Inc (Lavin") under Section 303(b) of the Bankruptcy Code in
the U S Bankruptcy Court for the Northern District of Illinois, Eastern Drwsion, Case
No 01 B 06301 (the "Bankruptcy Courr or Lavin Bankruptcy Case") Subsequently, on
March 20, 2001, Lavin consented to the entry of an order for relief under Chapter 11 of
the Bankruptcy Code in the Lavmn Bankruptcy Case On September 13, 2001, the
Bankruptcy Court entered an Order which confirmed the Official Unsecured Creditorn
Committee's Amended Liquidating Plan of Reorganization dated August 9, 2001
("Liquidation Plan") Pursuant to the terms of the Liquidation Plan, the Post-
Confirmation Committee (Committee") was established, and s authorzed and directed
to liquidate Lavn's assets and properties for the benefit of Lavin's creditors and wind up
the affairs of Lavin Under the Liquidation Plan, David Abrams was appointed
Disbursing Agent for the Lavin estate and Chairman of the Commitee (collectvely, the
"Lavin Disbursing Agent*)

Mr Abrams has signed this proof of claim, not indidually, but solely in his
capacity as the Lavin Disbursing Agent and upon information and belief

Of the vanous Fansteel affiliates and entities which commenced Chapter 11
cases in the District of Delaware, to the best of the Lavin Disbursing Agent's knowledge,
information and belief, the following Fansteel debtors reflect their pnncipal place of
businss at.One Tantalum Place. North Chicago, Illinois (collectively, the
FansteelNorth Chicago Enties")

Fansteel, Inc Case No 02-10109
FansteetHoldings, Inc. Case No 02-10110
Phoenix Aerospace Corp Case No 02-10114
Custom Technologies Corp Case No 02-10111

The Lavin Disbursing Agent does not have any independent information
concerning nature of the actual business operations conducted by each of the
FansteellNorth Chicago Entities at their North Chicago site, or which of those entities
contributed to the environmental daims being addressed in the Lavin Bankruptcy Case
Given the proximity between the respective principal places of business of Lavin (2028
Sheridan Road, North Chicago, Illinots) and the FansteelNorth Chicago Entities, and in
the interest of fully protecting the interests of the creditors of Lavin, the Lavn Disbursig
Agent has filed this proof of claim in each of the above referenced cases pending in
Delaware In the event that the Lavmn Disbursing Agent subsequently discovers that one
or more of the Fansteel/North Chicago Entities did not conduct business operations
from the North Chicago site notwithstanding identifying it as their principal place of
business, the Lavin Disbursing Agent will withdraw any such proof of claim which s 
ultimately shown not to be applicable (
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RIDER TO PROOF OF CLAIM OF R LAVIN & SONS. INC Page 2 of 2)

The Debtor's liability to Lavin arises under Section 107(a) andlor Section 113(f)
of the Comprehensive. Environmental Response Compensation and Liability Act
(CERCLA) for response costs incurred and to be incurred by Lavin m connection with
the investigation and remediation of the R Lavin & Sons, Inc real estatX located at
2028 Shendan Road, North Chicago, Ilinois (the 'Lavin Ste) and the adjacent
Pettibone Creek and U S Navy Harbor, also located in North Chicago, Lake County
Illinois (the .Adjacent Stesm) Parties liable under Section 107(a) of CERCLA are jointly
and severally liable for response costs including any Site Parties liable under Section
113(f) are liable for an equitable portion of response costs

Based upon U S EPA and Department of Navy investigations of the Lavin Site
and Adjacent Sies, the Department of Justice has filed proofs of claim in the Lavin
Bankruptcy, Case for-ecover of environmental response costs and damages for injury
to, destruction of, or loss of natural resources m the amount of approximately
$12,304,400 00 to $17,804,400 00 Upon information and belief, the Debtor conducts
andlor conducted operations at ts facility located at North Chicago, li nois which is
located directly west of the Lavin Site, which, in turn, s located west of the Adn
Sites Operations conducted at Debtors. facility have resulted in and contributed to the
release of the hazardous substances or wastes to the surface and subsurface,
including groundwater, of the Lavin and Adjacent Sites The documents supporting
Lamn's clairm are too voluminous to be attached hereto, and further information and
documentation of Lavin's claim against the Debtor is available

The Committee continues to investigate the facts and arcumstances giving rise
to possible additional claims against the Debtor, and expressly reserves the right to
amend this proof of claim as necessary and appropriate

Chad H Gettleman, Esq
Adelrnan, Gettleman, Merens, Bensh & Carter, Ltd
53 W Jackson Blvd, Suite 1050
Chicago, IL 60604
(312) 435-1050

Kenneth W Funk
Deutsch, Levy & Engel, Chtd
225 W Washington St, Suite 1700
Chicago, Illinois 60606
(312) 346-1460

Attorneys for the Post-Confirmation Committee of R Lavin & Sons, Inc
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RIDER TO PROOF OF CLAIM OF R. LAVIN & SONS. INC (Page I of 2)

