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COURT FILE NO.: CV-24-3312

SUPERIOR COURT OF JUSTICE — ONTARIO
7755 Hurontario Street, Brampton ON L6W 4T6

RE: Royal Bank of Canada v. Trans Globe Logistics et al
BEFORE: Justice Chown

COUNSEL: D. Smith and R. Jaipargas, for the applicant
dsmith@blg.com
riaipargas@blg.com

R. Swan and S. Tolani, for, for the respondents
swanr@bennettjones.com
tolanis@bennettjones.com

G. Benchetrit, for the proposed receiver, KPMG
george@chaitons.com

HEARD: January 8 and 15, 2025, by video conference

REASONS FOR DECISION

[1] | heard this application to appoint a receiver on January 8, 2025, with a further
hearing on January 15, 2025. | decided to grant the receivership order in the form

requested by the applicant with reasons to follow. These are my reasons.

LATE AFFIDAVIT

[2] The respondents delivered an affidavit at 5:40 p.m. on the night before the first
hearing. | heard arguments about whether it should be received and reserved on that

point as | felt | needed more context before deciding the issue.

[3] Ultimately, | decided the affidavit should be received. The material in the affidavit
was, to some extent, an update. Some of the documents added to the affidavit were

already in the possession of the applicant. This application has moved at a fast pace. |
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saw no prejudice to the applicant from permitting reference to the affidavit. | therefore
considered the affidavit.

BACKGROUND

[4] The respondent debtors are related companies that have common shareholders
and directors. They are engaged in trucking in Ontario, but their trucks do go across the
border. Eighty-seven trucks operate under the Trans Globe Logistics name. The
respondents do not dispute that they are in default of their loan obligations. The amount
owing is in the range of $33M to $34M, according to the respondents, and $35M to
$36M, according to the applicant. The respondents do not suggest that the security
interest of the applicant is invalid or unenforceable. They do not dispute that the
documents allow for appointment of a receiver. They acknowledge that the loans are
demand facilities. They further acknowledge that demands were sent out and have not
been satisfied.

[5] The respondents place much of the blame for their current cashflow problems on
their former accountants. One of the cash flow issues that was hurting the respondents
was the way the HST rebate was being dealt with. A rebate of $560k was delayed and
not received from CRA until December 2024. In about June 2024, the respondents
engaged a new accounting firm (Prasad & Co. LLP). The respondents submitted that

they are cash flow positive.

[6] The real dispute in this application is the remedy that should be granted to the
applicant, and specifically, the terms of the receivership order.

[7] The applicant seeks a full receivership over the operations of the respondents.
The respondents expect that the receiver will market and sell the respondents’ assets,
including the rolling stock. This will result in the shut down of the respondents and the
loss of employment for 14 people and will impact the livelihood of many others — a total
of perhaps 100 employees and contractors. It will also result in disruption in the supply
chain for the respondents’ customers. The respondents service the auto sector with

just-in-time delivery, and there will be knock-on effects from this receivership.
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FIRST HEARING

[8] In this application, the respondents first proposed that a limited receivership
order should be made. They proposed, rather than extending the receivership over the
respondents’ entire operations, to limit it to three specific properties: the Coleraine Drive
property in Caledon; a 60-acre property located in Augusta, Ontario; and a 14-acre
property located in Fort Erie. Under the respondents’ initial proposal, KPMG would take
over control of these three properties and would market them. The respondents
submitted that the sales proceeds are highly likely to exceed the indebtedness of the
applicant. The respondents also proposed that the applicant would forebear on its other
remedies but would not otherwise give up any rights. They would have full access to the

books and records of the respondents.

[9] The respondents submitted that they are a viable business enterprise. They
submitted that the Prasad & Co cash flow statements reflect that, upon the resolution of
this dispute with the applicant, they are cash flow positive and net income positive. They
submitted that one of the cash flow issues that was hurting the respondents was the

HST rebate | have already mentioned.

[10] The respondents showed that they had received an offer of $28M for the
Coleraine Drive property, and they said there are two other potential buyers. They
submitted that, with proper time to market these properties, it is extremely likely that the

amount recovered will more than cover the indebtedness.

