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I.

INTRODUCTION

An application was made before the Ontario Superior Court of Justice (the “Court”) by Royal Bank
of Canada (“RBC” or the “Applicant”) for an order (the “Appointment Order”), pursuant to section
243(1) of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the “BIA”), and
section 101 of the Courts of Justice Act R.S.0. 1990 c. C.43, as amended, inter alia, appointing KPMG
Inc. (“KPMG” or the “Proposed Receiver”) as receiver (in such capacity, the “Receiver”), without
security, of all of the assets and undertakings and properties of Trans Globe Logistics Inc. (“Trans
Globe”), Polestar Holdings Ltd. (“Polestar”), and Compass Rose International Transportation Inc.
(“Compass Rose”, and together with Trans Globe and Polestar, the “Debtors”), including, but not
limited to, the Debtors’ land and premises municipally known as 12423 Coleraine Drive, Caledon,
Ontario (the “Coleraine Property”), acquired for, or used in relation to a business carried on by the

Debtors.

This report (the “Report”) has been prepared by the Proposed Receiver to provide information to the

Court for its consideration in respect of the Applicant’s receivership application (the “Application”).

The Application was initially heard by the Court on January 8, 2025 (the “Initial Hearing”), by video
conference. The Initial Hearing was adjourned to Wednesday, January 15, 2025 at 9:30am (the

“Return Hearing”).

Following the Initial Hearing, the Court issued an endorsement (the “January 8 Endorsement”)

stating as follows:

(a) After hearing counsel’s submissions today, I anticipate making an order appointing a
receiver in respect of all the property, assets, and undertakings of the respondents, and not
limited to the Coleraine, Augusta, and Fort Erie properties as requested by the
respondents. With that said, it is my strong preference 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. Counsel are directed to try to develop a receivership order that

addresses these goals before the next hearing.



(b)

The application hearing is adjourned to Wednesday, January 15, 2025 at 09:30 by
videoconference. Counsel have crafted, and I approve, the following order that will apply

in the interim:

This court orders that the respondents in this proceeding shall not take any steps to dispose
of or encumber their property, assets or undertakings pending the return of this application
on January 15, 2025 at 9:30 am, except in the ordinary course of business. Further, the
respondents and their advisors shall forthwith, as practicable, provide KPMG in its
capacity as proposed receiver with any and all information in their possession or control
with regards to their assets and business operations upon receiving such requests from
KPMG from today until this matter is returned on January 15, 2025 at 9:30 am, including

cash flow reports and forecasting as may be prepared by the companies and its advisors.

A copy of the January 8 Endorsement is attached hereto as Appendix “A”.

I1. PURPOSE OF REPORT

5. The purpose of this report is to provide this Honourable Court with information pertaining to:

(a)

(b)

(©)

(d)

KPMG’s engagement as financial advisor to the Applicant in respect of the Debtors, prior

to the Initial Hearing;

the Proposed Receiver’s efforts to assess the viability of the Debtors’ business, following

the Initial Hearing;
a proposal made by the Debtors to the Applicant on January 14, 2025; and

certain observations of the Proposed Receiver that it views to be relevant with respect to

the Application.

III. TERMS OF REFERENCE

6. Inpreparing this Report and making comments herein, the Proposed Receiver has been provided with,

or has relied upon certain unaudited, draft, and/or internal financial information, the Debtors’ records,

financial information and projections prepared by the Debtors and their accountant, Prasad &

Company LLP (“Prasad & Co.”), discussions with the Debtors’ management (the “Management”),

and information from other third-party sources (collectively, the “Information”).



10.

11.

12.

IV.

13.

14.

The Proposed Receiver has reviewed the Information for reasonableness, internal consistency, and use
in the context in which it was provided. The Proposed Receiver has not audited, reviewed, or
otherwise attempted to verify the accuracy or completeness of the Information in a manner that would
wholly or partially comply with Canadian Auditing Standards (“CAS”) pursuant to the Chartered
Professional Accountants Canada Handbook, and accordingly the Proposed Receiver expresses no

opinion or other form of assurance in respect of the Information.

