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I. INTRODUCTION 

1. On July 2, 2018, 1787930 Ontario Inc. cob as Messenger Freight (“Messenger”) and 

1732427 Ontario Inc. (“173 ONT”, and collectively with Messenger, the “Companies”) 
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each filed a Notice of Intention to Make a Proposal (“NOI”) pursuant to section 50.4 of 

the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the “BIA”), wherein  

MNP Ltd. (“MNP”) was named as proposal trustee (the “Proposal Trustee”) of the 

Companies.  Copies of the NOIs are attached hereto and marked as Exhibit “A”. 

2. Notice of the NOIs as prescribed by the BIA was sent on July 9, 2018 to all of Messenger’s 

and 173 ONT’s known creditors with claims greater than $250.   

3. Information regarding the proceedings has been posted to the Proposal Trustee’s website 

at https://mnpdebt.ca/en/corporate/engagements/1787930-ontario-inc. 

4. The primary purposes of these proceedings are to provide stability to the Companies while 

the Companies, with the assistance and under the supervision of the Proposal Trustee, 

engage in a process of soliciting refinancing of the Companies’ current debt facilities, with 

the view of formulating and presenting a viable proposal to its creditors. 

II. RESTRICTIONS 

5. In preparing this Report and making the comments herein, the Proposal Trustee has been 

provided with, and has relied upon, certain unaudited, draft and/or internal financial 

information, the Affidavit of Louise Vonk, dated July 12, 2018, the Companies’ books and 

records, discussions with employees and management of the Companies and information 

from other third-party sources (collectively, the “Information”).  Except as described in 

this Report, the Proposal Trustee 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 Generally Accepted Assurance Standards of the Chartered Professional 

Accountants of Canada. 

6. The Proposal Trustee also bases its report on the Companies’ cash flow projections and 

underlying assumptions and notes that its review and commentary thereon were performed 

in accordance with the requirements set out in the Canadian Association of Insolvency and 

Restructuring Professionals’ Standards of professional Practice No. 99-5 (Trustee’s Report 

on Cash Flow Statement).  Certain of the information referred to in this report consists of 

financial forecasts and/or projections.  An examination or review of financial forecasts and 
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projections and procedures, in accordance with standards set by Chartered Professional 

Accountants Canada, has not been performed. Future oriented financial information 

referred to in this report was prepared based on estimates and assumptions provided by the 

Companies’ management. Readers are cautioned that, since financial forecasts and/or 

projections are based upon assumptions about future events and conditions that are not 

ascertainable, actual results will vary from the projections, and such variations could be 

material.   

III. PURPOSE OF THIS REPORT 

7. The purpose of this Report is to: 

a. Provide information to the Court with respect to the administration of the 

Companies’ proposal proceedings, including 

i. background information regarding the Companies’ operations, 

management structure, historical financial results and the circumstances 

leading to the filing of the NOIs;  

ii. the Companies’ efforts to financially restructure the business; and 

iii. provide information in respect of the Companies’ request for an extension 

of time to file a Proposal; and 

b. Provide the Court with the Proposal Trustee’s recommendation for an Order(s), 

inter alia: 

i. approving a charge in favour of the legal advisors retained by the 

Companies, and MNP in its capacity as the Proposal Trustee and its legal 

counsel (collectively, the “Administrative Professionals”) to secure 

payment of their respective reasonable fees and disbursements; 

ii. approving the administrative consolidation of the Companies’ NOI 

proceedings; 

iii. extending the time for filing a proposal to September 14, 2018; and 
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iv. approving the activities of the Proposal Trustee as set out in this Report. 

IV. BACKGROUND INFORMATION 

8. Messenger is an Ontario corporation carrying on business out of the Property (as defined 

below) located in St. Thomas, Ontario and from rented premises in Cambridge, Ontario.  

Messenger is a transportation and logistics company.  Messenger provides warehousing 

and storage services to its customers, as well as providing repacking and sorting. 

9. 173 ONT owns an approximately 130,000 square foot industrial property, situated on 

approximately 14 acres of land, located at 150 Dennis Road, St. Thomas, Ontario (the 

“Property”) from which Messenger carries on its warehousing and logistics business.   

10. Messenger advises that the causes of its financial difficulties are attributable to the 

following: 

a. In the summer of 2017, Messenger was negatively impacted by a six-week strike 

by the unionized staff at General Motors’ CAMI plant (“CAMI”).  Messenger had 

several trucks that ran 24/6 dedicated to CAMI and had trucks dedicated to the 

feeder plant that supplied CAMI with seats via dedicated runs and shunter service 

around the plant;  

b. One of Messenger’s larger customers also experienced a slowdown in service, 

which resulted in them cancelling runs on a day’s notice; an impact of 

approximately 20 runs a day, twice a week in the months of October and November.  