On February 26,2001, an involuntary petition was filed against the Claimant
herein, R Lavin & Sons, Inc ("Laevin") under Section 303(b) of the Bankruptcy Code in
the U S Bankruptcy Court for the Northern District of Illinois, Eastern Division, Case
No 01 B 06301 (the OBankruptcy Courr or "Lavin Bankruptcy Case") Subsequently, on
March 20, 2001, Lamn consented to the entry of an orderfor relief under Chapter 11 of
the Bankruptcy Code in the Lavmn Bankruptcy Case On September 13,2001, the
Bankruptcy Court entered an Order which confirmed the Official Unsecured Creditors'
Committee% Amended Liquidating Plan of Reorganization dated August 9, 2001
("Liquidation Plano) Pursuant to the terms of the Liquidation Plan, the Post-
Confirmation Committee ("Committee") was established, and s authorized and directed
to liquidate Lavin's assets and properties for te benefit of Lavmn's creditors and wnd up
the affairs of Levin Under the Liquidation Plan, David Abrams was appointed
Disbursing Agent for the Lavin estate and Chairman of the Committee (collectively, the
uLavmn Disbursing Agent7)

Mr Abrams has signed this proof of claim, not individually, but solely n his
capacity as the Lavin Disbursing Agent and upon information and belief

Of the various Fansteel affiliates and entities which commenced Chapter 11
cases in the District of Delaware, to the best of the Lavin Disbursing Agents knowledge,
information and belief, the following Fansteel debtors reflect their principal place of
business at One Tantalum Place, North Chicago. Illinois (collectively, the
Fansteel/North Chicago Entites")

Fansteel, Inc Case No 02-10109
Fansteel Holdings, Inc Case No 02-10110
Phoencx Aerospace Corp Case No 02-10114
Custom Technologies Corp Case No 02-101 11

The Lavin Disbursing Agent does not have any independent information
conceming nature of the actual business operations conducted by each of the
FansteelVNorth Chicago Entities at their North Chicago site, or wuch of those entities
contributed to the environmental claims being addressed in the Lavnn Bankruptcy Case
Given the proximity between the respective principal places of business of Len (2028
Sheridan Road, North Chicago, Illinois) and the FansteellNorth Chicago Entities, and mn
the interest of fully protecting the interests of the creditors of Lavin, the Levmn Disbursing
Agent has fled this proof of claim an each of the above referenced cases pending in
Delaware In the event that the Lavin Disbursing Agent subsequently discovers that one
or more of the FensteeLNorth Chicago Entities did not conduct business operations
from the North Chicago site notwithstanding identing it as their principal place of
business, the Lavn Disbursing Agent will withdraw any such proof of claim which is
ultimately shown not to be applicable
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RIDER TO PROOF OF CLAIM OF R LAVIN & SONS, INC (Page 2.f2)

The Debtor's liability to Lavm anses under Section 107(a) andlor Section 113(f)
of the Comprehensive, Environmental Response Compensation and Liabidy Act
("CERCLA") for response costs incurred and to be incurred by Lavin in connection with
the investigation and remediation of the R Lvin & Sons, Inc real estate located at
2028 Sheridan Road, North Chicago, Illinois (the Lvin Sde") and the adjacent
Pettbone Creek and U S Navy Harbor, also located in North Chicago, Lake County
Illinots (the 'Adjacent Sites') Parties liable under Secbon 107(a) of CERCIA arejoinly
and severally liabJe for response costs including any Site Parties liable under Section
113(t) are liable for an equitable portion of response costs

Based upon U S EPA and Department of Navy investigations of the Lavin Site
and Adjacent Sites, the Department of Justice has filed proofs of claim in the Lan
Bankruptcy Case for recovery of environmental response costs and damages for injury
to, destruction of, Or lM 0f natural resources in the amount of approximately
$12,304,400 00 to $17,804,400 00 Upon information and belief, the Debtor conducts
andlor conducted operations at its facility located at North Chicago, Illinois which is
located directly west of the Lavin Site, which, m turn, s located west of the Adjacent
Sites Operations conducted at Debtors facAlty have resulted in and contnbuted to the
release of the hazardous substances or wastes to the surface and subsurface,
including groundwater, of the Lavin and Adjacent Sites The documents supporting
Lavinrs claim are too voluminous to be attached hereto, and further information and

* documentation of Lam's claim against the Debtor is available

The Committee continues to investigate the facts and circumstances giving nse
to possible additional claims against the Debtor, and expressly reserves the Aght to
amend this proof of claim as necessary and approprate

Chad H Getleman. Esq
Adelman. Gettleman, Merens, Bensh & Carter, Ld
53 W Jackson Blvd, Suite 1050
Chicago, IL 60604
(312)435-1050

KennethW Funk--
Deutsch, Levy & Engel, Chtd
225 W Washington St ,.Suite 1700
Chicago, llnois 60606
(312) 346-1460

Attorneys for the Post-Confirmation Committee of R Lavin & Sons, Inc
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RIDER TO PROOF OF CLAIM OF R LAVIN & SONS. INC (Page I of 2)

On February 26, 2001, an involuntary petition was filed against the Claimant
herein, R Lavin & Sons, Inc Lavin") under Section 303(b) of the Bankruptcy Code in
the U S Bankruptcy Court for the Northern District of Illinois, Eastern Divsion, Case
No 01 B 06301 (the OBankruptcy Court' or "Lavin Bankruptcy Case) Subsequently, on
March 20, 2001, Lavin consented to the entry of an order for relief under Chapter 11 of
the Bankruptcy Code in the Lavin Bankruptcy Case On September 13, 2001, the
Bankruptcy Court entered an Order which confirmed the Official Unsecured Creddiors'
Committee's Amended Lquidating Plan of Reorganization dated August 9. 2001
("Liquidation Plan") Pursuant to the terms of the Liquidation Plan, the Post-
Confirmation Committee (Committee) was established, and is authorized and directed
to liquidate Lavins assets and properties for the benefit of Lavin's creditors and wind up
the affairs of Lavin Under the Liquidation Plan, David Abrams was appointed
Disbursing Agent for the Lavin estate and Chairman of the Committee (collectively, the
"Lavin Disbursing Agent")