This Report contains references to certain financial forecasts and projections. An examination or
review of the financial forecast and projections, as outlined in the Chartered Professional Accountants

Canada Handbook, has not been performed.

Certain information referred to in this Report is based on Management’s estimates and assumptions.
Such estimates and assumptions are, by their nature, not ascertainable and as a consequence, no
assurance can be provided regarding the forecasted or projected results. The reader is cautioned that
the actual results will likely vary from the forecasts or projections, even if the assumptions materialize,

and the variations could be significant.

The Proposed Receiver has prepared this Report in connection with the Application initially heard on
January 8, 2025 and subsequently adjourned to January 15, 2025. This Report should not be relied on

for other purposes.

Capitalized terms not otherwise defined herein are as defined in the Applicant’s application materials.
This Report should be read in conjunction with the application materials as certain information has

not been included herein to avoid unnecessary duplication.

Unless otherwise stated, all monetary amounts noted herein are expressed in Canadian dollars.

KPMG’S PRIOR ENGAGEMENT BY THE APPLICANT

In approximately June 2024, the Applicant engaged KPMG to prepare an independent business review
of the Debtors’ business and assets. An independent business review is a service that KPMG
commonly provides to secured lenders with respect to secured loans that are in default, and includes,

among other things, a comprehensive assessment of the viability of a debtor’s business.

An engagement letter between KPMG and the Applicant was executed, and a letter was sent by the
Applicant to Management (via email) requesting that the Debtors consent to the engagement of KPMG
(the “Consent Letter”). As explained in the reply affidavit of Tro DerBedrossian sworn August 29,



2024 (the “DerBedrossian Reply Affidavit”), the Debtors did not execute and return the Consent

Letter to the Applicant and as such, KPMG could not commence its review of the Debtors’ business.

V. ASSESSMENT OF THE DEBTORS’ BUSINESS

The Information Request

15. Immediately following the issuance of the January 8 Endorsement, the Proposed Receiver delivered

an email (the “January 8 Email”) to the Debtors’ legal counsel that included a preliminary

information request list (the "IRL”). The IRL contained requests for certain financial and other

information that, if provided, would allow the Proposed Receiver to attempt to assess the viability of

the Debtors’ business.

16. At a high level, the IRL included requests for information regarding the Debtors’:

(a)

(b)
(c)
(d)

(e)

cash position, including a list of all bank accounts, copies of corresponding bank

statements, and outstanding cheque lists;

fixed assets, including a detailed list of the Debtors’ vehicle fleet;

employees and contractors;

financial records, including accounts receivable and accounts payable ledgers; and

financial projections, including (i) “actuals” for the period from October 1, 2024 to January
8, 2025, such that KPMG could compare the Debtors’ financial projections (the “Initial
Projections”) as appended to the affidavit of Ajen Prasad affirmed on January 7, 2025 (the
“Prasad Affidavit”) to its actual results, and (ii) updated projected weekly cash flows for
the period from January 9, 2025 onwards ((a) through (e) above being the “Requested

Information”).

17. The January 8 Email also included a request for an in-person meeting between KPMG, Management,

and Prasad & Co. at the Debtors’ offices on Friday January 10, 2025 to review the Requested

Information.

18. A copy of the January 8 Email is attached hereto as Appendix “B”.



The Meeting

19.

20.

21.

22.

23.

24.

On January 9, 2025, the Debtors (via their counsel) responded to the January 8 Email indicating that
Management would work with Prasad & Co. using an electronic drop box to facilitate KPMG’s
information requests and agreed that Management would meet with KPMG on January 13, 2025, in

order to allow further time to gather the Requested Information.

KPMG met with Management and Prasad & Co. on the morning of January 13, 2025 (the “Meeting”).
The Meeting occurred at the Debtors’ offices located at 41 Parr Blvd, Caledon Ontario, which is close

to the Coleraine Property.

