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Court File No.:

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C 36, AS AMENDED

AND IN THE MATTER OF TK HOLDINGS INC., AND THOSE OTHER
COMPANIES LISTED ON SCHEDULE “A” HERETO (the "Chapter 11

Debtors")

APPLICATION OF TK HOLDINGS INC.
UNDER SECTION 46 OF THE

COMPANIES’ CREDITORS ARRANGEMENT ACT

NOTICE OF APPLICATION

TO THE RESPONDENT:

A LEGAL PROCEEDING HAS BEEN COMMENCED by the applicant. The
claim made by the applicant appears on the following page.

THIS APPLICATION will come on for a hearing on June 28, 2017, at 2:30 p.m.
or such other time as the Court may direct, at 361 University Avenue, Toronto, Ontario.

IF YOU WISH TO OPPOSE THIS APPLICATION, to receive notice of any step
in the application or to be served with any documents in the application, you or an
Ontario lawyer acting for you must forthwith prepare a notice of appearance in Form
38A prescribed by the Rules of Civil Procedure, serve it on the applicant’s lawyer or,
where the applicant does not have a lawyer, serve it on the applicant, and file it, with
proof of service, in this court office, and you or your lawyer must appear at the hearing.

IF YOU WISH TO PRESENT AFFIDAVIT OR OTHER DOCUMENTARY
EVIDENCE TO THE COURT OR TO EXAMINE OR CROSS-EXAMINE
WITNESSES ON THE APPLICATION, you or your lawyer must, in addition to serving
your notice of appearance, serve a copy of the evidence on the applicant’s lawyer or,
where the applicant does not have a lawyer, serve it on the applicant, and file it, with
proof of service, in the court office where the application is to be heard as soon as
possible, but at least four days before the hearing.

IF YOU FAIL TO APPEAR AT THE HEARING, JUDGMENT MAY BE
GIVEN IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU. IF
YOU WISH TO OPPOSE THIS APPLICATION BUT ARE UNABLE TO PAY
LEGAL FEES, LEGAL AID MAY BE AVAILABLE TO YOU BY CONTACTING A
LOCAL LEGAL AID OFFICE.
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Date: June ______, 2017 Issued by
Local registrar

Address of
court office

330 University Avenue
7th Floor
Toronto,ON M5G 1R7

TO: THE SERVICE LIST
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APPLICATION

1. TK Holdings Inc. (“TKH”) in its capacity as foreign representative of the

Chapter 11 Debtors (the “U.S. Foreign Representative”), makes this application

seeking the following orders:

(a) an Initial Recognition Order (Foreign Main Proceeding), among other

things:

(i) abridging and validating the time for service;

(ii) ordering and declaring that the U.S. Foreign Representative is a

“foreign representative” as defined in s. 45 of the CCAA in

respect of the petitions commenced by the Chapter 11 Debtors in

the United States Bankruptcy Court, District of Delaware (the

“Chapter 11 Proceedings");

(iii) recognizing the Chapter 11 Proceedings as a "foreign main

proceeding" as defined in section 45 of the CCAA; and

(iv) ordering the other mandatory relief set out in section 48(1) of the

CCAA.

(b) a Supplemental Recognition Order (Foreign Main Proceeding), among

other things:

(i) recognizing and giving full force and effect in all provinces and

territories of Canada to certain U.S. First Day Orders (as defined

below) made in the Chapter 11 Proceedings;

(ii) appointing FTI Consulting Canada Inc. as information officer; and

4



- 4 -

(iii) granting additional stays and protections consistent with the

Model Supplemental Recognition Order in Ontario.

2. The grounds for the application are:

Background and Foreign Proceedings

(a) Takata Corporation (“TJKP”), together with its direct and indirect

subsidiaries, including TKH (“Takata”), is a global leader in the

manufacture of automotive safety components, including seatbelts and

airbags. For well over 50 years, Takata has been a pioneer in the

development and production of safety systems and its cutting edge and

innovative products have saved countless lives;

(b) While Takata has no assets (other than retainers with professionals,

including counsel) or operations in Canada, its products appear in

vehicles in Canada since Takata sells its products to original equipment

manufacturer customers (the “OEMs” or the “Customers”), who in turn

manufacture and sell automobiles in Canada;

(c) Recently, despite its long history of leadership and excellence, Takata has

experienced financial distress due to issues relating to certain of its airbag

inflators containing phase-stabilized ammonium nitrate (“PSAN

Inflators”), which have ruptured during deployment of the airbag. This

has led to wide-ranging recalls of vehicles in Canada, the United States

and elsewhere;

(d) Takata has been named as a defendant in a number of actions in Canada

relating to the PSAN Inflators, including fourteen (14) uncertified class

actions in Canada (four of which have been dismissed, five of which are

currently in abeyance and five of which have been consolidated into

national class actions proceeding in Ontario (collectively, the “Canadian
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Class Actions”)) and two personal injury actions (collectively the

“Canadian Personal Injury Actions” and collectively with the Canadian

Class Actions, the “Canadian Actions”). Although several of the

Canadian Actions allege personal injuries, there have been no known

instances of inflator rupture in Canada to date;

(e) Takata also faces significant liabilities relating to the PSAN Inflators in

the United States and elsewhere including:

(i) A USD $25 million criminal fine and USD $975 million in

restitution payments arising out of a plea agreement with the

United States Department of Justice, Criminal Division, Fraud

Section, and the United States Attorney’s Office for the Eastern

District of Michigan, USD $850 million of which remains

outstanding and must be satisfied in full be February 27, 2018;

(ii) An up to USD $200 million civil penalty owed by TKH to the

United States National Highway Traffic Safety Administration

(“NHTSA”) in the U.S. in connection with recalls, which consists

of USD$70 million in non-contingent penalties (USD $50 million

of which is outstanding and due by October 2020) and USD$130

million in penalties that are deferred and held in abeyance pending

TKH’s compliance with certain provisions of a consent order with

NHTSA;

(iii) Recall-related indemnification and warranty liabilities, in the

billions of dollars, owed to OEM customers who purchased and

installed the affected components into vehicles that were then sold

globally, which, based on the results of the marketing and sale

process, exceed the enterprise value of the Debtors and their

affiliates; and
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(iv) Significant ongoing and potential future litigation claims in the

United States and Mexico (in addition to the Canadian Actions)

asserting damages claims for personal injury, wrongful death and

economic losses, among other things, relating to the affected

airbags;

(f) Despite the complexities and risks resulting from the unprecedented

product recalls and the impending liquidity risks, Takata is close to

finalizing the terms of a global transaction with Key Safety Systems, Inc.

("KSS" and, collectively with one or more of its current or newly formed

subsidiaries or designated affiliates, the “Plan Sponsor”) for the sale of

substantially all of Takata’s global operations (the “Global

Transaction”) after an expansive sale and marketing process;

(g) The Global Transaction is expected to have the support of a significant

majority of Takata’s OEM Customers (the “Consenting OEMs”) and to

produce a better result for the Chapter 11 Debtors’ stakeholders than a

liquidation (which, among other things, would potentially impact ongoing

product recalls by putting the stable and continuous supply of parts to the

OEMs, including replacement parts for vehicles subject to recall, at

significant risk);

(h) While the Chapter 11 Debtors are close to finalizing the Global

Transaction, they determined that the Chapter 11 Debtors’ liquidity

position was not sustainable without an insolvency filing in light of

vendor reaction to news of a pending bankruptcy filing;

(i) On June 25, 2017, the Chapter 11 Debtors filed voluntary petitions for

relief under chapter 11 of title 11 of the United States Code.

Concurrently, albeit on June 26, 2017 in Japan, TKJP, Takata Kyushi

K.K. and Takata Service Corporation (the “Japanese Debtors”, and

collectively with the Chapter 11 Debtors, the “Debtors”) initiated civil

rehabilitation proceedings with the 20th Department of the Civil Division
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of the Tokyo District Court under the Civil Rehabilitation Act of Japan

(the “Japanese Proceedings”, and collectively with the Chapter 11

Proceedings, the “Foreign Proceedings”).