Mr Abrams has signed this proof of claim, not individually, but solely in his
capacity as the Lavin Disbursing Agent and upon information and belief

Of the vanous Fansteel affiliates and entities which commenced Chapter 11
cases in the Distnct of Delaware, to the best of the Lavin Disbursing Agent's knowledge,
information and belief, the following Fansteel debtors reflect their pnncipal place of
business at One Tantalum Place, North Chicago, Illinois (collectively, the
Fansteel/North Chicago Entities")

Fansteel, Inc Case No 02-10109
Fansteel Holdings, Inc Case No 02-10110
Phoenix Aerospace Corp Case No 02-10114
Custom Technologies Corp Case No 02-10111

The Lavin Disbursing Agent does not have any independent information
concemng nature of the actual business operations conducted by each of the
FansteelNorth Chicago Entibes at their North Chicago site, or which of those entities
contributed to the environmental claims being addressed in the Lavin Bankruptcy Case
Given the proimity between the respective principal places of business of Len (2028
Sheridan Road, North Chicago, Illinois) and the FansteellNorth Chicago Entities, and in
the interest of fully protecting the interests of the creditors of Lavin, the Lavin Disbursing
Agent has filed this proof of claim in each of the above referenced cases pending m
Delaware In the event that the Laevn Disbursing Agent subsequently discovers that one
or more of the FansteelNorth Chicago Entities did not conduct business operations
from the North Chicago site notwithstanding identifying it as their principal place of
business, the Lavin Disbursing Agent will withdraw any such proof of claim which s
ultimately shown not to be applicable
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RIDER TO PROOF OF CLAIM OF R LAVIN & SONS. INC (Page 2 o 2)

The Debtor's liabdity to Lavin anses under Section 107(a) and/or Section 113(f)
of the Comprehensive, Environmental Response Compensation and Liability Act
("CERCIA") for response costs incurred and to be incurred by Lavin in connection with
the investigation and remediation of the R Lavin & Sons, Inc real estate located at
2028 Sheridan Road, North Chicago, Illinois (the Lavin Site) and the Adjacent
Pettibone Creek and U S Navy Heirbor, also located in North Chicago, Lake County
Iinois (the Adjacent Sites) Parties liable under Section 107(a) of CERCLA are jointly
and severally liable for response costs including any Site Parties liable under Section
113(f) are liable for an equitable portion of response costs .

Based upon U S EPA and Department of Navy investigations of the Lavin Site
and Adjacent Sites, te Department of Justice has filed proofs of claim in the Lavin
Bankruptcy Case forecovery of environmental response costs and damages for injury
to, destruction of, or loss of natural resources in the amount of approximately
$12,304,400 00 to $17,804,400 00 Upon information and belief, the Debtor conducts
and/or conducted operations at its facility located at North Chicago, Illinois which s
located directly west of the Lavin Site, which, in tum, is located west of the Adjacent
Sites Operations conducted at Debtor's facility have resulted in and contributed to the
release of the hazardous substances or wastes to the surface and subsurface,
including groundwater, of the Lavin and Adjacent Sites The documents supporting
Lavin's claim are too voluminous to be attached hereto, and further information and
documentation of Lavin's dafmf against the Debtor is available

The Committee continues to investigate the facts and circumstances giving rise
to possible additional claims against the Debtor, and expressly reserves the right to
amend this proof of claim as necessary and appropriate

Chad H Gettleman, Esq
Adelman, Gettleman, Merens, Bensh & Carter, Ltd
53 W Jackson Blvd, Suite 050
Chicago, IL 60604
(312)435-1050

- Kenneth W Funk
Deutsch, Levy & Engel, Chtd
226 W Washington St, Suite 1700
Chicago, Illinois 6D606
(312) 346-1460

Attorneys for the Post-Confirmation Committee of R Lavmn & Sons, Inc
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IN THE UNITED STATES BANItPTCY COURT I'

FOR THE NORTHERN DisR[Cr Or ILLINO , ,
EASTERN DMSTON 4&. 4

INRE: ) CHAPTEAR II

R. LAVIN & SONS, INC., ) Case No. 01 B 06301
)

Dcbtor. ) 'Me Honorable Ronald Barliant

POST-CONFRMATION STATUS REPORT

NOW COM[3S thc Post-Confirmation Committee ofR. TAwin & Sons, Inc., the above
named debtor ("Debtor"), and in Trepnse to Ibis Court's Order for Rcport on Status dated August
19,2002, respectrully states as ollows:

1. Descrigtion or Debtor. For many years. the Debtor was engaged in business
as a seconday smelter and refinr ofcopper-basod alloys operating from its primy facilities
located at 2028 Sheridan Road, North Chicago, Illiois (the "Facility"). On February 26,2001, an
involuntary petition commencing this case was iled in this District against te Debtor under
Section 303(b) of the Bankruptcy Code. Subsequently, on March 20,2001, the Debtor consented
to the entry orun order herein ror rclicfunder Chapter ll ofthe Bankruptcy Code. On or about
July 18, 2001, the Debtor was forced to suddenly and unmxpectedly shut down its business
operations when due to substantial operating losses sustained during June 2001, the Debtor could
no longer borrow any additional working capital.