Prior to the Meeting, KPMG was provided with limited information in respect of the Debtors’ cash
position and the status of its payroll, HST and corporate tax remittances. No further information was

provided with respect to the IRL in advance of the Meeting.

KPMG inquired as to the status of the Requested Information that remained outstanding. Management
advised that the majority of the Requested Information was in the possession of the Debtors’
bookkeeper, and that this individual had been (and was still) on vacation overseas, thus Management

was experiencing delays in gathering the Requested Information in a timely manner.

KPMG explained to Management that it intended to file a report with the Court the following day (i.e.,
January 14, 2025), and highlighted the urgency of providing the Requested Information such that
KPMG could have sufficient time to review the Requested Information and report its findings to the

Court in advance of the Return Hearing.

Late in the morning of January 13, 2025, Management provided some of the Requested Information
to the Proposed Receiver. However, at this time, Management was unable to provide KPMG with
information in respect of the Debtors’ financial projections, mainly (i) the Debtors’ actual financial
results for the period from October 1, 2024 to January 8, 2025 and (ii) the Debtors’ revised financial

projections for the period January 9, 2025 onwards, to reflect current information.

The Initial Projections

25.

KPMG has reviewed and discussed the Initial Projections with Management and Prasad & Co. at the
Meeting, and, in conjunction with certain other financial information provided to it by the Debtors,

makes the following observations:



(a)

(b)

(©)

(d)

(e)

®

during the period from October 6, 2024 to January 12, 2025 (the “Review Period”), the
Debtors’ cash balance decreased from $217,000 (as per the Initial Projections) to $201,000,
meaning that the Debtors’ cash balance decreased by approximately $16,000 during the

Review Period;

during the Review Period, HST refunds totalling approximately $562,000 were received
by the Debtors, absent which, the Debtors cash balance would have otherwise decreased

by approximately $578,000;

the Initial Projections forecast average gross weekly cash disbursements of approximately

$377,000 per week, for the period January 12, 2025 to May 31, 2025;

throughout the Review Period, the Debtors did not make any payments to the Applicant,

including in respect of:
(1)  the Applicant’s outstanding term loan; and
(1))  two vehicles which are financed by the Applicant via leases;

as per the Initial Projections, the cash balance of the Debtors for the week started January
12, 2025 was projected to be approximately $818,000. This compares to the Debtors’
actual cash balance of approximately $201,000 as at January 12, 2025 (as noted above),
and results in an unfavourable variance of approximately $617,000. KPMG inquired with
Management and Prasad as to the cause(s) of this unfavourable variance. Management and
Prasad & Co. cited the following disbursements issued by the Debtors during the Review
Period, which were not included in the Initial Projections: (i) fees of its counsel, Bennett
Jones LLP, (ii) a payment to the Applicant in respect of a vehicle lease, and (iii) a deposit
payment to the Debtors’ insurance provider. These disbursements collectively appear to
account for approximately $276,000 of the $617,000 unfavourable variance and as of the
date of this Report, Management and Prasad have advised that they are in the process of
providing more specific information with respect to the balance of this unfavourable

variance; and

paragraph 8 of the Prasad Affidavit indicates that the Initial Projections have been well
within a reasonable margin of actual performance with respect to the period lapsed from

October to December 2024, however as explained above, there appear to be significant



26.

27.

variances as between the Initial Projections and the Debtors’ actual results for the Review

Period.

When reviewing the financial projections of any business, KPMG would typically assess the accuracy
of prior projections as compared to the actual results for the same period, in order to determine the
reliability of the projections going forward. As previously noted, Management was unable to provide
the Proposed Receiver with the Debtors’ actual results for the Review Period prior to the Meeting. As
a result, the Proposed Receiver was unable to perform an analysis of the Debtors’ actual results to the
Initial Projections for the same period (beyond a high-level comparison of the projected cash balance
to the actual cash balance as at January 12, 2025, described above) and therefore, was unable to assess

the reliability of the Initial Projections going forward.