(j) The Chapter 11 Debtors also filed various motions seeking the following

Orders, which motions are returnable on June 27, 2017:

(i) Order Directing Joint Administration of Chapter 11 Cases;

(ii) Order Appointing Prime Clerk LLC as Claims and Noticing

Agent;

(iii) Interim and Final Order (i) Authorizing Debtors to Enter into

Accommodation Agreement with Certain Customers, (ii) Granting

Adequate Protection to Certain Consenting OEMs in Connection

Therewith, (iii) Modifying the Automatic Stay to Implement and

Effectuate the Terms of the Interim Order, and (vi) Scheduling a

Final Hearing;

(iv) Interim and Final Orders (I) Authorizing Debtors to (A) Continue

Their Existing Cash Management System, (B) Honor Certain

Prepetition Obligations Related to the Use Thereof, (C) Provide

Certain Postpetition Claims Administrative Expense Priority, (D)

Continue Intercompany Funding of Certain Non-Debtors, and (E)

Maintain Existing Bank Accounts and Business Forms; and (II)

Extending Time to Comply with Requirements of 11 U.S.C. §

345(b);

(v) Order for Interim and Final Authority to (I) Pay Prepetition

Wages, Salaries, and Other Compensation and Benefits, and (II)

Maintain Employee Benefit Programs and Pay Related

Administrative Obligations;
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(vi) Order for Interim and Final Authority to Pay Prepetition

Obligations Owed to Certain Critical Vendors;

(vii) Interim and Final Orders Authorizing the Debtors to (I) Pay

Prepetition Obligations Owed to Certain Foreign Vendors and

Lien Claimants and (II) Grant Administrative Status for Certain

Goods Delivered to Debtors Postpetition;

(viii) Order for Interim and Final Authority to (I) Continue Tooling and

Warranty Programs in the Ordinary Course of Business and Pay

Prepetition Obligations Related Thereto, and (II) Authorize Banks

to Honor and Process Related Checks and Transfers;

(ix) Order for Interim and Final Authority to Continue Insurance

Programs and Pay All Obligations With Respect Thereto;

(x) Order for Interim and Final Authority to (I) Pay Certain

Prepetition Taxes and Assessments, and (II) Authorize Banks to

Honor and Process Related Checks and Transfers;

(xi) Interim and Final Orders (I) Approving Debtors’ Proposed form

of Adequate Assurance of Payment to Utility Companies, (II)

Establishing Procedures for Resolving Objections by Utility

Companies, and (III) Prohibiting Utility Companies from

Altering, Refusing, or Discontinuing Service;

(xii) Order Enforcing the Protections of 11 U.S.C. §§ 362, 365, 525,

and 541(c);

(xiii) Order Authorizing TK Holdings, Inc. to Act as Foreign

Representative on Behalf of the Debtors’ Estates; and

(xiv) Order Implementing Certain Notice Procedures and Approving

the Form and Manner of Notice of Commencement (such orders

9
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that are granted by the U.S. Court on or about June 27, 2017, the

“U.S. First Day Orders”).

(k) It is anticipated that the Global Transaction will be implemented pursuant

to: (i) a chapter 11 plan of reorganization for the sale of the Chapter 11

Debtors’ assets except certain excluded assets; and (ii) a business transfer

followed by a liquidating plan in accordance with the Civil Rehabilitation

Act in Japan for the sale of the assets of the Japanese Debtors. The

remainder of Takata’s assets will be sold or transferred outside of a

formal insolvency proceeding;

(l) With the benefit of the breathing room afforded by the Foreign

Proceedings, the Debtors expect to progress expeditiously toward

finalizing the terms of the Global Transaction in a manner that is fair,

equitable and in the best interests of the Debtors’ estates and the safety of

the driving public;

Recognition of the Chapter 11 Proceedings

(m) The Applicants are seeking recognition of the Chapter 11 Proceedings

under Part IV of the CCAA;

(n) The Chapter 11 Proceedings are judicial proceedings that deal with

creditors’ collective interests generally under a law relating to bankruptcy

or insolvency in which the relevant Chapter 11 Debtors’ business and

financial affairs are subject to control or supervision by the respective

court for the purpose of reorganization;

(o) The centre of main interest of each Chapter 11 Debtor is in the United

States;

(p) None of the Chapter 11 Debtors have business or operations in Canada

and have no assets outside Ontario. The Chapter 11 Debtors have assets

10
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in Ontario in the form of retainers with professionals, including their

counsel, McCarthy Tétrault LLP;

(q) The Chapter 11 Proceedings constitute a foreign main proceeding under

Part IV of the CCAA. The U.S. Foreign Representative will be duly

appointed as foreign representative of the Chapter 11 Proceedings and

authorized to seek recognition of those proceedings in Canada;

(r) Recognition of the Chapter 11 Proceedings and the requested relief,

including the mandatory stay of proceedings set out in section 48 of the

CCAA that restrains further proceedings in any action, suit or proceeding

against the Chapter 11 Debtors including the Canadian Class Actions,

will provide the Chapter 11 Debtors with breathing room necessary to

continue towards implementation of the Global Transaction for the

benefit of its stakeholders;

Appointment of the Information Officer

(s) FTI Consulting Canada Inc. (“FTI”) has consented to act as an

Information Officer. The U.S. Foreign Representative seeks its

appointment to ensure the Court is kept apprised of the status of the

Chapter 11 Proceedings and to assist in providing information to and

responding to inquiries from potential Canadian creditors;

(t) Prior to the involvement of FTI in its role as proposed Information

Officer, one or more of its U.S. affiliates provided advisory services in

respect of claims involving one or more of TKH and/or its affiliates;

however, FTI advises that the professional personnel at FTI had not

previously been involved in such activities of its U.S. affiliates, and that

its engagement team operates separately from the U.S. engagement team;

General

(u) The provisions of the CCAA, including sections 44-61;
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(v) Rules of Civil Procedure, R.R.O. 1990, Reg. 194, including rules 2.03, 3

and 16; and

(w) Such further and other grounds as counsel may advise and this Court may

permit;

3. The following documentary evidence will be used at the hearing of the

application:

(a) The affidavit of Scott Caudill sworn June 27, 2017;

(b) A supplementary affidavit, to be sworn;

(c) The consent of FTI Consulting Canada Inc. to act as Information Officer;

and

(d) Such further evidence as counsel may advise and this Honourable Court

may permit.

June 27, 2017 McCarthy Tétrault LLP
Suite 5300, Toronto Dominion Bank Tower
Toronto ON M5K 1E6

Heather L. Meredith LSUC#: 48354R
Tel: (416) 601-8342
Email: hmeredith@mccarthy.ca

Eric S. Block LSUC#: 47479K
Tel: 416-601-7792
Email: eblock@mccarthy.ca

Paul Davis LSUC#: 65471L
Tel: 416-601-8125
Email: pdavis@mccarthy.ca

Trevor Courtis LSUC#: 67715A
Tel: 416-601-7643
Email: tcourtis@mccarthy.ca

Lawyers for the U.S. Foreign
Representative
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Schedule “A” – Chapter 11 Debtors

1. TK Holdings Inc.

2. Takata Americas

3. TK Finance, LLC

4. TK China, LLC

5. TK Mexico Inc.

6. TK Mexico LLC

7. Interiors in Flight, Inc.

8. Takata Protection Systems Inc.

9. TK Holdings de Mexico S. de R.L. de C.V.

10. Industrias Irvin de Mexico, S.A. de C.V.

11. Takata de Mexico, S.A. de C.V.

12. Strosshe-Mex, S. de R.L. de C.V.
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4

years of experience in the automotive and manufacturing industries. Accordingly, I have

personal knowledge of the matters herein, except where I have indicated that I have obtained

facts from other sources, in which case I believe those facts to be true.

2. I swore a declaration in the Chapter 11 Proceedings (defined below), a copy of which is

attached here at Exhibit “A” (my “First Day Declaration”). I repeat and affirm the contents of

my First Day Declaration here.

3. I swear this affidavit in support of the application by TKH, in its capacity as foreign

representative of the Chapter 11 Debtors (the “U.S. Foreign Representative”), pursuant to Part

IV of the Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the

"CCAA") for the following orders (the “Recognition Orders”):

(a) an Initial Recognition Order (Foreign Main Proceeding), among other things:

(i) abridging and validating the time for service;

(ii) ordering and declaring that U.S. Foreign Representative is a “foreign

representative” as defined in s. 45 of the CCAA in respect of the petitions

commenced by the Chapter 11 Debtors in the United States Bankruptcy

Court, District of Delaware (the “Chapter 11 Proceedings);

(iii) recognizing the Chapter 11 Proceedings as a "foreign main proceeding” as

defined in section 45 of the CCAA; and

(iv) ordering the other mandatory relief set out in section 48(1) of the CCAA;

and

19
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(b) a Supplemental Recognition Order (Foreign Main Proceeding):

(i) recognizing and giving full force and effect in all provinces and territories

of Canada to certain U.S. First Day Orders (as defined below) made in the

Chapter 11 Proceedings;

(ii) appointing FTI Consulting Canada Inc. as information officer; and

(iii) granting the stays and protections consistent with the Model Supplemental

Recognition Order in Ontario.

4. All dollar references herein are in US dollars unless otherwise specified.

I. OVERVIEW

5. On June 25, 2017, the Chapter 11 Debtors filed voluntary petitions for relief under

chapter 11 of title 11 of the United States Code (the “Bankruptcy Code”). Concurrently, albeit

on June 26, 2017 in Japan, TKJP, Takata Kyushi K.K. and Takata Service Corporation (the

“Japanese Debtors”, and collectively with the Chapter 11 Debtors, the “Debtors”) initiated civil

rehabilitation proceedings with the 20th Department of the Civil Division of the Tokyo District

Court under the Civil Rehabilitation Act of Japan (the “Japanese Proceedings”, and collectively

with the Chapter 11 Proceedings, the “Foreign Proceedings”). The Chapter 11 Debtors also

filed various motions seeking certain First Day Orders (defined below) from the US Court,

which motions are returnable on June 27, 2017.

