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1.0 INTRODUCTION 

1. This report is being submitted by TDB Restructuring Limited in its capacity as 

proposal trustee (the “Proposal Trustee”) of National Traffic Safety Management 

Inc. (“NTSM” or the “Company”) in connection with Notice of Intention to Make a 

Proposal (the “NOI”) filed by NTSM on April 5, 2024, pursuant to Section 50.4(1) of 

the Bankruptcy and Insolvency Act (the “BIA”).  

2. The NOI was filed by the Company to create a stabilized environment for NTSM to 

continue to operate in the ordinary course, while allowing the Company the 

opportunity to restructure its financial affairs.  

3. The Certificate of Filing, together with Court documents related to the NOI 

proceeding, has been posted on the Proposal Trustee’s website, which can be found 

at:  

https://tdbadvisory.ca/insolvency-case/NTSM/ 

1.1 Purpose of the Second Report to Court 

4. The purpose of this report to Court (the “Second Report”) is to provide the Court 

with information in connection with the motion by the Company for the following 

relief as set out in its Notice of Motion, including:  

a) an amended debtor-in-possession financing facility in the amount of $350,000 

and a corresponding amended debtor-in-possession charge (the “Amended 

DIP Charge”) to provide working capital for the Company to address its 

ongoing obligations; 

b) an administration charge in the amount of $100,000 (the “Administration 

Charge”) to secure payment of the fees and disbursements of the Proposal 

Trustee, its counsel and the Company’s counsel (collectively, the 

“Professionals”); 

c) a directors and officers charge in the amount of $350,000 (the “Director’s 

Charge”) to secure the indemnification of the Company’s directors and officers 

against obligations and liabilities that they may incur after the commencement 



 

 

of these proceedings. The Director’s Charge is to be split into two tranches, which 

is discussed in more detail below; and 

d) a 45-day extension of deadline for the Company to file a proposal, 

from May 5, 2024, to June 19, 2024 (the “Stay Extension”). 

1.2 Terms of Reference 

5. In preparing this Second Report and making the comments herein, the Proposal 

Trustee has relied upon information from third-party sources (collectively, the 

“Information”). Certain of the information contained in the Second Report may 

refer to, or is based on, the Information. As the Information has been provided by 

other parties or obtained from documents filed with the Court in this matter, the 

Proposal Trustee has relied on the Information and, to the extent possible, reviewed 

the Information for reasonableness.  However, the Proposal Trustee has not audited 

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 

pursuant to the Chartered Professional Accountants Canada Handbook and, 

accordingly, the Proposal Trustee expresses no opinion or other form of assurance in 

respect of the Information. 

6. Unless otherwise stated, all dollar amounts contained in the Second Report are 

expressed in Canadian dollars. 

2.0 BACKGROUND 

7. The details of NTSM’s background the events leading up to the filing of the NOI can 

be found in the First Affidavit of Michael Spencley sworn April 11, 2024 and in the 

Proposal Trustee’s First Report to Court dated April 11, 2024.  

8. Additional details of NTSM’s background and information following the filing of the 

NOI can be found in the second affidavit of Michael Spencley sworn on May 1, 2024 

(the “Second Spencley Affidavit”), which is included in the Company’s motion 

materials.  



 

 

3.0 DIP LOAN AND FINANCING 

9. On April 16, 2024, Justice Cavanagh approved a bridge interim financing loan 

pursuant to a term sheet dated April 10, 2024 (the “Interim DIP Term Sheet”) 

between the Company and a non-arms length party, J9 Investments Inc. (“J9” or the 

“Interim DIP Lender”) in order to finance the Company’s working capital 

requirements and general corporate purposes. 

10. As set out in the Second Spencley Affidavit, the Company has continued negotiations 

with a third-party lender for replacement financing; however, the third-party lender 

has not yet completed its due diligence process. In the interim, the Company requires 

additional financing to pay its post-filing obligations.  

11. The Company and the Interim DIP Lender have agreed to increase the principal 

amount of the interim financing provided by the Interim DIP Lender from $150,000 

to $350,000 (the “Amended DIP Loan”), subject to the Court approving a 

corresponding increase in the charge securing the DIP facility.  

12. The Interim DIP Lender has provided a term sheet to the Company which sets out the 

terms upon which it is prepared to advance further funds (the “Amended Interim 

DIP Term Sheet”). A copy of the Amended Interim DIP Term Sheet is attached as 

Appendix “A” to this report. 

13. The material terms of the Amended Interim DIP Term Sheet include:  

Key Terms Description 

Borrower National Traffic Safety Management Inc. 
 

Lender J9 Investments Inc. 

Facility A super-priority, debtor-in-possession non-revolving demand 
credit facility up to a maximum principal amount of three 
hundred and fifty thousand dollars $350,000 (the “Facility”). 

Interest Rate Interest on the principal amount of the Facility outstanding 
from time to time shall be calculated at a rate of fifteen percent 
(15%) per annum, which interest shall be calculated on the daily 
outstanding balance owing under the Facility, not in advance, 
and shall accrue and be paid on the Maturity Date. 
 



 

 

Facility Fee A Facility fee equal to 5% of the total amount available under 
the Facility, less the amount of the Facility Fee paid in respect 
of the initial term sheet, which shall be fully earned Court 
approval of this Term Sheet, and secured by the Interim 
Financing Charge, shall be due and payable on the Maturity 
Date. 
 