2. Present Status of Case. lhe Debtor's demise required the immediate
commencernca of the complete liquidation oral of the assets in this cstate for purposes of
distribution orffos proccds to the creditors in Ibis case. The Official Coinnitteo orUnsecured
Creditors herein believed that the liquidation process should proceed under creditor control, and
to that end, filed the Creditors' Committee's Amended liqudating Plan of Rco ation dated
August 9,20O1 (Lquidation Plant ). The liquidato Plan was confirmed by order orlhis Court
dated September 13, 2001. Pursuit to the terms orthe Liquidation Plan, the Post-Confirmation
CommiUee ("Committee") was cstablished, and is athorized and directed to liquidate Che
Debtoes assets and properties for the benefit of the creditors berein and wind up the affair ofthe
Debtor. Under the Liquidation Plan, David Abrams of Abrams & Jossel Consulting, Inc., 39 S.
LaSalle Street, Suite 1410, Chicago, Illinois 60603 (re. 312-629-8585), a financial consulting
fr with substantial experience In Insolvency matters, was appointed Disburing Agent for the
Debtoes cstate and Chairnan of the Committee. Th remaining three members orfthe Committee
are usecued creditors herin holding claims in the aggregate of almost $2 million (total
unsecured trade claims approximate $10 million per te Debtors schedules), and were formerly
members of the Official Unsecured Creditors' Committee In the Chapter II case. le
Commictte's elTorts conmenced on or about September 24, 2001.

_ - 1
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In sun, over the past year, the Committee, through its representativcs, has, among othcr
things, perroTeod the following asks, many of which arc continuing to date:

(a) completed the sale of all of the Debtor's remaining inventory gcncrating
sales proceeds of approximately SSOO,000;

(b) negotiatod the terms and conditions of the public auction agreement ror all
of the Debtor's machinery and equipment with Michael Fox Auctioneers;

(c) completed the nationally advertised machinery and equipment auction,
which was conducted on May 30,2002 and generated net sales proceeds to the estate of
approximately $361,000;

(d) collected approximately $750,000 oroutsatnding accounts rccivablc;

(c) ncgotiatcd payment plans for the repayment of approximately $462,000 of
outstanding accounts receivable owing the Debtor (rom several of its customers;

(f) pursued collection efforts for all of the Debtor's remaining accounts
receivable (approximately $840,000), including, retaining special collection counsel on a
contingency fee basis to commence collection actions against approximately 13 account debtors
owing the estate some $300,000;

(g) retained environmental special counsel and consultants ncedcd to address
a multitude of envirournental issues relating to the Dcbtors prior business activities and the
Committecds current liquidation cforts;

(h) had significant discussions with the many representatives of various
federal, state and local governmental agencies, including: Federal - U.S. Departmcnt ofthe Navy;
U.S. DqArtment of the nterior, National Oceanic and Atmospheric. ministaon ofthe U.S.
Department of Commec, U. S. Environmental Protection Agency ("USEPA"); and US.
Depatment of Justic, Environmental Enforcement Division (USDOJ"); State - Illinois
Attorney General% Office ind Ullinois Environmental Protection Agency; Local - Metropolitan
Water Reclamation District of Chicago, North Shorc Sanitary District (Lake County, linois),
and City of North Chicago, regarding a host of environmental issues related to cnvironmental
clean up efforts at the Facility, real estate sales cfforts for the Facilt, multi-million dollar
environmental rlated claims filed in this case byvarious of the aforementioned federal, state and
local governmental agencies (collectively, the "Environental Claims"); prosecution and
settlemenl of insurance litigation causes oraction; and related environmental issues;

(i) continued to address the removal of various waste nd othercntamninaed
natcrials (hazardous and mon-hazardous) from the Facility (Le. approximately 2,000,000 gallons
of storm, sewer and processed water, 6-8 million pounds of slag piles; sludge; bag house dust;
ctc.);

2
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() conducted discussios for the sale or other disposition of the Facility with
potential real estate brokers, developers, purchasers and lessccs, ncluding, the City of North
Chicago, Illinois;

(k) discussed and reviewed the possible retention of an altcrnativc dispute
resolution finn to assist the parties in resolving all environmcntal and insurance related issues
and chins;

(1) continued prosecuting the Debtor's insurance litigation pending in the
Circuit Court of Cook County, Illinois (R. Lain & ,Sons, Inc. v. Liberly Mutualinsurance
Compay, el af., Case No. Cll 038), in which action the Debtor seeks to recover claims
under various of the Debtor's prior liabiity insurance policics for environmental expenditures
made by the Debtor over the years, and by way otamcndment by the Commitee, also seeks
coveragc for th Environmental Claims filed in this case (the "Environmental Insurance
Litigation");

(m) continued various settleent negotiations with certain of the defendants in
the Environmenatal Insurance Tiligation;

(n) resolved various utility service issues rising at thec Facility,

(o) cormntnced an analysis ortsc cla listed by the Debtor in its bankruptcy
schedules againt the claims reglstcrs reflecting all proofs of claim filed in the case,

(p) amended the liquidation Plan to extend the time within which the
Cnommittee must review and olject to unsecured claims so as to avoid unnecessary legal
expenses at this time;

(q) maintaincd, prcscrved, rcvicwcd, analyzed and ozganized the multitude of
books and records maintained by the Debtor in order to facilitate the liqsudation effort, Including
all necessary tax and other required repoding

(r) naiutained and preserved the Facility, Including 24 hour per day guard
service and all necessary Insurance coverage;

(s) handled inquiries From numerous crcditors and other interested paries
inquiring as to the stabs oftho case and the anticipated timing and extent of any distributions to
carditors;