This reduced activity resulted in drivers leaving Messenger; and 

c. Messenger’s cost structure has increased and is too high given the size of 

Messenger’s business.  While it would have been beneficial for Messenger to pass 

recent cost increases onto its customers, sometimes it is has been locked into fixed 

pricing under contract and forced to absorb those costs.   
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11. A summary of the Companies’ combined historical financial results is set out below1: 

 

 

V. ASSETS   

Messenger 

12. Messenger’s assets consist primarily of its fleet of trucks and trailers, most of which are 

subject to capital leases.   

13. On January 26, 2018, Messenger entered into a Full Factoring Agreement (“Factoring 

Agreement”) with Baron Finance Incorporated (“Baron”).  Messenger also has limited 

accounts receivable consisting of invoices not subject to the Factoring Agreement. 

173 ONT 

14. 173 ONT owns the Property. 

VI. CREDITORS 

Messenger 

15. Messenger’s NOI lists creditors with claims of approximately $4.59 million. 

                                                           
1 The Companies’ 2018 combined results for the 11 months ending June 30, 2018 are not available for inclusion in 
this report, but reflect significant decreases in revenues, at a reduced gross margin.   

Year Ended July 31 F2016 F2017

(CAD $)

Revenue $20,440,844 $20,665,200

% Growth N/A 1%

Cost of Goods Sold 15,774,476 15,937,798

Gross Margin 4,666,368 4,727,402

Gross Margin (%) 23% 23%

Operating Expenses 3,592,438 3,674,208

Operating Expenses (%) 18% 18%

EBITDA 1,599,544 1,586,802

Unaudited
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16. A search of the Ontario Personal Property Security Act registry (the “Registry”), as of 

July 2, 2018, and the Messenger’s records, includes the following parties2 as secured 

creditors of the Messenger: 

Creditor 

Estimated 

Amount Owed at 

the Filing Date 

Bank of Nova Scotia (“BNS”) $2,019,960.00 

Baron Finance Incorporated 

BNS (capital leases) 

Altruck International Truck Centres 

1.00 

1,057,572.00 

1.00 

 

17. BNS’s claim of approximately $2.02 million reflected above, represents the refinancing of 

the residual operating loan following the closing of the Factoring Arrangement in March 

2018.   This loan is further secured by a General Security Agreement granted by Messenger 

in favour of BNS.  The BNS is also owed approximately $1,057,572 pursuant to equipment 

financing loans, which amount is not included in the claims in paragraph 15.  

18. On June 11, 2018, Canada Revenue Agency (“CRA”) issued Requirements to Pay to BNS 

in respect of Messenger’s indebtedness for unpaid source deductions and corporate taxes. 

Based on CRA’s proof of claim, dated July 9, 2018, Messenger’s indebtedness for source 

deductions, Harmonized Sales Tax and corporate taxes is approximately $239,200, $5,800 

and $54,400, respectively3. 

19. The Proposal Trustee has not yet sought an independent legal opinion on the validity and 

enforceability BNS’s security or the validity and enforceability of the Factoring 

Agreement. 

                                                           
2 Additionally, Messenger has entered into several equipment leases and the various lessors have registered a 
security interest on the Registry. 
3 The Proposal Trustee has not reviewed whether CRA’s proof of claim accounts fully for the funds CRA received 
from the Requirements to Pay. 
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Lien Registrations 

20. Prior to the NOI, Messenger had part of its fleet of trucks and trailers serviced by Viking 

Truck Sales Inc. (“Viking”) and/or Altruck International Truck Centres (“Altruck”).  On 

the date of filing the NOI, each of Viking and Altruck were reflected as being owed money 

by Messenger for repairs to Messenger’s fleet. 

21. On July 11, 2018, notwithstanding the filing of the NOI, Viking and Altruck each filed 

registrations with the Registry in respect of these unpaid repair services.   Viking’s five 

lien registrations are intended to secure payment of $6,675 and Altruck’s 10 registrations 

are intended to secure payment of $11,679.   

22. Messenger advised the Proposal Trustee of these registrations on July 24, 2018.  The 

Proposal Trustee is carrying out further review and investigation into this matter. 