KPMG explained this to Management, and Management advised that they would work with Prasad &
Co. to compile the Debtors’ actual financial results for the Review Period, and update the financial

projections accordingly.

The Revised Projections

28.

29.

At approximately 10:10pm on January 14, 2025, Prasad & Co. advised notified the Proposed Receiver
that an updated set of financial projections (the “Revised Projections”), including actuals for the
period October 6, 2024 to January 4, 2025, and an updated cash flow forecast for the period January
5, 2025 to May 31, 2025 (the “Forecast Period”), was provided to the Proposed Receiver via
electronic drop box. The Proposed Receiver and Prasad & Co. then had a phone call in the morning

of January 14, 2025 to walk through the Revised Projections.

Given the severe time constraints, the Proposed Receiver’s review of the Revised Projections was
limited, however, the Proposed Receiver is able to make the following observations with respect to

the Revised Projections:

(a) the projected sales over the Forecast Period as per the Revised Projections are
approximately $432,000 less than the projected sales per the Initial Projections, over the
same period (i.e., forecast sales of $9.1 million per the Initial Projections, vs. forecast sales

of $8.7 million per the Revised Projections);

(b) the projected ending cash balance as at May 31, 2025 per the Revised Projections is

approximately $1.3 million less than that of the Initial Projections as at the same date;



VL.

30.

31.

(©)

the Revised Projections now include a total of approximately $600,000 of payments to the
Applicant, comprised of (i) five payments in the amount of $100,000, towards the Debtors’
outstanding term loan with the Applicant; and (ii) a “catch-up payment” of $100,000 in

respect of an outstanding leases with the Applicant;

(d) Prasad & Co. advised that the Revised Projections now reflect the stretching of the Debtors’
accounts payable from 19 days (as per the Initial Projections) to 24 days to provide the
Debtors with additional flexibility from a liquidity perspective; and

(e) the costs of these proceedings (i.e., professional fees of the Proposed Receiver and its
counsel) were not reflected in the Revised Projections.

THE DEBTORS’ PROPOSAL

At approximately 2:15pm on January 14, 2025, counsel to the Debtors’ delivered a proposal to counsel

to the Applicant (the “Debtors’ Proposal”). A copy of the Debtors’ Proposal is attached hereto as
Appendix “C”.

The Debtors’ Proposal contemplates the following, among other things:

(a)

(b)

(©)

(d)

the sale of the Coleraine Property, the Augusta Property, and the Fort Erie Property

(collectively, the “Real Estate Properties”) as soon as practicable;

the Receiver allowing the ordinary course business operations of the Debtors to continue
on an interim basis for the earlier of 12 months from the date of the Receivership Order, or
90 days after the completion of the sale of all of the Real Estate Properties (the “Interim
Operating Period”);

the Debtors making monthly payments of $100,000 to be applied toward monthly interest
owing on the Applicant’s credit facilities, commencing on January 31, 2025, and the
resumption of making monthly payments on four vehicles financed by the Applicant and

its affiliates, also commencing on January 31, 2025;

within six months after the date of the issuance of the Receivership Order, the Debtors
making one or more balloon payments to pay any outstanding accrued interest on the two
previously referenced vehicles, to put the financing contracts/leases back into good

standing;



32.

33.

34.

VIIL.

35.

36.

(e) the Receiver permitting the Debtors to continue to utilize the Coleraine Property in the
ordinary course of business, provided that the Debtors vacate the Coleraine Property upon
being provided 30 days’ notice by the Receiver to vacate upon a sale of the Coleraine

Property;

® RBC forbearing from pursuing any further remedies against any of the Debtors or any

guarantors during the Interim Period; and

(2) RBC maintaining all existing security over the Debtors’ property, and the sale of any such
property not needed in the business operations of the Debtors (e.g., any excess trucks and
trailers) to help cover any shortfall to the Applicant following the sale of the Real Estate
Properties.

The Proposed Receiver understands that the Revised Projections reflect the terms described in (c)

above.

The Proposed Receiver has been advised by counsel to the Applicant that the Applicant is not
supportive of the Debtors’ Proposal.