6. In this proceeding, the U.S. Foreign Representative seeks the relief described above,

including recognizing the Chapter 11 Proceedings as a “foreign main proceeding” pursuant to

20
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Part IV of the CCAA and granting related relief. The Japanese Debtors do not presently seek

recognition of the Japanese Proceedings in Canada.

Background

7. Takata is one of the world’s leading automotive safety systems companies, supplying

nearly all the world’s major automotive manufacturers with a product range that includes seat

belts and airbag systems, as well as steering wheels, child restraint systems, and electronic

devices such as satellite sensors and electronic control units. Takata’s products have saved

countless lives and Takata airbags have deployed safely in more than two million automobile

accidents around the world over the past 30 years.

8. Takata has no business, operations or assets (other than retainers with professionals,

including counsel) in Canada. However, its products appear in vehicles in Canada since Takata

sells its products to original equipment manufacturer customers (the “OEMs” or the

“Customers”), who in turn manufacture and sell automobiles in Canada.

9. Recently, despite Takata’s long history of leadership and excellence in the active and

passive automotive safety market, it has experienced financial distress due to issues relating to

certain of its products. Specifically, certain airbag inflators containing phase-stabilized

ammonium nitrate (“PSAN Inflators”) manufactured by Takata have ruptured during

deployment. The rupture of these PSAN Inflators has prompted Takata, several major OEMs and

regulators to take actions to initiate wide-ranging recalls of vehicles in the United States, Canada

and elsewhere.

10. What began as a limited set of focused recalls affecting a small number of vehicle makes

and models has expanded to become the largest and most complex automotive recall campaign in

21
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Canadian and U.S. history. As of the date hereof, over 60 million PSAN Inflators in the United

States and more than 64 million outside of the United States (including more than 5.2 million in

Canada), in each case, without dessicant,1 have been recalled or will be subject to recalls based

on announced schedules.

11. Although substantial work has been done, and continues to be done to implement and

complete the unprecedented recalls of non-desiccated PSAN Inflators, Takata nevertheless faces

insurmountable claims and liabilities arising out of or relating to the recalls.

12. In Canada, certain Takata entities have been named as defendants in a number of actions

relating to the PSAN Inflators, including 14 uncertified class actions in Canada (four of which

have been dismissed, five of which are currently in abeyance and five of which have been

consolidated into national class actions proceeding in Ontario (collectively, the “Canadian Class

Actions”)) and two personal injury actions (collectively the “Canadian Personal Injury

Actions” and collectively with the Canadian Class Actions, the “Canadian Actions”). As noted

below, TKH and TKJP are each named defendants in the Canadian Class Actions; however the

Canadian Class Actions that have not been dismissed or held in abeyance have been stayed

against TKJP. Although several of the Canadian Class Actions allege personal injuries, there

have been no known instances of inflator rupture in Canada to date.

13. Takata also faces significant liabilities and potential liabilities in the United States and

elsewhere including, among others:

(a) An up to $200 million civil penalty owed by TKH to the National Highway

Traffic Safety Administration (“NHTSA”) in the U.S. in connection with recalls,

1 Desiccant is a chemical drying agent that has been proven to absorb moisture and mitigate the risk of rupture.
PSAN Inflators that do contain desiccant are referred to herein as “desiccated PSAN Inflators” and those that do not
are referred to herein as “non-desiccated PSAN Inflators.”
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which consists of $70 million in non-contingent penalties ($50 million of which

remains outstanding and is due and payable by October 2020) and $130 million in

penalties that are deferred and held in abeyance pending TKH’s compliance with

certain provisions of the Consent Order (defined below);

(b) A $25 million criminal fine and $975 million in restitution payments required by

TKJP pursuant to a plea agreement (the “Plea Agreement”) with the United

States Department of Justice, Criminal Division, Fraud Section (the “DOJ”),

$850 million of which remains outstanding and must be satisfied in full by

February 27, 2018;

(c) Recall-related indemnification and warranty liabilities that the Debtors owe to

OEMs, which are in the billions of dollars and, based on the results of the

marketing and sale process, exceed the enterprise value of the Debtors and their

affiliates; and

(d) Significant ongoing and potential future litigation claims for personal injury,

wrongful death and economic losses, among others, relating to airbags containing

non-desiccated PSAN Inflators.

14. In early 2016, it became clear that, absent a substantial injection of capital or a sale of

Takata’s assets to a third party, Takata would be forced into a liquidation. A liquidation would

result in thousands of its employees being out of work, yield limited to no recoveries for

creditors, and jeopardize ongoing efforts to get non-desiccated PSAN Inflators safely off the road

including by putting the stable and continuous supply of parts to the OEMs, including

replacement parts for vehicles subject to recall, at significant risk.
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The Global Transaction

15. Accordingly, Takata, with the full participation and support of certain OEMs, conducted

a thorough and exhaustive prepetition marketing and sale process, which involved nearly one

year of intensive marketing, diligence, and negotiations between and among Takata, its

stakeholders and potential sponsors. Out of this process, Key Safety Systems, Inc. (“KSS”, and

collectively with one or more of its current or newly formed subsidiaries or designated affiliates,

the “Plan Sponsor”) was selected and Takata is close to finalizing the terms of a global sale

transaction that will pave the way for a relatively quick and successful emergence of Takata’s

business from restructuring (the “Global Transaction”).

16. It is expected that the Debtors will seek to implement the Global Transaction pursuant to

the Foreign Proceedings including by: (a) filing the following in the Chapter 11 Proceedings

within the next few weeks: (i) a stock and asset purchase agreement among the Debtors and the

Plan Sponsor; and (ii) a plan of reorganization; and (b) seeking approval pursuant to the Japanese

Civil Rehabilitation Code to sell to the Plan Sponsor substantially all of the assets of the

Japanese Debtors and subsequently filing a liquidating plan in accordance with the Japanese

Civil Rehabilitation Act.

17. It is anticipated that the Global Transaction will provide the best recovery to creditors,

continued employment of substantially all of Takata’s employees, and continued production of

PSAN Inflators for customers who need them, including to fulfill recalls. In addition, the Global

Transaction provides for payment of the remaining $850 million owing under the Plea

Agreement and the establishment of certain funds to provide distributions to holders of allowed

general unsecured claims including personal injury and wrongful death claims, among other

things.
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18. The proposed Global Transaction is expected to have the support of a substantial majority

of its OEM Customers (the “Consenting OEMs”).

19. Despite being on the verge of finalizing the documentation for the Global Transaction,

the Debtors determined that the Company’s liquidity position was not sustainable in light of

vendor reaction to news of pending bankruptcy filings and that filing without a fully executed

deal and continuing to negotiate and finalize the necessary documentation post-filing was in the

best interests of their stakeholders. The commencement of the Foreign Proceedings gives the

Debtors much needed breathing space and will allow the Debtors to finalize the documentation

for the Global Transaction while also preserving global liquidity and ensuring the ongoing

manufacture and supply of component parts, service parts, and assembled goods (the

“Component Parts”), including replacement parts required for ongoing recalls, to the OEMs.

20. The Consenting OEMs have an agreement in principle to provide critical

accommodations to Takata, including, with respect to the Debtors, accelerated payments, setoff

waivers, resourcing limitations, and inventory purchase commitments, pursuant to (i) an

Accommodation Agreement among the Chapter 11 Debtors, certain other entities in the Takata

group (other than the Japanese Debtors) and the Consenting OEMs (the “Accommodation

Agreement”), and (ii) an accommodation agreement among the Japanese Debtors and the

Consenting OEMs, to ensure that the Debtors have sufficient liquidity to operate during the

Chapter 11 Proceedings.
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Canadian Recognition Proceedings

21. As noted above, the Chapter 11 Debtors do not have any assets (except in the form of

retainers with professionals, including counsel) or operations in Canada. However, there is

outstanding litigation in Canada: TKH is a defendant in the Canadian Actions (as defined herein)

together with TKJP, certain non-Debtor subsidiaries and certain OEMs.

22. The plaintiffs in the uncertified Canadian Class Actions allege losses arising out of the

recalls related to PSAN Inflators. The Canadian Class Actions have been consolidated into

national class actions proceeding in the Ontario Superior Court of Justice in which an aggregate

of CDN $3.5 billion in damages is claimed. The Canadian Personal Injury Actions claim an

aggregate of CDN $3.5 million in damages.

23. The U.S. Foreign Representative is seeking recognition of the Chapter 11 Proceedings as

a foreign main proceeding under Part IV of the CCAA at this time. The Debtors are not currently

seeking recognition of the Japanese Proceedings, although they may do so in the future on the

basis that the Japanese Proceedings is a foreign main proceeding with respect to the Japanese

Debtors. The stay of proceedings in Canada will provide the Chapter 11 Debtors with the

breathing room necessary to continue towards implementation of the Global Transaction for the

benefit of its stakeholders.