173 ONT 

23. 173 ONT’s NOI lists creditors of approximately $9.140 million, including a mortgage 

registered in favour of BNS of approximately $6.07 million and arrears of property taxes 

owing to City of St. Thomas of approximately $725,000.  The other obligations are due to 

related parties.  Messenger’s indebtedness to BNS in the amount of $1,945,000 (included 

in the total in paragraph 16 above), which currently bears interest of approximately 20.7%, 

(including a PIK rate of 15%) is also secured by a mortgage registered against the Property. 

24. Prior to the filing of the NOIs, on June 22, 2018, BNS served the Companies’ with demands 

and Notice of Intention to Enforce Security under section 244 of the BIA. 

25. The Proposal Trustee has not yet sought an independent legal opinion on the validity and 

enforceability BNS’ security. 

VII. CASH FLOW PROJECTIONS 

26. To date, the Companies have provided the Proposal Trustee with its full co-operation and 

unrestricted access to its premises, books and records. 
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27. In accordance with the provisions of the BIA, the Companies filed with the Official 

Receiver a projected cash flow statement dated July 12, 2018, which was reviewed by the 

Proposal Trustee for reasonableness and signed by the Proposal Trustee and the Companies 

(the “Cash Flow Projections”).  A copy of the Cash Flow Projections and related reports, 

are attached hereto as Exhibit “B”.   

28. The Proposal Trustee has implemented procedures for monitoring the Companies’ receipts 

and disbursements and monitoring the business in order to ensure that operations are 

continuing in the normal course of business and in accordance with the Cash Flow 

Projections. 

29. The principal assumptions of the Cash Flow Projections are that: 

a. The projections are prepared on a consolidated basis as the operations of Messenger 

and 173 ONT are inter-dependent. 

b. Revenues are based on historical results reflecting increases in transportation rates 

recently negotiated by the Companies with certain of its customers.   

c. Messenger will continue to obtain financing from Baron pursuant to the Factoring 

Agreement. 

d. The supply of goods and services are assumed to be on a cash on delivery basis. 

e. Wages, salaries and benefits are based on current payroll and contract requirements. 

30. The Cash Flow Projections reflect that the Companies are expected to require funding of 

approximately $154,200 through to the period ending September 28, 2018.  Since filing 

the projections, the Companies, with the assistance of the Proposal Trustee, have negotiated 

arrangements whereby BNS has agreed to receive payments on account of interest only 

during the proposal proceedings.  This accommodation arrangement with BNS will 

eliminate approximately $132,000 of this deficiency. 173 ONT advises the Proposal 

Trustee that it also sought and obtained an accommodation arrangement from the City of 

St. Thomas, whereby the payment of post-NOI property taxes, estimated at $58,346 (i.e., 

during the 13-week projection), can be deferred. 
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31. Based on the Proposal Trustee’s review of the Cash Flow Projections, there are no material 

assumptions which seem unreasonable in the Companies’ circumstances.  The Proposal 

Trustee’s report on the Cash Flow Projections, as required by Section 50.4(2)(b) of the BIA 

is attached hereto and marked as Exhibit “C”. 

32. Based on the Cash Flow Projections and the accommodations provided by BNS and City 

of St. Thomas, the Companies appear to have sufficient funding through to the end of the 

requested extension of the NOI. 

Fuel Suppliers 

Transit Petroleum Inc. 

33. Transit Petroleum Inc., a division of Hogg Petroleum (“Transit Petroleum”), previously 

supplied Messenger with a portion of the fuel it required to operate its fleet.  Upon the 

filing of the NOI, Messenger met with representatives of Transit Petroleum to secure the 

supply of post-NOI fuel.   

34. Soon after this preliminary meeting, on July 9, 2018, Transit Petroleum’s legal counsel 

reached out to the Proposal Trustee to request a copy of Messenger’s NOI and requested 

the Cash Flow Projections on behalf of its client.  Transit Petroleum’s legal counsel had 

raised with the Proposal Trustee the possibility of Messenger posting a security deposit to 

secure payment of post-NOI obligations. 

35. On July 5, 2018, Transit Petroleum received payment via a pre-authorized payment in the 

amount of $83,734.05 (the “Retained Funds”).  On July 4, 2018 and July 5, 2018, 

Messenger attempted to stop this payment, which was in respect of the supply of pre-NOI 

fuel, first by approaching Transit Petroleum and then by contacting its credit union.  Neither 

Transit Petroleum or the credit union were able to stop payment.  Messenger had asked 

Transit Petroleum to apply the Retained Funds against the supply of post-NOI fuel, which 

request was refused.  On July 19, 2018, Messenger’s legal counsel directed an email 

message (the “July 19th Email”) to Transit Petroleum’s legal counsel demanding the return 
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of the Retained Funds to Messenger.4  Messenger’s counsel sent a follow up email on July 

25, 2018.  On July 26, 2018, Transit Petroleum’s counsel advised that she would need to 

discuss Messenger’s demand with her client and obtain instructions.  However, she noted 

that she will not be able to do so until the week of July 30th when Transit Petroleum’s 

owner returns to the office. 