(I) prepared status reports to the Committee and other interested parties as
necessary concerning pending matters throughout the ongoing liquidation elrort,

(u) retained special labor counsel needed to address various labor issues
relating to the Debtoes closure;

3
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(v) reviewed monthly professional compensation rcquests submitted by the
Committee's protossionals;

(w) prepared all necessaxy tax returns, governmental ilings and bankruptcy
court filings to ensure continued compliance with all applicable laws;

(x) prepared inventory listing of voluminous amoants of company documents
for record retention determination and implementation;

(y) assisted the Pcnsion Bcncfit Guaranty Corporation in organizing andu
providing it with the essential documentation to assume administration of the Debtors pension
plan;

(v.) reviewed and rnizmIt the Debtor's historical purchase records and
underlying support for submission and recovery of claim in favor of the Debtor in class action
suit, as more fully described below;

(aa) preparcd disburscmcnts to all post-confirmation creditors fbr various
operating expenses while maintaining and managing the remaining aiueLs in the estate;

(bb) continued review orthe implications orthe ongoing liquidadon efforts in
order to address case closing considerations, including review of actual and projected liquidation
expenditures; and

(cc) taken such other steps as have bccomc necessary to further the liquidation
effort.

3. Dates orSignificant Orders Fntered in this Case.

(a) March 20,2001 - Order ror Relicrmdcr Chapter 11 of the Bankruptcy Code.

(b) April 30, 2001 -Final Financing Order.

(G) September 13.2001 - Order Confirming liquidation lan.

4. Unresolved Matters.

(a) Sale ofthe Facility (largcty dependent upon the resolution of the
cavironmental related matters described below):

(i) Discussions for the sale of the Facility are continuing with the City of
North Chicago as well as other parties cxpressing an interest in acquing the prperty. The City of
North Chicago has expressed its willinguess to take title to the Facility irit will bc rclcased from
certain cnvironmcntal claims under RCRA and Iho Clean Water Act. Neither the federal or state

4



I. I

environmental agencies havc formally agreed to such relcascs, but have indicated a willingness to
work toward such a rcsult. The tine framc for this to be accomplished is outsidc the cntrol of the
Committee, and thus cannot be predicted at this time. To hoperully deftay the carrying costs
associated with the Facility (guards, utilities, insurance), the Committee is seeking alternative
anrangeuicnis with the City of North Cbicago in tho cvcnt that the necessary relcascs are delayed.
Under the Liquidation Plan, the Committee must obtain the Courtes approval of any sale of the
Facility. Pcnding further discussions with the City of North Chicago and otherinerested partics, thc
Committee way proceed with a motion to sell the Facility within the near future.

(ii) The sale ortbc Facility Is also dependent upon all or a portion of the
cloan up cEfforts described below. Thc Committee made a proposal in March 2002 to address much
of the clean up, but as yt, despite receiving the informal indication that the rederi and state
environmental agencies would support such proposal, the Committee has been unable to obtain the
necessary formal acceptance or samc. The Committee has ubinitted various written drafts or
agreements to resolvc this matter so that the Committec can undertake the necessary clean up to the
extent possible. The time fiame for obtaining the agencies formal approval is outside orthe control
of the Committee, and thus cannot be predicted at this Lite. The Committee hopes that the
necessary approval will be obtained within the next 15 days. If such approval is not forthcoming;
the Committee will seek the Court's intervcntion In order to accomplish the necessazy tasks.

0) Lnviromnental Related Mattqs:

(i) Ncgotiations are continuing negrding various clear up efrorts at the
Iracility relating lo the removal of certain contaminated materials from the Facility (i.c.
app xiately 2,0D,000 gallons of storr, sewer and processed waer, 68 million pounds of slag
piles; sludge; bag house dust; etc.). In March 2002, mpresentatives of the Committee met with
rcprcsentatives of the federal and state environmental agencies to discuss, among other things, a
proposed settlcmnat with one of the delendants In the Environmental Tnsurancc Litigation. Such
settlemcnt would provide approximatly $300,000 for the estate and an additional $180,000 for
payment of clean up activities at the Facility. This settlement was the first presented to the agencies
for their approval by the Committee. Under the Liquidation Plan, notice of all such settlement
proposals must be given to suffch agencies. If an objection is madc, the parties attempt to amicably
resolve their diflbrwcces, and If this cannot be accomplished, the matter can be brought to the Court
for adjudication. Ihe agencies objected to such proposed insurance settlement and the March
meeting cnsued. At te March mcting, the Committee made a proposal which would allow the
settlement to be approved and have a portion of the settlement funds (approximately $1 80,000)
allocatod to the clean up of as much of'thc water, slag and sludge as possible. To thut end, the
Commitees counsel immediately prepared and circulated a proposedletter agrement to all parties.
The Committee also obtained bids for the removal orthe water which showed that such removal
could be accomplshed within the applicable fiancial constniints. Since the Committee was
formed, substantial progress had been made in eliminating portions of the slag pile by allowing
ccrtainrecyclers to rmove ie slag at theircost (the slag has no value to the estate and ould be
vtcnely costly to rcmovc). Despite various revisions being made to the proposed letter agreenent
over thc past months, to date, it still has not been signed due to the Ibderal agencies' inability to
obtain the necessary authorizations. The Committee believes that one of the reasons for the delay