24. The U.S. Foreign Representative is also seeking the appointment of FTI Consulting

Canada Inc. as information officer to ensure that the Canadian Court is kept apprised of the

status of the Chapter 11 Proceedings and to assist in providing information to and responding to

inquiries from potential Canadian creditors, including claimants in the Canadian Actions.
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25. It is intended that Canadian claimants will be treated in the same manner in the Chapter

11 Proceedings as other similarly situated creditors in the U.S. As described in my First Day

Declaration and referenced below, the Chapter 11 Plan (defined in my First Day Declaration)

will provide for the treatment of all prepetition claims against the respective Chapter 11 Debtors

– regardless of the country of origin of the claimant – through the establishment and funding of

certain recovery funds at each of the Chapter 11 Debtor entities for the benefit of their respective

claims.

II. THE DEBTORS

26. For management purposes, Takata’s global operations are grouped into four regions:

Japan, Asia (excluding Japan), the Americas, and EMEA (Europe, the Middle East, and Africa).

27. TKJP, a corporation incorporated pursuant to the laws of Japan and a public company

listed on the Tokyo Stock Exchange, is the direct or indirect parent of each of the other Debtors.

TKJP is a Japanese Debtor. Recognition is not sought at this time with respect to it or the other

Japanese Debtors (each of which is incorporated pursuant to the laws of Japan). The Takata

entities that primarily operate in Asia or EMEA have not commenced bankruptcy or insolvency

proceedings.

28. A detailed summary of the Debtors’ current organizational structure is attached hereto as

Exhibit “B”.

Chapter 11 Debtors

29. The Chapter 11 Debtors each operate in the Americas region of Takata’s operations. As

described further below, there is centralized management at Takata’s U.S. head office in Auburn

Hills, Michigan for all strategic, management, operational, marketing and communication
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decisions regarding Takata’s operations in the Americas, including the U.S. and Mexico. Below

is a brief description of each Chapter 11 Debtor:

(a) Takata Americas is a Delaware partnership that serves as a holding company for

Takata’s operations in the Americas. Takata Americas owns over 99% of the

equity in TKH and generally has no assets other than the stock in its subsidiaries.

(b) TKH is a Delaware-incorporated operating company that manufactures and sells

inflators, airbags and seat belts, and sells steering wheels (which are

manufactured by its affiliates). TKH owns six plants, including a plant in Moses

Lake, Washington, where TKH produces PSAN propellant, inflators, and airbag

modules. TKH’s revenues represent 33% of Takata’s revenues on a global basis.

TKH directly or indirectly owns each of the other Chapter 11 Debtors (excluding

Takata Americas), along with various other entities.

(c) TK Finance, LLC, TK China LLC, TK Mexico Inc., and TK Mexico LLC are

each holding companies with no operations, third-party debt, or assets other than

the equity in their respective subsidiaries.

(d) Interiors in Flight, Inc. and Takata Protection Systems Inc. have no ongoing

operations following a sale of substantially all of their assets in February 2017.

(e) Takata de Mexico, S.A. de C.V. (“TK DM”) and Industrias Irvin de Mexico,

S.A. de C.V. (“Industrias Irvin”) are each maquiladoras incorporated pursuant

to the laws of Mexico. TK DM manufactures inflators and assembles airbag

modules and replacement kits and owns two plants, including a plant in

Monclova, Mexico where TK DM manufactures PSAN Inflators. Industrias Irvin

assembles airbag modules and seat belts and manufactures seat belt components.
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(f) Strosshe-Mex, S. de R.L. de C.V. (“SMX”) is a Mexican entity referred to as a

“trading sales company”. It is in the business of contracting with Mexican OEMs

for the sale of the Debtors’ products, including airbags containing PSAN

Inflators.

(g) TK Holdings De Mexico S. de R.L. de C.V. (“TK Holdings De Mexico”) is a

Mexican holding company that provides centralized administration services for its

subsidiaries, in exchange for a management fee. The administration services

include customs compliance, management of accounts receivable and payable,

taxes, and certain payroll functions. TK Holdings De Mexico does not employ its

own employees, but rather leases employees from TK DM in exchange for a

monthly fee.

III. THE BUSINESS OF THE DEBTORS

30. Takata’s business is described in greater detail in my First Day Declaration. The

following is a high-level description meant to provide background for the Canadian recognition

proceedings.

31. Takata was founded in 1933 as a textile company in Shiga Prefecture, Japan. In the early

1950’s it began to focus on automotive safety systems. Over the following decades, Takata

became a leader in automotive safety systems and expanded around the globe. The Company has

been and continues to be recognized for its high quality manufacturing by Customers, as well as

by third-party organizations.
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32. Takata operates more than 50 manufacturing plants and research & development centres

in over 20 countries and on 5 continents. A copy of the 2016 TKJP Corporate Brochure is

attached hereto as Exhibit “C”.

33. Takata’s product range encompasses a broad spectrum of passive and active automotive

safety technology, including seat belts, airbag systems, steering wheels, and other electronic

devices. For the fiscal year ended March 31, 2016, Takata’s sales by product category were as

follows: airbag systems (36%), seat belts (34%), steering wheels (17%) and other products

(14%), including electronics and child seats.

34. In addition to Takata’s automotive safety operations, Takata, including certain of TKH’s

non-debtor subsidiaries, operate certain non-automotive safety business lines, including webbing

fabrics and cushions and non-automotive products, including school bus seats.

Business Model

35. As is commonplace throughout the automotive industry, the Debtors’ businesses function

under a tiered supply chain structure. The Debtors are Tier One suppliers, upstream from the car

manufacturers (i.e. the OEMs), that produce the specialized Component Parts needed for new

vehicles.

36. Generally, each Component Part manufactured by the Debtors is engineered and designed

in partnership with the applicable Customer. In almost all cases, the Debtors are the sole

manufacturer of the Component Parts they supply for their Customers and, in many instances,

the Debtors and their Customers rely on a daily or weekly “just-in-time” inventory supply

system.
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37. The airbag, steering wheel, and other safety-critical products produced by the Debtors

and the constituent components of these products must meet demanding specifications mandated

by both the Debtors and the Customers, as well as government mandated safety standards, before

they can be used in the Debtors’ manufacturing process. Due to these extensive design,

development, and certification requirements, the process by which the Debtors and the OEMs

select and certify a new supplier and a new program can take approximately 18 to 24 months.

38. An OEM’s ability to assemble cars is directly dependent on the Debtors’ ability to deliver

Component Parts on schedule. As evidenced by the foregoing, any disruption in the Debtors’

production could immediately impact their Customers’ ability to manufacture automobiles and

could result in a shutdown in production of many of the largest vehicle platforms around the

globe.

Takata Does Not Have Any Canadian Operations

39. Takata does not have any operational presence in Canada. The Debtors do not operate

any plants or R&D facilities in Canada or otherwise have any assets situated in Canada in the

ordinary course of business. The Debtors do not have any employees in Canada, nor do they

engage any independent contractors based in the country to sell their products to Canadian

business.

Financial Results

40. For the twelve months ended March 31, 2017, the audited and consolidated financial

statements of TKJP and its Debtor and non-Debtor subsidiaries reflected total sales of

approximately $6.1 billion and a net loss of approximately $733.8 million.
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41. As of the date the Foreign Proceedings were commenced, the Chapter 11 Debtors have

no outstanding funded debt obligations. However, as of the same date, TKJP has outstanding

funded debt obligations in an aggregate amount of approximately $590 million (based on current

currency exchange rates) consisting of (i) approximately $320 million in principal amount of

bank debt and (ii) approximately $269 million in principal amount of unsecured bonds. The bank

lenders do not have any liens against Takata’s assets in connection with borrowed funds, but they

do have the ability to offset borrowed funds against Takata’s deposit accounts under certain

circumstances, including a payment default.

IV. EVENTS LEADING TO THE COMMENCEMENT OF PROCEEDINGS

42. The rupturing of PSAN Inflators and the related recalls have resulted in substantial and

expansive claims against the Debtors and other Takata entities, as well as resourcing of future

business by the Customers. Under these circumstances, and those described in more detail below,

Takata determined that an efficient sale of substantially all of Takata’s assets to the Plan Sponsor

through coordinated insolvency proceeding in the U.S. and Japan would provide the best

recovery to creditors while also ensuring that the Debtors continue to uphold recall-related and

supply obligations to its Customers.