Repayment The Borrower shall repay all principal, interest, fees and other 
amounts owing under the Facility on the earlier of (the 
“Maturity Date”): (i) demand; (ii) the date the Facility is 
refinanced; (iii) the day on which the stay of proceedings has 
been terminated; (iv) the date on which the Borrower becomes 
bankrupt. The Borrower is entitled to repay all or any part of 
the Facility at any time without notice or penalty. 
 

 

16. The Proposal Trustee believes that the terms offered by J9 are reasonable in the 

circumstances, and notes that the terms of the Amended DIP Term Sheet are 

substantially similar to the terms of the Interim DIP Term Sheet that was approved 

by this Court on April 16, 2024, except for the maximum amount of the Facility and 

the Facility Fee. 

17. The Company is seeking the Amended DIP Charge to secure the Amended DIP Loan, 

which is required pursuant to the terms of the Amended Interim DIP Term Sheet. The 

Amended DIP Charge is intended to rank in priority to all encumbrances, except for 

the Administration Charge and $100,000 of the Director’s Charge, which are 

discussed below.  

18. The Proposal Trustee is of the view that the Company’s request for approval of the 

Amended DIP Loan and the Amended DIP Charge are reasonable in the 

circumstances and are required to provide the Company with the necessary financing 

to maintain ongoing operations while it formulates a restructuring plan and proposal 

to its creditors. If this financing is not approved, the Company will not have sufficient 

liquidity to continue operations and will be required to cease operations, resulting in 

lost jobs for the Company’s employees and losses for the Company’s creditors and 

stakeholders.  



 

 

4.0 COURT ORDERED CHARGES 

4.1 Administration Charge 

19. The Administration Charge that the Company is seeking is to secure the fees and 

disbursements of the Professionals, including any unpaid pre-filing fees and 

disbursements relating to the commencement of these proceedings. 

20. The Proposal Trustee has considered the Company’s request, and supports the 

request on the basis that: 

a) these charges are typical in restructuring proceedings pursuant to the BIA and 

the Companies’ Creditors Arrangement Act, as the charges facilitate an orderly 

restructuring process; 

b) the Administration Charge is required to protect the Professionals who have been 

retained in these proceedings for their fees and disbursements, given NTSM’s 

current financial challenges and insolvency; and 

c) The Professionals require the protection afforded by the Administration Charge 

in order to continue in their respective roles throughout the NOI proceedings. 

4.2 Director’s Charge 

21. The Company is seeking an order granting a charge over its property and assets in 

favour of its directors and officers to secure obligation they may incur as directors and 

officers of the Company during the NOI Proceedings, except for any liability incurred 

as a result of gross negligence or willful misconduct. The first tranche of the Director’s 

Charge in the amount of $100,000, will rank in priority to all other claims and 

encumbrances, with the exception of the Administration Charge. The second tranche 

of the Director’s Charge in the amount of $250,000 will rank subordinate to the 

Administration Charge, the first tranche of the Director’s Charge and the Amended 

DIP Charge but in priority to all other claims and encumbrances.  

22. The Company intends to pay all obligations incurred throughout the NOI period. The 

Director’s Charge is being requested to provide assurance to the directors and officers 



 

 

that they will not incur any personal liability if the Company is unable to pay these 

post-filing obligations during the NOI proceedings. 

23. The Proposal Trustee understands that the Company has an insurance policy that 

includes directors and officers insurance coverage. The existing policy may not be 

sufficient to cover the Debtors’ director and officer obligations in the NOI 

proceedings. 

24. The Proposal Trustee believes the Director’s Charge to be reasonable in the 

circumstances, as the continued involvement of the directors and officers is critical to 

these restructuring proceedings and likely of benefit to the creditors and other 

stakeholders. The continued involvement of the directors will serve to reduce the 

Professionals’ costs and maximize recoveries, for the benefit of all stakeholders. 

25. The Company is requesting that the Court approve the Administration Charge and the 

Director’s Charge, and the Proposal Trustee is supportive of same. 

4.3 Ranking of Court Ordered Charges 

26. For further clarity, the priority of the various charges for which the Company is 

seeking Court approval is as follows: 

a) Administration Charge - $100,000 

b) Director’s Charge (first tranche) - $100,000 

c) Amended DIP Charge - $350,000 

d) Director’s Charge (second tranche) - $250,000 

5.0 EXTENSION OF THE STAY OF PROCEEDINGS 

27. The Company is seeking the Court’s approval for the Stay Extension.  

28. The Company believes that in order to formulate a plan for the restructuring process 

and maximize recoveries for all stakeholders, it will require additional time. 

Furthermore, the Company notes that due to the seasonality of its business, the 

Company will have much more insight into its ability to offer a viable proposal to its 



 

 

creditors once the contracts for the summer season have been secured, which will 

likely occur in the Stay Extension period. 

29. The Proposal Trustee has considered the Company’s request for the Stay Extension 

and is supportive of this request for the following reasons: 

a) The Company is acting in good faith and with due diligence; 

b) The Stay Extension will provide the Company with an appropriate period in 

which to conduct the restructuring to the benefit of its creditors; and 

c) The Stay Extension does not appear to materially prejudice any of the Company’s 

creditors.  

6.0 RECEIVER’S REQUEST OF THE COURT 

30. Based on the foregoing, the Receiver respectfully requests that the Court grant the 

relief sought by the Company described in paragraph 4 above. 

 All of which is respectfully submitted to this Court as of this 2nd day of May 2024. 
 
 
TDB RESTRUCTURING LIMIITED, solely in its capacity 
as Proposal Trustee re National Traffic Safety Management 
Inc. and not in its personal or corporate capacity 

 
 
Per:  

Jeffrey Berger, CPA, CA, CIRP, LIT 
Managing Director 
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