KPMG has not consented to its appointment over the Augusta Property or the Fort Erie Property, and
KPMG is not agreeable to such an appointment given that KPMG has no details of the nature of these

properties, including but not limited to any potential environmental issues.

OBSERVATIONS AND CONCLUSIONS

Based on the foregoing, the Proposed Receiver is unable to conclude that the Initial Projections nor
the Revised Projections provide an accurate and reliable forecast of the Debtors’ cash flows. Further,
the Proposed Receiver is unable to conclude that the Debtors’ have the necessary liquidity to be able
to continue operating in the near-term, absent the Debtors obtaining additional financing which they
have advised the Proposed Receiver that they do not have readily available as at the date of the
Meeting.

While the Revised Projections, if assumed to be reasonable and accurate, appear to indicate that the
Debtors are able to generate sufficient cash flows in order to fund their ongoing expenses, the Revised
Projections also appear to indicate that the Debtors will not have adequate cash flows to fund the costs

of any receivership proceedings and service the entirety of the Debtors’ outstanding debt.



37.

38.

39.

40.

41.

Management advised the Proposed Receiver that the owners of the Debtors had considered injecting
funds into the Debtors’ businesses in order to provide them with the necessary liquidity, however,
such funds would be raised by selling, or borrowing against, personal properties, and that such funds
could not be raised in the short-term. The Debtors further advised they also do not have the ability to
inject equity into the business and any form of commitment by the owners would need to be in the
form of financing. The Proposed Receiver understands that the Applicant is not willing to advance

any additional funds to the Debtors.

The Proposed Receiver has been advised by Management that there are no material updates with
respect to the sale of the Coleraine Property. The Proposed Receiver understands that, as it currently
stands and as was previously communicated to the Court, the Debtors have received one offer on the
Coleraine Property for an amount that would not result in the Applicant’s outstanding debt being
repaid in full, which offer is highly conditional, including a condition around the buyer arranging
suitable financing, and is contemplated to close on July 29, 2025 (should all buyer conditions be

waived).

The Proposed Receiver was further advised by Management that the listing agreement between the
Debtors and their real estate agent, Royal LePage, expired on or around December 31, 2024, and has

not been renewed.

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).

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’ assets will exceed

the Debtors’ liabilities owing to the Applicant. Based on the information provided by the Debtors,

10



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.

All of which is respectfully submitted this 14™ day of January, 2025.

KPMG Inc.

In its capacity as Proposed Receiver of

Trans Globe Logistics Inc., Polestar Holdings Inc., and
Compass Rose International Transportation Inc.

and not in its personal or corporate capacity

Per:

g ~ o [ F el <
Paul van Eyk George Bourikas
CPA, CA, IFA, CIRP, LIT CPA, CA, CIRP, LIT
President Vice President
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	(f) paragraph 8 of the Prasad Affidavit indicates that the Initial Projections have been well within a reasonable margin of actual performance with respect to the period lapsed from October to December 2024, however as explained above, there appear to...

	26. When reviewing the financial projections of any business, KPMG would typically assess the accuracy of prior projections as compared to the actual results for the same period, in order to determine the reliability of the projections going forward. ...
	27. KPMG explained this to Management, and Management advised that they would work with Prasad & Co. to compile the Debtors’ actual financial results for the Review Period, and update the financial projections accordingly.