NHTSA Civil Penalties and Expansive Recalls

43. In the United States, NHTSA opened a formal defect investigation into the PSAN

Inflators in June 2014, which led to the following orders being made against TKH:

(a) a February 25, 2015 Preservation Order and Testing Control Plan (the

“Preservation Order”) which requires, among other things, that TKH take

reasonable steps to prevent the destruction of and preserve all recalled or returned
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PSAN Inflators, ruptured inflators, and other ammonium nitrate-containing

inflators in the United States, as well as documents, data, and tangible things

reasonably anticipated to be relevant to the subject of NHTSA’s defect

investigation into PSAN inflators;

(b) a November 3, 2015 Consent Order (the “Consent Order”) whereby TKH agreed

to pay a civil penalty in the amount of $70 million payable in six (6) installments,

of which $20 million has already been paid, with the final installment due and

payable by October 2020. TKH also agreed to accept a deferred contingent civil

penalty in the amount of $130 million which will become due only if TKH fails to

comply with certain obligations; and

(c) a November 3, 2015 Coordinated Remedy Order (the “Coordinated Remedy

Order” and collectively with the Preservation Order and the Consent Order, the

“NHTSA Orders”) which established a schedule, based on relative risk of

rupture, by which certain OEMs must have sufficient parts on hand to replace

PSAN Inflators in affected vehicles.

44. NHTSA appointed an independent monitor (the “Independent Monitor”) to assist

NHTSA in overseeing and assessing Takata’s compliance with the NHTSA Orders. Takata has

been working closely with the Independent Monitor to ensure compliance with the NHTSA

Orders.

45. NHTSA commissioned three independent research organizations to administer scientific

evaluations and report on the “root cause” of the rupture of non-desiccated frontal Takata airbag

inflators containing PSAN. Based on these reports, NHTSA concluded that the likely root cause

of the rupturing of such inflators is a function of time, temperature cycling, and environmental
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moisture and that, at some point in the future, all non-desiccated frontal Takata PSAN inflators

will reach a threshold level of degradation that could result in the inflator becoming

unreasonably dangerous.

46. Accordingly, on May 4, 2016, NHTSA issued an amendment to the Consent Order

requiring Takata to file defect information reports triggering recall obligations for all non-

desiccated frontal PSAN Inflators in the United States on a defined, phased schedule broken

down by vehicle model, year, and location, concluding by December 31, 2019. As of the date

hereof, NHTSA has not initiated any recalls of desiccated PSAN Inflators relating to propellant

degradation.

47. TKH has also been working cooperatively with NHTSA, world-class technical experts,

and Customers to initiate recalls and administer replacement of affected airbag inflators to

remedy safety concerns relating to non-desiccated PSAN inflators globally.

Plea Agreement and Restitution Order

48. On January 13, 2017, TKJP announced that it had entered into the Plea Agreement with

the United States DOJ and the United States Attorney’s Office for the Eastern District of

Michigan (collectively, the “Offices”) whereby it:

(a) pleaded guilty to wire fraud in violation of 18 U.S.C. § 1343;

(b) agreed to pay a criminal fine of $25 million, which was paid on March 29, 2017;

and

(c) agreed to pay $975 million in restitution payments, as follows:
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(i) $850 million to automobile manufacturers, which amount must be paid

within five days after the closing of a sale of Takata, which must occur by

no later than February 27, 2018; and

(ii) $125 million to recompense individuals who suffered (or will suffer)

personal injury caused by the malfunction of a PSAN Inflator, which

amount was paid by Takata on or around March 29, 2017.

49. In exchange for the guilty plea of TKJP and the complete fulfillment of all obligations

under the Plea Agreement, the Offices agreed not to file additional criminal charges against

TKJP or any of its direct or indirect affiliates, subsidiaries, or joint ventures based on the conduct

underlying the guilty plea.

50. Notably, however, if TKJP fails to perform or fulfill its obligations under the Plea

Agreement, Takata may be subject to criminal prosecution and additional fines and penalties,

including criminal prosecution for conduct otherwise settled by way of the Plea Agreement.

Canadian Recalls

51. Transport Canada has indicated that it has not received any complaints from Canadians

alleging abnormal deployment of airbags supplied by Takata and is not aware of any related

incidents in Canada. Transport Canada has also stated that auto manufacturers have confirmed to

it that no abnormal deployments of airbags supplied by Takata have occurred in Canada.

52. The defect in PSAN Inflators is more likely to occur if the vehicle has been exposed to

sustained high humidity and temperatures for long periods of time. These conditions typically do

not exist in Canada. As a result, Transport Canada has indicated that it considers the risk of this
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defect to Canadians to be low. A copy of the Transport Canada webpage with respect to the

Takata recalls in Canada is attached hereto and marked as Exhibit “D”.

53. In Canada, the OEMs, not suppliers of Component Parts such as Takata, are responsible

for carrying out recalls. Recalls of vehicles in Canada based on defective PSAN Inflators began

on November 18, 2008 and have continued throughout the past several years. To date, over 5.2

million Takata airbag inflators have been subject to a recall in Canada, making it Canada’s

largest-ever automotive recall. Several driver and passenger frontal airbags are affected. As some

vehicles may require the replacement of both the driver and passenger airbag, this figure is not

the number of vehicles involved, but the number of airbags recalled.

Recall Reimbursement Claims

54. The recalls described above have resulted in mounting claims for reimbursement by the

OEMs against the Takata entities with which the OEMs contract. Pursuant to many of the

OEMs’ contracts with TKH, the OEMs are entitled to reimbursement for costs associated with

administering the recalls and installing replacement parts. As of the date the Foreign Proceedings

were commenced, the Debtors estimate such recall-related reimbursement claims against the

Debtors to be in the billions of dollars.

V. LITIGATION AGAINST THE DEBTORS

Canada

a) Canadian Class Actions

55. TKH, TKJP, and certain non-debtor subsidiaries, as well as certain OEMs, were named

defendants in 14 class actions in four Canadian provinces (British Columbia, Saskatchewan,
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Quebec, and Ontario). A chart which summarizes the Canadian Class Actions is attached hereto

and marked as Exhibit “E”.

56. The Canadian Class Actions are brought by putative representative plaintiffs who allege

that they are consumers who purchased/leased vehicles in Canada with airbags containing PSAN

Inflators that are subject to recalls. The putative representative plaintiffs assert claims for

economic losses largely based on the theory that the recall of PSAN Inflators has reduced market

value of vehicles and/or airbags containing PSAN Inflators and that they experienced losses

arising from their inability or unwillingness to use their vehicles until the inflators were replaced

and the expenses associated with such replacement. Although several of the Canadian Class

Actions allege personal injuries, there have been no known instances of inflator rupture in

Canada to date.

57. Plaintiffs’ counsel in the Canadian Class Actions have formed a national consortium. The

following is the status of the Canadian Class Actions:

(a) Four of the class actions, all of which were commenced in Ontario, were formally

dismissed by Order dated December 19, 2016;

(b) Five of the class actions are currently being held in abeyance (collectively, the

“Abeyance Actions”);

(c) Five of the class actions have been consolidated into national class actions

proceeding in Ontario (collectively, the “Continuing Actions”).

58. The Continuing Actions are being case-managed by Justice Perell of the Ontario Superior

Court of Justice and are each at the pre-certification stage. All of the Continuing Actions name

TKH and TKJP as Defendants, but each names different OEMs. The pleadings in the Continuing
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Actions are voluminous. Attached hereto as Exhibit “F” as an example of the pleadings in the

Continuing Actions are the pleadings to date in McIntosh v. Takata Corporation et al., Court File

No. CV-16-543833-00CP.

59. TKH has delivered statements of defence in each of the Continuing Actions. The

Continuing Actions have been stayed as against TKJP, on the basis that it had not attorned to the

jurisdiction of the Ontario courts and the plaintiffs wished to move the cases forward rather than

deal with the question of jurisdiction. The Continuing Actions assert an aggregate of CDN $3.5

billion in damages.

60. Joint and several liability has not been expressly pleaded in the Continuing Actions.

However, the pleadings assert liability against all named parties for the conduct in issue and

therefore appear implicitly to seek joint and several liability. The OEMs that are named

defendants in the Continuing Actions may have contractual or common law claims for

indemnification and/or contribution against the Takata entity from which they purchased the

PSAN Inflator to the extent that they are found liable in the Continuing Actions.

61. A number of the OEM defendants have asserted cross claims against TKH and TKJP in

the Continuing Actions:

(a) In Coles v. Takata Corporation et al., Court File No. CV-16-543764-0CP, the

sole OEM Defendant, Fiat-Chrysler, has crossclaimed against TKH and TKJP

(b) In Mailloux v. Takata Corporation et al., Court File No. CV-16-543763-00CP,

the sole OEM Defendant, Nissan, has crossclaimed against TKH and TKJP;
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(c) In D'Haene et al. v. Takata Corporation et al., Court File No. CV-16-543766-

00CP, BMW, Ford, GM, Mazda and Subaru have each crossclaimed against TKH

and TKJP; and

(d) In McIntosh v. Takata Corporation et al., Court File No. CV-16-543833-00CP,

the sole OEM Defendant, Toyota, has crossclaimed against TKH and TKJP.

62. With respect to the matter of Des-Rosiers et al. v. Takata Corporation et al., Court File

No. CV-16-543767-00CP, the sole OEM Defendant, Honda, has obtained the consent of TKH

and the plaintiff to deliver an Amended Statement of Defence and Crossclaim, which will name

TKH and TKJP. TKH has not yet been served with a copy of the Amended Statement of Defence

and Crossclaim.