[11] I adjourned the hearing for one week to allow the receiver time to report on the
issues. In my endorsement, | said that my strong preference was “that the receiver do
what is necessary to satisfy the respondents’ indebtedness to the applicant but to also
make every effort to maintain the businesses as viable so that the benefits the
businesses provide to the respondents, and the economic benefits the businesses
provide to the broader community, can be maintained.” | directed the parties to try to

develop a receivership order that addresses these goals before the next hearing.
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SECOND HEARING

[12]

[13]

The parties were unable to agree on a proposed order.

KPMG made requests of the respondents and met with the respondents on

Monday, January 13, 2025. KPMG prepared a report on January 14, 2025.

[14]

KPMG's report concludes:

40. Based on the information available as of the date of this Report,
it appears that the sale proceeds of the Coleraine Property are
unlikely to, on their own," be sufficient to repay the Applicant's
outstanding debt in full, and as a result, the Applicant will need to
rely on realizations in respect of its additional collateral (i.e., the

Debtors' vehicle fleet and accounts receivable).

41. It is important to note that while the Revised Projections may
appear to indicate that the Debtors are able to generate cash flows
to cover their ongoing operating expenses, they only achieve this
by continuing to use the Applicant's collateral (i.e., the Coleraine
Property, the Debtors' vehicles, and accounts receivable). The
vehicle fleet is a depreciating asset, the realizable value of which
declines as the vehicles incur additional mileage and usage. To be
clear, the Debtors have not demonstrated the ability to maintain a
going-concern business model in which they pay their obligations
as they come due. Also, KPMG, as at the date of this Report,
cannot provide the Debtors, the Applicant, or the Court with any

reasonable assurance that the realizable value of the Debtors'

1

At the time of preparation of its report, KPMG had no details about the Augusta

or Fort Erie properties.
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assets will exceed the Debtors' liabilities owing to the Applicant.
Based on the information provided by the Debtors, their continued
use of the Applicant's collateral to fund working capital
commitments of the Debtors' business will erode the Applicant's

recovery from these assets.

[15] The respondents responded to the KPMG report by providing cash flow
projections from Prasad & Co LLP. These project a positive cash flow while making
$100,000 monthly payments to the applicant. These projections are based on

information provided by the applicant to Prasad & Co.

[16] The respondents ask that the receivership order limit the scope of the
receivership to permit the respondents to continue to operate the business. They

proposed that the order include the following paragraph:

THIS COURT ORDERS that notwithstanding the Receiver's powers
outlined in this Order, or any term of this Order, the Receiver shall
endeavour to avoid interfering with the Debtors' active business
operations and efforts to maintain their operating businesses as
viable. In this regard, the Receiver shall not cause the cessation of
the Debtors' business operations unless otherwise ordered by the
Court, and shall permit the Debtors to: (i) continue to fulfil their
customer contracts: (ii) pay salaries and payments to employees
and contractors; and (iii) pay for fuel, vehicle maintenance and
other necessary goods and services as required in an effort to

maintain the Debtors' current business operations as viable.

[17] Mr. Swan referred me to iSpan Systems LP, 2023 ONSC 6212, at para. 21, as a
precedent for a receivership order that leaves the debtor in possession and control of its
business, under the oversight of the Receiver. In that case the parties agreed that such
an approach would preserve the business and the employment and critical knowledge

of employees, pending a sale.
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[18] | agree that the respondents’ proposed order does embody the spirit of the
“strong preference” | expressed in my January 8, 2025 endorsement. However, | do not
think it would be wise, appropriate, just, or convenient to include this provision in the
receivership order. The circumstance is very different than the circumstance in iSpan.
For one thing, the receiver supported the order that was made in iSpan. There are
additional features of the circumstances here that make such an order inappropriate in

this case.

WHY A FULL RECEIVERSHIP IS JUST AND CONVENIENT

Inadequate Proof that the Real Property Provides Sufficient Security

[19] As | noted in a footnote above, at the time of preparation of its report, KPMG had
no details about the Augusta or Fort Erie properties. Indeed, the evidence the
respondents provided about these properties was very limited, even by the date of the

second hearing. Specifically, there is no appraisal evidence about these properties.