Petro Canada/Suncor 

36. Once it became apparent to Messenger that Transit Petroleum was not prepared to continue 

providing fuel to Messenger, Messenger approached Petro Canada.  Petro Canada also 

sought protection for payment and sought a security payment be paid to secure post-NOI 

supplies. 

37. On July 23, 2018, Messenger and Petro Canada discussed an arrangement whereby Petro 

Canada bills weekly for fuel used in the preceding week.  Messenger proposed providing 

a $70,000 security deposit to Petro Canada.  Messenger also proposed making weekly 

payments to Petro Canada to pay for the fuel it purchases in the preceding week.  At the 

time of writing this Report, the parties were still negotiating the terms of an arrangement. 

VIII. ADMINISTRATIVE PROFESSIONALS CHARGE 

38. In order to protect the fees and expenses of the Administrative Professionals, the 

Companies’ are seeking a charge (the “Administrative Professionals Charge”) on the 

property and assets of the Companies to secure payment of the reasonable fees and 

expenses of the Administrative Professionals in an amount of $75,000.  

39. The Companies’ are requesting that the Administrative Professionals Charge rank in 

priority to the claims of all secured and unsecured creditors over the property and assets of 

the Companies’, and the rights of parties with properly perfected purchase-money-security-

interests.   

                                                           
4 The Proposal Trustee, copied on the July 19th Email, forwarded the July 19th Email to Transit Petroleum’s legal 
counsel after being  
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40. The Proposal Trustee recommends the Administrative Professional Charge be approved 

for the following reasons: 

a. each of the professionals whose fees are to be secured by the Administrative 

Professionals Charge has played and will continue to play a critical role in the 

Companies’ restructuring or refinancing; 

b. The Companies’ intend to satisfy the fees and disbursements of the Administrative 

Professionals from cash flow during the NOI proceedings. The Administrative 

Professionals Charge is sought to protect the Administrative Professionals in the 

event that the restructuring is not successful; and 

c. BNS has been notified of the Companies’ request for the Administrative 

Professionals Charge, and the Proposal Trustee is advised that BNS does not oppose 

the Administrative Professionals Charge. 

IX.  PROPOSED ADMINISTRATIVE CONSOLIDATION 

41. The Companies’ are seeking a Procedural Order administratively consolidating 

Messenger’s and 173 ONT’s NOI proceedings to avoid a multiplicity of proceedings. The 

Companies’ operations are fully integrated with substantially all of the Companies’ 

management, accounting, banking, and administrative functions performed at Messenger’s 

head office in St. Thomas, Ontario. The Companies also have common officers, directors 

and management. 

42. The Proposal Trustee recommends the administrative consolidation of the Companies’ 

NOI proceedings. 

X. EFFORTS TO RESTRUCTURE 

43. Since filing the NOI, the Companies have requested the Proposal Trustee’s assistance in 

sourcing and negotiating satisfactory refinancing of the Companies’ current mortgage 

and/or loan financing.  The Companies’ are currently engaged in discussions with seven 

(7) potential lenders. 
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44. During the extension period, the Companies, with the assistance of the Proposal Trustee, 

will facilitate further due diligence requests and site visits.   

45. The refinancing may also provide the Companies’ the financial means of making a viable 

proposal to its creditors. 

XI. REQUEST FOR AN EXTENSION OF TIME FOR FILING A PROPOSAL 

46. In order to allow the Companies’ sufficient time to carry out a financial restructuring or 

refinancing of its business, and work towards filing a proposal to its creditors, the 

Companies seeks an extension of the time for filing of a proposal to September 14, 2018. 

47. In view of the foregoing, the Trustee supports the Companies’ request for an extension and 

has also considered: 

a. that the Companies are acting in good faith and with due diligence; 

b. that the extension should not adversely affect or prejudice creditors as the 

Companies are projected to have sufficient funds to pay post-filing services and 

supplies in the amounts contemplated in the Cash Flow Forecast; and 

c. it is contemplated that the efforts to source refinancing will be fully negotiated or 

completed during the extension period. 

XII. CONCLUSION AND RECOMMENDATION 

48. Based on the foregoing, the Proposal Trustee respectfully recommends that the Court make 

an order granting the relief detailed in paragraph 7. 
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