63. TKH and/or TKJP have entered into tolling agreements in respect of cross-claims with

various OEMs.

64. Joint and several liability has been pleaded in three of the five Abeyance Actions.2

b) Canadian Personal Injury Actions

65. In addition to the Canadian Class Actions, two (2) personal injury actions have been

commenced by individual plaintiffs against TKH, or TKH, TKJP and certain non-debtor

subsidiaries. The Canadian Personal Injury Actions assert an aggregate of CDN $3.5 million in

damages. A chart which summarizes the Canadian Personal Injury Actions is attached hereto and

marked as Exhibit “G”.

2 Covill v. Takata Corporation et al., Court File No. QBG 2561/2014; Hall v. Takata Corporation et al., Court File
No. QBG 1284/2015; Vitoratos et al. v. Takata Corporation et al., Court File No. 500-06-000723-144.
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United States

66. Approximately 100 personal injury and wrongful death lawsuits relating to PSAN

Inflators are currently pending in state and federal courts within the U.S. The lawsuits allege

product liability claims, based in almost all instances on inflator ruptures, deployments with

excessive force, and failures to deploy against TKH and TKJP with some claims also being made

against certain of their Debtor and non-Debtor affiliates (collectively, the “U.S. Personal Injury

Actions”). In the aggregate, the existing U.S. Personal Injury Actions seek damages in the tens

of millions of dollars. Additionally, the Debtors estimate that there are approximately 150

additional personal injury actions that could be asserted in the future based on known incidents.

67. TKH, TKJP, and certain OEMs have also been named defendants in a putative

nationwide consumer class action (the “U.S. Economic Loss Class Action”) that asserts claims

for economic losses largely based on the theory that the recall of PSAN Inflators has reduced the

market value of those vehicles and/or airbags containing recalled PSAN Inflators.

68. On February 5, 2015, several private civil actions relating to PSAN Inflators proceeding

in federal courts in the U.S. against TKH – all class actions alleging economic losses – were

centralized in a multi-district litigation proceeding in the Southern District of Florida. In that

centralization order, the Judicial Panel on Multidistrict Litigation also recognized that the U.S.

Personal Injury Actions could be included in the MDL and many of the U.S. Personal Injury

Actions have subsequently been transferred to the MDL.

Mexican Litigation

69. A class action was also commenced in Mexico by Acciones Colectivas de Sinaloa, A.C.

(“ACS”) against, among others, TKH, TK DM, Industrias Irvin, and certain OEMs (the
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“Mexican Class Action”). ACS is a non-profit association whose purpose is to, among other

things, promote and defend the interests and rights of consumers and to commence

corresponding class actions in order to enforce the claims of such persons.

70. ACS is seeking, among other things, a declaration that the airbags produced and sold by

the defendants are defective, an order obligating the defendants to replace the defective airbags

free of charge, or order obligating the defendant to refrain from producing airbags until, in the

view of the Mexican Class Action Court, they are no longer defective, and an award of damages

to each individual member of the class for diminution in value of the vehicles and/or personal

injuries. As is the case with the U.S. Economic Loss Class Action and the Canadian Actions, the

Debtors strongly dispute the validity of these claims and any associated liability.

Potential for Future Claims

71. Prior to the commencement of the Foreign Proceedings, Takata embarked on an

expansive campaign to notify owners of vehicles with PSAN Inflators of the risk associated with

such inflators and continue to encourage owners of such vehicles to visit their local dealers to

have a replacement kit installed. The OEMs and NHTSA have independently contributed to such

noticing efforts.

72. Nevertheless, vehicles containing PSAN Inflators remain and will continue to remain on

the roads in the U.S., Canada and around the world. Additionally, the risks associated with

PSAN Inflators containing desiccant are unknown and vehicles containing such inflators may be

subject to recalls in the future. Accordingly, there is a significant risk that additional personal

injury, wrongful death, and economic loss claims will be asserted against the Debtors, other

Takata affiliates, and the OEMs arising from pre-and post-closing sale of PSAN Inflators. The
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Chapter 11 Plan proposes various mechanisms for addressing such claims as against the Debtors.

VI. PRE-PETITION RESTRUCTURING EFFORTS

73. The pre-petition sales and restructuring efforts are described in greater detail in my First

Day Declaration. As set out therein, a number of OEMs established a Customer Group to

negotiate and develop a restructuring plan with Takata (the “Customer Group”), which from the

outset identified certain guiding principles for and expectations of Takata in the process.

74. In February 2016, shortly after the formation of the Customer Group, the board of

directors of TKJP appointed an independent advisory committee consisting of five business,

legal, and financial professionals (the “Steering Committee”) to facilitate the development of a

restructuring plan for Takata through a fair and transparent process.

75. In May 2016, the Steering Committee empowered Lazard Frères & Co. LLC (“Lazard”)

to commence an expansive marketing and sale process for Takata to identify either a third-party

investor or a plan sponsor for Takata’s global assets and operations. After careful review and

analysis of the Debtors’ operations, Lazard, with the assistance of Weil, Gotshal & Manges LLP,

and PricewaterhouseCoopers LLP, as well as legal and financial advisors in Japan and Europe,

determined that, due to the strong interdependencies among and between the global regions, a

sale on a region-by-region basis would be value destructive and would not be in the best interests

of the Debtors’ estates. Accordingly, Lazard pursued the marketing and sale process on behalf of

the global enterprise to secure a plan sponsor or investor interested in keeping the global

operations intact.
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76. The prepetition marketing and sale process led by Lazard with the support of Takata’s

other advisors was comprehensive and robust, involving solicitation of interest from a diverse set

of potential strategic and financial partners that would be capable of participating in Takata’s

restructuring efforts. For those potential plan sponsors that proceeded to diligence rounds,

diligence was inclusive and thorough, including document review, discussions with Takata

employees, and site visits, in each case to the extent permitted by applicable antitrust law.

77. The entry of the Plea Agreement in January 2017 was an important milestone in the

marketing and sale process of the Takata enterprise as each of the potential sponsor candidates

had previously indicated that resolution of the DOJ’s investigation of Takata would be an

absolute prerequisite to consummation of any transaction. In addition, the Plea Agreement and

Restitution Order established both a ceiling on Takata’s criminal liability to the U.S. government

and a floor for a proposed purchase price—at least $850 million—as the proposed sponsors have

every incentive to ensure that the obligations owed by Takata under the Plea Agreement are

satisfied in full (otherwise further charges may be laid).

78. On January 27, 2017, the Steering Committee recommended to Takata’s board of

directors that it proceed with the bid submitted by the Plan Sponsor as it was the highest and best

offer submitted for Takata’s assets by a significant margin. In addition to the substantial

purchase price (which exceeded the bid submitted by the other candidate by a significant

margin), there was concern that the bid submitted by the other remaining candidate faced

substantial hurdles to secure certain regulatory approvals, which likely would result in a lengthy

and uncertain review process by various governmental entities in multiple jurisdictions, could

require significant asset dispositions in connection with the applicable antitrust approval, and

potentially would not secure the necessary approvals. Accordingly, Takata’s board of directors
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accepted the Steering Committee’s recommendation, and Takata and the Plan Sponsor continued

on to final diligence and documentation of the transaction.

79. The Customer Group, which observed and participated in the prepetition marketing and

sale process expressed collective support for the Plan Sponsor. For many reasons, including,

most importantly, the fact that no plan sponsor, whether strategic or financial, would be willing

to participate in a transaction without clear support from their primary revenue source (i.e., the

OEMs), the OEMs’ endorsement of the Plan Sponsor as their successful candidate is a strong

indication that the prepetition marketing and sale process produced the best result for Takata.

80. Based on my own participation in the prepetition marketing and sale process and my

discussions with Takata’s legal and financial advisors, I believe that the process was exhaustive

and fair and was conducted with the goal of maximizing value for the Debtors and their

stakeholders. I do not believe that a postpetition marketing and sale process would produce a

better result for the Debtors or their stakeholders.

VII. THE GLOBAL TRANSACTION

Negotiations and Conditions

81. Since selecting the Plan Sponsor as the successful bidder, Takata, the Consenting OEMs,

and the Plan Sponsor have engaged in many months of substantive, good faith and, at times,

protracted negotiations. The parties shared common goals of developing a consensual transaction

structure that will:

(a) ensure ongoing compliance with the NHTSA Orders and the Plea Agreement;

(b) comply with the insolvency laws in applicable jurisdictions;

44



30

(c) provide for the prompt emergence from insolvency proceedings; and

(d) provide quality and safe Component Parts to the OEMs, including replacement

kits.

82. The Global Transaction is the product of certain conditions imposed by the Plan Sponsor

and the Customer Group. From the outset, the Plan Sponsor clearly indicated that it would not be

willing to assume any liabilities relating to the manufacturing of PSAN Inflators, including

contingent liabilities relating to pre- or post-closing production of PSAN Inflators whether

desiccated or non-dessicated, without a full indemnity from the OEMs.