[20] The applicant was also concerned that the owner of the Augusta property is not
one of the respondents, but rather it is owned by 2806417 Ontario Inc. In submissions
on the application, the respondents assure that the ownership of the Augusta property is
through a related company, but the record does not contain evidence to establish this,
despite the obvious need to have it, and despite the concern being raised at the first

hearing.

Lack of Transparency and Lack of Urgency of the Debtor

[21] One of the non-monetary defaults of the respondents is the failure to provide
quarterly financial statements since February 2024. The respondents blame their former
accountant for this, but the respondents’ new accountants have been in place since
June, and the quarterly reports did not resume. In the context of a demand facility where
the lender is not being paid and is rightly concerned about its position, the urgency of

the circumstances for the respondents could not be overstated.

[22] In June 2024, the applicant wanted to have KPMG look into the records of the

borrowers. A review engagement agreement was provided to the respondents on June
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14, 2024 and the respondents did not sign it back. KPMG was not allowed to review the
books and records of the respondents. This did nothing to address the loss of

confidence that the applicant had in the respondents.

[23] In his affidavit, Mr. Randhawa, a director of the respondents, said that when the
applicant proposed to have KPMG review records, he spent the following weeks trying
to get the records from his then accounting firm. However, he did not communicate this
to the applicant. The applicant received no substantive response to the letter regarding
the engagement review. The letter was sent June 11, 2024 and set a due date of June
21, 2024. That deadline passed with no communication about why the review
engagement was not signed. The due date simply passed without comment from Mr.

Randhawa.

[24] On July 2, 2024, Mr. Randhawa did communicate with the applicant and advised
that the respondents could not allow the review engagement because their accountant
had all of the records. Mr. Randhawa said in his affidavit that he had continuing and
extensive difficulties with his accounting firm at the time. However, the only document
produced to show his efforts towards getting records from the accounting firm is a
casual text or WhatsApp message. This is emblematic of the lack of urgency shown by
the respondents.

Loss of Confidence Due to Apparent Forgery

[25] In addition, the applicant became aware of an attempt by someone associated
with the respondents to forge the signature of Mark Wilson, who is Director, Equipment
Finance and Leasing with the applicant. The apparently forged signature was on a
waiver provided to another potential lender, Geolin Leasing, to assist the respondents in
obtaining another source of financing. The document purported to release the
applicant’s interest in seven tractor units. In his cross-examination, Mr. Randhawa

denied any knowledge of this.

[26] Mr. Randhawa says that the waiver was provided by a third-party broker, Planet
Financial, to Geolin, implying that Planet Financial was responsible for any forgery. Mr.
Randhawa said he never saw the waiver prior to this application being advanced. In
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theory, Planet Financial stood to gain if the financing through Geolin was successful.
However, Planet Financial told Mr. Smith that Mr. Randhawa provided the signed waiver
directly to Planet Financial via email on June 10, 2024. This is evidenced with a copy of
an email from Mr. Randhawa to Planet Financial. It is true that there is no first-hand
evidence from Planet Financial in this application, but there is also no evidence of any
effort on the part of the respondents to investigate this concerning allegation.

[27] In the circumstances, the applicant’s position that it has lost confidence in the

respondents is far from hollow. In fact, it is well justified.

CONCLUSION

[28] The factors that support a broad receivership order in this case may be

summarized as follows:

e The amount involved is high — in the order of $35M.

e The loans are demand loans. Demands have been made and the loans have
not been satisfied.

e The security interests of the applicant are valid and enforceable.

e The applicant has the right under the loans to appoint a receiver.

e The respondents have not provided adequate proof that the value of the real
property owned is sufficient to cover the indebtedness.

e The respondents have not been adequately transparent with the applicant.

e The respondents did not demonstrate an adequate sense of urgency.

e The applicant’s loss of confidence in the respondents is well justified.

[29] Forthese reasons, | concluded that it was just and convenient to appoint the
receiver on the terms of the order prepared by the applicant, and | signed the order on
January 15, 2025.

Released: January 17, 2025
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