5
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was that subsoquent to March 2002, th Faclity, which had been a state led environmental site
became a federally led envirgrunental ite A CERCLA Removal Action" was initiated by the
USEPA. A federal on site coodinator ("OS(C") was appointcd. This transition created certain
unavoidable delays in the ederal agencics' ability to proceed with the Committees proposal. The
()SC has xamined thc Facility and met with representatives of tbe Committee. The USEPA has
prepared a proposed Agreed Administrative Order on Consent ('AOC) which is accssary undcr its
rules and regulations for any settlement to proceed. Presently, the Committc has submitted a
revised letter agreement and rcviscd proposed AOC to thc USDOJ and USLIPA. The Committee
hopes to finaliz this agrement within the next two weeks Tf approved, the removal ortho
water/sludc. and fimds prmitting the slag, can begin almost immediately after the insurance
settlement fiuns are received (the Commitoc bclievcs that the insurance settlcment offer in
question remains open). If sufficient funds fiom the Insmace settlement remain afler the reMoval
of the water, the Committees resentatives will apply such excess to te removal of the sludge
and slag. Further, the Committee is providing the USPA with certain information conecerning the
metal processing company which has offered to remove addilional portions of the slag pile at no
cost to Ih cstate. Ultimaty, ifthe Cfommittee is aNo-to cause the removal of theiwater, sludge and
slag from toFality, it-will gr tlyaeit the Commiuttees efforts to dispose of the Facility. The
estimated tie to accomplish the cm up cfforts cannot be priced at this timc duc to th mattrs
which re outside of the ComrniUees control, however, ire ncssay approval is o obtainedrro the governmental agencics within the next two weks, the Committee will seek the
intervetion of the Court

(i) Continued prosecution of the pending Circuit Court oCoo County,
Illinois Environmental Insurance Litigation. As stated, the Committee, through its special
cnAronment counsel, Kenneth W. Funk, Esq. and Karen K. Mack, Esq., Deutsch, Lcvy & Engel,
Chtd, has filed an amnended complaint In this action to incoporate claims n fvor of the estate
arising out ofthc Environmental Claims filed by certain of the govnmental agencies in Ihe
bankruptcy case. Presently, tie parties in that suit are to meet to discuss establishing a discovery
schedule. A saus hearing has been set ror November 18, 2002 bWore Judge McGann As morefully discussed below, the time fiane for the resolution of this litigation depends on hc possible
utilization of such litigation to elp rsolve thc Environmental Claims. Absent a settlement, the
prsecution onhe Environmental nsurance Ltigation will be protracted and the resolution of
which cannot be-predicted.

(ii) Continuing negotiations with eapplicable govemental agencies
concerning Items (a), (b)(i) and (bCii) abo, and the reolution, by agrement or litigation, of the
Environmental Claim At the meeting with certain of the agencies in March 2002, the Committee
discusscd the possibility ofthe agencies agreeing to look only to insurance recoveries in the
Environmental Insmrance Litigation for repaymeut of their laims (or clean up of the aviromental
matters as applicable) thus allowing all non-environmental creditors to receive their pro rata share
of any and all other rfuds gcncratcd in the estate. The basis ofthis suggestion by the Committee was
that given the amount of the Environmental Claiims, their clusion with other usccurcd claims
would so grea dilute any distribution to the ofier creditors as to render rither liquidation cforts
almost meaningless, and that th sie of the anticipated liquidation powceds(other than Insuranc
recoveries) would not be sufficient enough to addrss the agencies' Environmental Claims i any
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* m~h~p~gfiul.roun.L It was sugestod by the USD)J that a possible solution to these Issues could be
a ieved througb ihe services of an alteinve dispute resolution firm. One such rm was
recoDmended arid representatives of the Committee have subsequntly met with reprcsentatives of
that fium. Discussions are continuing as this process could provide the most realistic means of
resolving the agencies' Environmental Claims. Without such resolution, there can be no distribution
to the otier creditors in the case. Thtimeoramotorthbe tholutlaotoffbtlEmrironmental-Cliams
cannot pMcti atthis- u r .e fedel and state agencies' requests for payment or
administrative expenses in this case have been continued by agrccmnt fRom time to time and arc
carrcntl st ror status hearing on November 1, 2002. A filirthr agreed extension Is anticipated.

(iv) Included in the general claims analysis process, the Committee will
need to addrss a proof of claim for contribution to continuing environmental contamination filed in
this case by Fansteel, Tnc., which operated its fiactory on adjacent property, and subsequcntly has
filed a number of rlated Chapter I I cases in the District of Delaware. In tun, the Committee has
filed conmtribution claims in the Fanstecl bankraptcy cases. No discussions have yct begun as the
proofs of claim filed in the Fansteel Cas occurTed earlier this month.

(v) The cin wat =tcasjon tepan Lae. used motor
{v) % , t,4, *.^p.-s..L; Wi m~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~_ W % R q ~ o adt e l ntg e

oil, paints) a ind Cqr tnPel.tr' I ll ipimpstuse o d om thte
Facility. Qu&qgo asfobnefor removalcost at oximaly$2O,000$40,000, he
compkletibn aifd iW fUeX'tf r ifltls neede&tobeTemovedan&the actual removal should
occur withirr'3&-60days.-

(c) Collection orfthc renaining outstanding accounts recchible in addition to
the payment programs described below. the Disbursing Agent estimates that approximately
S200,000-$400.000 of the remainigg outstanding accoumts receivable may still be collectible. The
Committee has cltred into payment plans with several ofthe acomnt debtors - representing almost
$500,000 of accounts receivable. An such parties have continued to remain currct on their monthly
payments. Te Disbursing Agent continues to pursue approximately 13 accounts owing the Debtor
thc aggregate sum of $76,997.52. Thc Disbursing Agent has turned over 13 files on a contingency

ee basis to special collection counsel, William Schur, Esq., 11 W. Washington St., Suite 737,
Chicago, llinois 6062 (Tel. no. 312853-0156). These 13 accounts have balancs owing to the
Debtor in an aggregate amount oraimost $304,000. The Committee cannot predict the outcome of
these actions.