83. The OEMs, unwilling to consent to blanket indemnity obligations, but many in need of

ongoing and post-closing production of PSAN Inflators for either series production, replacement

kits, or service parts, have been engaging in robust negotiations with the Plan Sponsor on the

precise contours of their indemnification obligations and on methods to mitigate the Plan

Sponsor’s exposure and reduce the need for a full indemnity.

The PSAN Carve-Out

84. To that end, and to satisfy the ongoing production needs of the OEMs as well as the

ongoing recall obligations relating to PSAN Inflators, Takata, the OEMs, and the Plan Sponsor

developed a structure (the “PSAN Carve Out”) whereby assets dedicated to the manufacture of

PSAN Inflators (the “PSAN Excluded Assets” and together with the other excluded assets, the

“Excluded Assets”) will remain with or be transferred to TKH and certain of its subsidiaries

upon TKH’s emergence from the Chapter 11 Proceedings (“Reorganized Takata”) to produce

PSAN propellant and PSAN Inflators.
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85. Reorganized Takata will own and operate the PSAN Excluded Assets until such time as

(i) the production of PSAN Inflators is no longer necessary under the terms of the NHTSA

Orders or any other order by authorities relating to recall, to the extent applicable, and (ii) the

earlier of (a) five years after the effective date of the Chapter 11 Plan and (b) such time as

production of PSAN Inflators is no longer necessary to comply with the terms of the Debtors’

contracts with the Consenting OEMs. The primary purpose of Reorganized Takata is to ensure

the continued production of PSAN Inflators to those Customers who need such inflators,

including to fulfill recalls.

Overview of the Global Transaction

86. It is anticipated that the Global Transaction will provide for the sale of substantially all of

Takata’s assets to the Plan Sponsor, other than the Excluded Assets, through coordinated U.S.

and Japanese insolvency proceedings and a number of complementary and interdependent

agreements.

87. The Global Transaction provides for, among other things, the following:

(a) The sale of substantially all of Takata’s assets (other than the Excluded Assets) to

the Plan Sponsor for $1.588 billion, subject to certain adjustments (the “Purchase

Price”);

(b) Payment from the Purchase Price proceeds of the remaining $850 million owing

under the terms of the Plea Agreement;

(c) The establishment of certain funds to provide distributions to the holders of

allowed general unsecured claims, including personal injury and wrongful death

claims;
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(d) In exchange for the Plan Sponsor’s participation in the Global Transaction and the

post-closing production of PSAN Inflators by Reorganized Takata for the benefit

of certain Consenting OEMs, the execution of certain separate agreements with

the Plan Sponsor and the Consenting OEMs, to indemnify the Plan Sponsor for,

among other things, certain claims relating to Takata’s and Reorganized Takata’s

manufacture and/or sale of the PSAN Inflators;

(e) Accommodation agreements between the Consenting OEMs and Takata to

provide Takata with certain accommodation and liquidity support in the U.S.,

Japan, and Europe through the insolvency proceedings including accelerated

payments, set-off waivers, resourcing limitations, and inventory purchase

commitments; and

(f) The continued employment of substantially all of Takata’s employees, either with

Reorganized Takata in connection with Reorganized Takata’s post-closing PSAN

Inflator production or with the Plan Sponsor following consummation of the

Global Transaction.

88. The sale of the Chapter 11 Debtors’ assets will be consummated pursuant to a plan of

reorganization in the Chapter 11 Proceedings. The sale of the Japanese Debtors’ assets will be

consummated in the Japanese Foreign Proceedings pursuant to a business transfer implemented

pursuant to sections 42 and 43 of the Civil Rehabilitation Code followed by a liquidating plan in

accordance with the Civil Rehabilitation Act.

89. The remainder of Takata’s assets will be sold or transferred by way of asset or equity

sales outside of a formal insolvency proceeding.
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Treatment of Creditors

90. With respect to distribution to the Chapter 11 Debtors’ prepetition creditors, the Chapter

11 Plan will provide for the treatment of all prepetition claims against the respective Chapter 11

Debtors through the establishment and funding of certain recovery funds at each of the Chapter

11 Debtor entities for the benefit of their respective claims.

91. The sale proceeds allocated to each Debtor will be available for distribution to the

recovery funds on a pro rata basis after satisfaction of closing expenses, negative purchase price

adjustments, payment of the NHTSA fine, payment of any administrative or priority claims,

including payment of the OEMs’ adequate protection claims, as well as after setting aside funds

for various post-closing reserves for the capitalization of Reorganized Takata and the wind-down

and administration of the Chapter 11 Debtors’ estates, including claims resolution, in each case,

as applicable.

92. The Debtors intend to treat potential creditors in Canada in the same manner as similarly

situated creditors in the U.S. No separate claims process will be conducted in Canada.

VIII. RECOGNITION OF THE FOREIGN MAIN PROCEEDINGS AND COMI

93. The U.S. Foreign Representative seeks recognition of the Chapter 11 Proceedings as a

“foreign main proceeding” pursuant to Part IV of the CCAA.

94. I am advised by Matthew Goren at Weil, Gotshal & Manges LLP that the Chapter 11

Proceedings are judicial proceedings that deal with creditors’ collective interests generally under

a law relating to bankruptcy or insolvency in which the Chapter 11 Debtors’ business and

financial affairs are subject to control or supervision by the respective courts for the purpose of

reorganization.
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95. The Chapter 11 Debtors are each facing an impending liquidity crisis due to

insurmountable claims and liabilities arising out of or relating to the recalls of PSAN Inflators

and vendor contraction that has occurred after publicity relating to a potential insolvency filing.

While Takata does not have a chief place of business or head office in Canada, it has assets in

Ontario in the form of retainers with professionals, including its counsel, McCarthy Tétrault

LLP.

COMI of Chapter 11 Debtors is the United States

96. Takata’s operations in the Americas, including the business and operations of the twelve

Chapter 11 Debtors, are headquartered at 2500 Takata Drive, Auburn Hills, Michigan, U.S.A.,

48326 (the “U.S. Head Office”). Eight of the Chapter 11 Debtors are incorporated pursuant to

the laws of the United States. Four of the Chapter 11 Debtors are incorporated pursuant to the

laws of Mexico. However, all strategic, management, operational, marketing and communication

decisions regarding Takata’s operations in the Americas are made by the management team at

the U.S. Head Office.

97. Each of the other Chapter 11 Debtors is a direct or indirect subsidiary of Takata Americas

and TK Holdings Inc., which each have their the U.S. Head Office as their registered head office.

Takata’s Mexican operations rely heavily on the centralized operational and cash management

structure implemented out of the U.S. Head Office.

98. In the ordinary course of business, the Chapter 11 Debtors maintain business

relationships between and among the Chapter 11 Debtors and certain non-debtor affiliates that

generate intercompany receivables and payables from a variety of transactions, including

intercompany services, reimbursement for shared business expenses, and intercompany loans.

49



35

This includes transactions between an among the Chapter 11 Debtors and U.S. affiliates;

transactions between TKH and its indirect Mexican subsidiaries (including the other Chapter 11

Debtors); and transactions between the Chapter 11 Debtors and their international affiliates.

99. As noted above, the Chapter 11 Debtors have no operations or assets (other than their

retainers with professionals, including counsel) in Canada.

100. With respect to the requirements of section 46 of the CCAA, I understand that a

supplementary affidavit will be filed containing:

(a) A certified copy of the Verified Petition that commenced the Chapter 11

Proceedings; and

(b) A certified copy of the Order of the U.S. Court appointing the U.S. Foreign

Representative as the foreign representative on behalf of the estates of the Chapter

11 Debtors and authorizing it to seek recognition of the Chapter 11 Proceedings in

Canada; and

101. I am not aware of any other foreign proceedings in respect of the Debtors other than the

Chapter 11 Proceedings, in respect of the Chapter 11 Debtors, and Japanese Proceedings, in

respect of the Japanese Debtors.