	The Revised Projections
	28. At approximately 10:10pm on January 14, 2025, Prasad & Co. advised notified the Proposed Receiver that an updated set of financial projections (the “Revised Projections”), including actuals for the period October 6, 2024 to January 4, 2025, and an...
	29. Given the severe time constraints, the Proposed Receiver’s review of the Revised Projections was limited, however, the Proposed Receiver is able to make the following observations with respect to the Revised Projections:
	(a) the projected sales over the Forecast Period as per the Revised Projections are approximately $432,000 less than the projected sales per the Initial Projections, over the same period (i.e., forecast sales of $9.1 million per the Initial Projection...
	(b) the projected ending cash balance as at May 31, 2025 per the Revised Projections is approximately $1.3 million less than that of the Initial Projections as at the same date;
	(c) the Revised Projections now include a total of approximately $600,000 of payments to the Applicant, comprised of (i) five payments in the amount of $100,000, towards the Debtors’ outstanding term loan with the Applicant; and (ii) a “catch-up payme...
	(d) Prasad & Co. advised that the Revised Projections now reflect the stretching of the Debtors’ accounts payable from 19 days (as per the Initial Projections) to 24 days to provide the Debtors with additional flexibility from a liquidity perspective;...
	(e) the costs of these proceedings (i.e., professional fees of the Proposed Receiver and its counsel) were not reflected in the Revised Projections.


	VI. THE DEBTORS’ PROPOSAL
	30. At approximately 2:15pm on January 14, 2025, counsel to the Debtors’ delivered a proposal to counsel to the Applicant (the “Debtors’ Proposal”).  A copy of the Debtors’ Proposal is attached hereto as Appendix “C”.
	31. The Debtors’ Proposal contemplates the following, among other things:
	(a) the sale of the Coleraine Property, the Augusta Property, and the Fort Erie Property (collectively, the “Real Estate Properties”) as soon as practicable;
	(b) the Receiver allowing the ordinary course business operations of the Debtors to continue on an interim basis for the earlier of 12 months from the date of the Receivership Order, or 90 days after the completion of the sale of all of the Real Estat...
	(c) the Debtors making monthly payments of $100,000 to be applied toward monthly interest owing on the Applicant’s credit facilities, commencing on January 31, 2025, and the resumption of making monthly payments on four vehicles financed by the Applic...
	(d) within six months after the date of the issuance of the Receivership Order, the Debtors making one or more balloon payments to pay any outstanding accrued interest on the two previously referenced vehicles, to put the financing contracts/leases ba...
	(e) the Receiver permitting the Debtors to continue to utilize the Coleraine Property in the ordinary course of business, provided that the Debtors vacate the Coleraine Property upon being provided 30 days’ notice by the Receiver to vacate upon a sale...
	(f) RBC forbearing from pursuing any further remedies against any of the Debtors or any guarantors during the Interim Period; and
	(g) RBC maintaining all existing security over the Debtors’ property, and the sale of any such property not needed in the business operations of the Debtors (e.g., any excess trucks and trailers) to help cover any shortfall to the Applicant following ...

	32. The Proposed Receiver understands that the Revised Projections reflect the terms described in (c) above.
	33. The Proposed Receiver has been advised by counsel to the Applicant that the Applicant is not supportive of the Debtors’ Proposal.
	34. KPMG has not consented to its appointment over the Augusta Property or the Fort Erie Property, and KPMG is not agreeable to such an appointment given that KPMG has no details of the nature of these properties, including but not limited to any pote...

	VII. OBSERVATIONS AND CONCLUSIONS
	35. Based on the foregoing, the Proposed Receiver is unable to conclude that the Initial Projections nor the Revised Projections provide an accurate and reliable forecast of the Debtors’ cash flows.  Further, the Proposed Receiver is unable to conclud...
	36. While the Revised Projections, if assumed to be reasonable and accurate, appear to indicate that the Debtors are able to generate sufficient cash flows in order to fund their ongoing expenses, the Revised Projections also appear to indicate that t...
	37. Management advised the Proposed Receiver that the owners of the Debtors had considered injecting funds into the Debtors’ businesses in order to provide them with the necessary liquidity, however, such funds would be raised by selling, or borrowing...
	38. The Proposed Receiver has been advised by Management that there are no material updates with respect to the sale of the Coleraine Property.  The Proposed Receiver understands that, as it currently stands and as was previously communicated to the C...
	39. The Proposed Receiver was further advised by Management that the listing agreement between the Debtors and their real estate agent, Royal LePage, expired on or around December 31, 2024, and has not been renewed.
	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 Appl...
	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...