(d) Review and analysis of administrativc, priority and general unsecued daims
filed in this cas, followed by any appropriate objections to any or all of such claims and
adjudication of such objections. ThIs process has been initially begun, however due to the
significant unacertainlies caused by the filing ofthe Environmental Claims, a rull blown cflort to
review and analyze the multitude of claims on file in this case has not yet been made given the
attendant costs. The Comniltee has obtained the entry ora Court orde modiying fic Uquidation
Plan to allow until March 31,2003 to file objections to caims hen.

(e) Preparation of the corpomte Fedeal incoe lax return or the 2001 tax year
which mnigbt gmet an estimated tax rfund for t estate in tho amount of $68,000 showed owing
from the Debtors 2000 lax year retum Ihe 2001 return should be completed within 30-60 days.
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(() Continued reviow of thcDebtoes books and records to dctcrmine which
documen¶ need to he retained. There awe approximately 100 yom orrecords. To datc, two 40
trailers fully loaded with unnecessary scrap papers and files havc been rcmoved fiom the premises.
'This process is painstaking as many boxes labeled, for example, as holding 1942 docunents in ftct
also hold 1998 documents. To date, approximately 251 boxes or"savcd" materials dating from 1995
forward have been accumulated, sorted and labeled. This process continucs and should be
completed within the next 30 days.

(g) Determine the appropriate action to finali7z and erminate the Debto's 401 (k)
plan which has been delayed due to the inability to locate ccrtain of the plan's participants, all of
whom have failed to respond to notifications of the need to terminate their accounts. Typically, a
plan cannot be terminated until WI participant accounts have been disburexl according to the
participant's writtecn Instructions. There remains one participant that has failed to provide
disbursement information to the plan administrator despite repeated atte=pts to locale him.
Ultimately, the plan can be teminated even if the remnaing participant cannot be located upon
submission orthe appropriate orms. The forms will bo submitted within the next wOeL

() Continue to monitor a class action suit pending in the Superior Court of the
State of California for thec County of S Diego, National Metais, Inc., et al v. Sumitomo
Corration et at, Case No. 0C734001. The suit alleges damages to class members, including the
Debtor, arising out of collusion to maintain artificially inflated prices for copper during the class
period, 1993-1996. The Conmittee has accumulated information supporting approximately S48-$51
million of copper purchases by the Debtor at Ihe inflaled prices. The Conmitee has submitted Le
support information to the class's lead counsl. Notices sent to class menbers indicate that a class
mcnbcr's "recognized loss" will be 3% of their total purchases of the subject items. Thc Committee
is fither informed that therm has been a $1 0 million settlement reached with one of the defendants
and remaining non-settling defbndants include various major finmcial institutions (i.e. JPMorgan
Chase Bank). The Committee does not know how large the class is or whether the claim submitted
will be objected to and subject to further negotiation. Further, the CommiUee does not know how
soon ay distributions will be made, however, the Committee continues to follow up on this
potential asset

(i) Distribution of available funds to the creditors in accordance with the terms
and conditions of the Liquidation Plan. Due to the many outstanding issues In this case, the
Committee is unable to ptEct when or to what extent any distribution can be madc to croditors
herein.

S. Conclusion.

Given the Debtor's wmxpetcd demise, the complexity of Its afDirs, and the wide
aray of environmental Issues, the Committee knew from the outset that the liquidation effort would
be cxceedingly diMcult, costly and time consuning. Nonetheless, someone had to be rponsiblc
for this undertaking and die Crcditorse Committee In the Chapter 11 case felt that any liquidation
effort should proceed under direct creditor controL However, while certin of thse difficulties were
well known, numerous others have arisen over the past year due to the complexity of the Debtoes
aairs and the manner In which the Debtoe's operations ceased. Despite the progress made over the
past year, the liquidation continues to be an extremely arduous and time consuming assignment. The
a"tlity to progress on many of the environmental issues is outside of the control or the Cmmittee
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and has required the aesistance orthe federal and state cnvironmcntal agcacies. However, the
Committce continncs to proccod on the assumption that it remains possible to make a distribution in
some amount and at some time to the general unsecured crcitor; in this case. This wIl not b a
simple goal to achieve given the extent ofthe problems being faced, but it remains possible. Still, it
is too uncertain to predict when or how much of a distribution can be made. Every effart is being
made by the Committees representatives to efficiently and efFectively accomplish the many tasks
attendant to thc liquidation ceort contemplated by the Liquidation Plan.

Respectilysubmitted,

Post-Confirmation Committee of
R. Liavinl & Ss nn

One of its Attorneys

CHAD H. GETFLEMAN, ESQ. (ARDC #944858)
MARK A. CARTER FSQ. (ARDC #06199602)
ADEIMAN, GEITLEMN, MERENS,

13ERTSH & CARTER, TD.
53 West Jackson Blvd., Suite 1050
Chicago, Illinois 60604
(312)435-1050
Attorneys for the Post-Confirmation Committee

YNNETH W. FUNK, ESQ.
KART KAVANAGH MACK ESQ.
DEUTSCH. LEVY & ENGEL, CHTD.
225 West Washington Street, 17d floor
Chicago, IlMinois 60606
(312) 346-1460
Special Environmental Counsel to the

Post-Confirmation Commiuee
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TRANSMI6SON REPORT

(wED) SEP 0 200 15 49
12125935955 CHUI.TE ROTH ZABEL LLP

|DOCUMENT TIE STORED TIME ENT | DURATION 1PAGE(G)l MODE IRESULT1
14861207-4071 9.10 15:46 9.10 15:46 2 30-1 9 ECM IOK

DESTINATION DST.TEL #
0001#13124351059 9008#0214020001#13124351059

SOJULTE ROTH & ZABEL LP

010 lhrd jAveca
New York, NY 12

on1) 7s-
&r (212) 593.5O5

tWWzum cor
;a F ! . -:

FA CSIMILE
PLEASE DISRIBIUE TO ALL LISTED PERSONS

TO Compang FarNo. Confirmation No.

Nathan Q. Rugg Adelman, Gettlemnan Merens, 312-435-1059
Rerish & Cuter, Ld.

312-435-1050

FROM: Dai Jnsen DATE: September 10, 2003
DIRECT DLAL: (212) 16-2455 Ne of Pages:

Number Of Cover Sheets: Uding COVer Page)
Fn.r NQ: 0214012 0001_

AdditionalIMessage: Nathan,
Pursuant to our conversation earlier today, attached is a copy of the June 17, 1997 letUr frm the USEPA Issued
to Fanctcel Inc. as a named PRP with respect to the Vulcan Louisville Smelting Company Site in North
Chicago. 1linos. Also attached is an excerpt from the administrative order deCaling with the site which names
only Fansteel Inc. In the caption. As previously indicated, without addressing the merits of ft claim ascrted
by the Lavin Post Confirmation Commitc= against Fansteel Iac, tho Pansteel Debtors believe that the Lavin
claims am not properly asered against Outm technologies Corp., Phoenix Aerospace Corp. or Fanstci]
Holdings. Inc- as none of these panies hav ben Identified by the USEPA as PMPs with respect to the site and
have never owned nor conducted any operations at the site. We, therefore, request that in accordance with the
representations contained in thc proofs of caim filed against these Debtors ("In the event that the Lavin
Disbursing Agent subsequently discoven that one or more of the Fansteel/North Chicago Entities did not
conduct busincss operations from the Noth Chicago tite.... the Lavin Disbursing agent will withdraw any such
proof of claim which is ultimately shown to be not applicable") on behalf of the Lavin Post Confirmation
Committee that the clainis filed against Custom, Phocnix and Pansteal Holdings be withdrawn. Wc of course
reserve all rights with respect to any objection that Fansteel may have with respect to he clim asserted against
Panstccl Inc.



IN THE UNITED STATES BANKRUPTCY COURT

FOR THE DISTRICT OF DELAWARE

In re: ) Chapter 1

FANSTEEL INC., et al.,' Case No. 02-10109 (JJF)3 (Jointly Administered)

Debtors. )

ORDER DISALLOWING AND EXPUNGING THE CLAIM OF R. LAVIN & SONS, INC
AND THE POST CONFIRMATION COMMITTEE RELATING TO THE

SUPERFUND SITE IN NORTH CHICAGO. ILLINOIS

Upon consideration of the objection and motion by Fansteel Inc. ("Fansteel"), a

Delaware corporation, and its direct and indirect subsidiaries, as debtors and debtors in

possession (collectively, the "Debtors") objecting to the proof of claim (the "Proof of Claim") of

R.Lavin & Sons, Inc. ("Lavin") c/o the Post-Confirmation Committee authorized to liquidate the

assets of Lavin bankruptcy estates (the "PCC") dated August 28, 2002 and filed against the

Fansteel Inc., Fansteel Holdings, Inc., Custom Technologies Corp. and Phoenix Aerospace Corp.

on September 5, 2002, and seeking entry of order disallowing and expunging the Proof of Claim;

and notice of the Objection having been provided to (i) the United States Trustee; (ii) counsel to

the Committee; (iii) counsel to PCC; (iv) counsel to the EPA; (v) counsel for the Department of

Justice and (vi) all parties requesting notice pursuant to Bankruptcy Rule 2002; and it appearing

that no other or firther notice need be given; and after due deliberation and sufficient cause

appearing therefore, it is hereby

ORDERED that the Objection is granted; and it is further

The Debtors are the following entities: Fansteel Inc.; Fansteel Holdings, Inc, Custom Technologies Corp., Escast,
Inc., Welinan Dynamics Corp., Washington Mfg. Co., Phoenix Aerospace Corp., and American Sintered
Technologies, Inc.
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ORDERED that the Proof of Claim No. 639 of PCC asserted against Fansteel

Inc., attached hereto as Exhibit "A", shall be disallowed and expunged; and it is further

ORDERED that the Proof of Claim of PCC No. 640 asserted against Fansteel

Holdings, Inc., attached hereto as Exhibit "B", shall be disallowed and expunged; and it is firther

ORDERED that the Proof of Claim of PCC No. 642 asserted against Phoenix

Aerospace Corp., attached hereto as Exhibit "C", shall be disallowed and expunged; and it is

further

ORDERED that the Proof of Claim of PCC No. 641 asserted against Custom

Technologies Corp., attached hereto as Exhibit "D", shall be disallowed and expunged; and it is

firther

ORDERED that this Court retains jurisdiction with respect to all matters arising

from or related to the implementation of this order.

Dated: November 2003
Joseph J. Faman, Jr.
United States Bankruptcy Judge
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Exhibit "A"
Proof of Claim
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