IX. OVERVIEW OF ORDERS

102. On June 25, 2017 the Chapter 11 Proceedings were commenced with respect to the

Chapter 11 Debtors. The Chapter 11 Debtors filed motions seeking the following Orders, which

motions are presently returnable June 27, 2017:

(a) Order Directing Joint Administration of Chapter 11 Cases;
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(b) Order Appointing Prime Clerk LLC as Claims and Noticing Agent;

(c) Interim and Final Orders (i) Authorizing Debtors to Enter into Accommodation

Agreement with Certain Customers, (ii) Granting Adequate Protection to Certain

Consenting OEMs in Connection Therewith, (iii) Modifying the Automatic Stay

to Implement and Effectuate the Terms of the Interim Order, and (vi) Scheduling

a Final Hearing;

(d) Interim and Final Orders (I) Authorizing Debtors to (A) Continue Their Existing

Cash Management System, (B) Honor Certain Prepetition Obligations Related to

the Use Thereof, (C) Provide Certain Postpetition Claims Administrative Expense

Priority, (D) Continue Intercompany Funding of Certain Non-Debtors, and (E)

Maintain Existing Bank Accounts and Business Forms; and (II) Extending Time

to Comply with Requirements of 11 U.S.C. § 345(b);

(e) Order for Interim and Final Authority to (I) Pay Prepetition Wages, Salaries, and

Other Compensation and Benefits, and (II) Maintain Employee Benefit Programs

and Pay Related Administrative Obligations;

(f) Order for Interim and Final Authority to Pay Prepetition Obligations Owed to

Certain Critical Vendors;

(g) Interim and Final Orders Authorizing the Debtors to (I) Pay Prepetition

Obligations Owed to Certain Foreign Vendors and Lien Claimants and (II) Grant

Administrative Status for Certain Goods Delivered to Debtors Postpetition;

(h) Order for Interim and Final Authority to (I) Continue Tooling and Warranty

Programs in the Ordinary Course of Business and Pay Prepetition Obligations
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Related Thereto, and (II) Authorize Banks to Honor and Process Related Checks

and Transfers;

(i) Order for Interim and Final Authority to Continue Insurance Programs and Pay

All Obligations With Respect Thereto;

(j) Order for Interim and Final Authority to (I) Pay Certain Prepetition Taxes and

Assessments, and (II) Authorize Banks to Honor and Process Related Checks and

Transfers;

(k) Interim and Final Orders (I) Approving Debtors’ Proposed form of Adequate

Assurance of Payment to Utility Companies, (II) Establishing Procedures for

Resolving Objections by Utility Companies, and (III) Prohibiting Utility

Companies from Altering, Refusing, or Discontinuing Service;

(l) Order Enforcing the Protections of 11 U.S.C. §§ 362, 365, 525, and 541(c);

(m) Order Authorizing TK Holdings, Inc. to Act as Foreign Representative on Behalf

of the Debtors’ Estates; and

(n) Order Implementing Certain Notice Procedures and Approving the Form and

Manner of Notice of Commencement.

103. I understand that a supplemental affidavit will be filed with the above orders that are

granted by the U.S. Court on June 27, 2017 (the “U.S. First Day Orders”), once those are

issued.

104. The U.S. First Day Orders and recognition of them in Canada are appropriate and

necessary for the protection of the Chapter 11 Debtors’ property, in particular to provide for the

implementation of the Global Transaction described herein and in my First Day Declaration.
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X. INFORMATION OFFICER

105. The Debtors seek the appointment of FTI Consulting Canada Inc. (“FTI”) as an

information officer in these recognition proceedings. I understand that FTI has consented to this

appointment and will be filing a consent with the Canadian Court.

106. While the Debtors are moving forward expeditiously with the Global Transaction with

the goal of a relatively quick and successful emergence of Takata’s business from the

restructuring process, given that the Debtors do not have business or operations or personnel in

Canada, the Debtors have proposed an information officer.

107. The goal of the information officer is to assist in keeping the Canadian Court apprised of

the status of the Foreign Proceedings and assist potential Canadian creditors, including claimants

in the Canadian Actions, by providing information and responding to inquiries to the extent

required.

XI. NOTICE

108. The Recognition Orders provide that a notice (the “Notice of Recognition Proceeding”)

is to be published once a week for two consecutive weeks in The Globe and Mail (National

Edition) and National Post. I am advised by Heather Meredith of McCarthy Tétrault LLP that

this is consistent with the notice requirements set out in section 53(b) of the CCAA.

109. In addition, the Recognition Orders provide that (a) a copy of the Notice of Recognition

Proceeding and the order shall be provided to the proposed representative plaintiffs in the

Canadian Class Actions and the plaintiffs in the Canadian Personal Action by sending a copy to

counsel of record; and (b) the Information Officer shall establish a case website on which it will

post all orders of the Canadian Court and reports of the Information Officer, among other things.
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Schedule “A” – Chapter 11 Debtors

1. TK Holdings Inc.

2. Takata Americas

3. TK Finance, LLC

4. TK China, LLC

5. TK Mexico Inc.

6. TK Mexico LLC

7. Interiors in Flight, Inc.

8. Takata Protection Systems Inc.

9. TK Holdings de Mexico S. de R.L. de C.V.

10. Industrias Irvin de Mexico, S.A. de C.V.

11. Takata de Mexico, S.A. de C.V.

12. Strosshe-Mex, S. de R.L. de C.V.
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UNITED STATES BANKRUPTCY COURT 
DISTRICT OF DELAWARE 

------------------------------------------------------x 
 : 

In re : Chapter 11 
 :  

TK HOLDINGS INC., et al.,   : Case No. 17-11375 (___) 
  :  

Debtors.1 : Joint Administration Requested 
 : 

------------------------------------------------------x 

DECLARATION OF SCOTT E. CAUDILL IN SUPPORT OF 
DEBTORS’ CHAPTER 11 PETITIONS AND FIRST DAY RELIEF 

I, Scott E. Caudill, pursuant to section 1746 of title 28 of the United States Code, 

hereby declare that the following is true to the best of my knowledge, information, and belief: 

1. I am the Executive Vice President and Chief Operating Officer for TK 

Holdings Inc. (“TKH”) and have served in these capacities since being appointed to them in July, 

2003 and January, 2016, respectively.  Prior to that, while employed by TKH, I oversaw global 

seat belt production for Takata Corporation (“TKJP” and collectively with TKH and all of 

TKJP’s direct and indirect subsidiaries, “Takata” or the “Company”) and many of its direct and 

indirect subsidiaries, managing operations at twenty-six (26) plants in fourteen (14) countries.  I 

have also served in various other capacities relating to production quality and engineering since 

joining Takata in February, 1994.  Prior to joining Takata, I served as an Engineering 

Coordinator for Honda of America Manufacturing.  I have over twenty-seven (27) years of 

experience in the automotive and manufacturing industries.   

                                                 
1 The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification 
number, as applicable, are:  Takata Americas (9766); TK Finance, LLC (2753); TK China, LLC (1312); TK 
Holdings Inc. (3416); Takata Protection Systems Inc. (3881); Interiors in Flight Inc. (4046); TK Mexico Inc. (8331); 
TK Mexico LLC (9029); TK Holdings de Mexico, S. de R.L. de C.V. (N/A); Industrias Irvin de Mexico, S.A. de 
C.V. (N/A); Takata de Mexico, S.A. de C.V. (N/A); and Strosshe-Mex, S. de R.L. de C.V. (N/A).  Except as 
otherwise set forth herein, the Debtors’ international affiliates and subsidiaries are not debtors in these chapter 11 
cases.  The location of the Debtors’ corporate headquarters is 2500 Takata Drive, Auburn Hills, Michigan 48326. 
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2. Takata Americas (“Takata Americas”), TKH, and each of the other 

above-captioned debtors, as debtors in possession (collectively, the “Debtors”), are all direct or 

indirect subsidiaries of TKJP, a global manufacturer of automotive safety components, which is 

duly organized as a corporation under the laws of Japan.  Contemporaneously herewith, TKJP 

and two of its Japanese subsidiaries, Takata Kyushi K.K. and Takata Service Corporation 

(collectively with TKJP, the “Japanese Debtors”), commenced civil rehabilitation proceedings 

under the Civil Rehabilitation Act of Japan (the “Japanese Proceedings” and together with these 

Chapter 11 Cases, the “Insolvency Proceedings”) in the 20th Department of the Civil Division of 

the Tokyo District Court (the “Tokyo Court”).   

3. In addition to the commencement of these chapter 11 cases (the “Chapter 

11 Cases”), the Debtors intend to seek recognition of the Chapter 11 Cases in Canada as foreign 

main proceedings under Part IV of the Companies’ Creditors Arrangement Act, R.S.C. 1985, 

c.C-36, as amended.  

4. I submit this declaration (the “Declaration”) to assist the Court and other 

parties in interest in understanding the extraordinary circumstances and events that compelled the 

commencement of the Chapter 11 Cases and the Japanese Proceedings and in support of the 

Debtors’ voluntary petitions for relief under chapter 11 of title 11 of the United States Code (the 

“Bankruptcy Code”).  I am generally familiar with the Debtors’ day-to-day operations, books 

and records, and business and financial affairs.  Except as otherwise indicated herein, the facts 

set forth in this Declaration are based upon my personal knowledge, my review of relevant 

documents, my discussion with other members of the Debtors’ senior management, information 

provided to me by employees working under my supervision, or my opinion based upon 

experience, knowledge, and information concerning the operations of Takata and the Debtors, 
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and the automotive industry.  If called upon to testify, I would testify competently to the facts set 

forth in this Declaration.  I am authorized to submit this Declaration on behalf of the Debtors. 

5. To minimize the adverse effects on their businesses, the Debtors have filed 

motions and pleadings on the date hereof (the “Petition Date”) seeking various types of “first-

day” relief (collectively, the “First-Day Motions”).  The First-Day Motions seek relief intended 

to preserve the value of the Debtors and maintain continuity of the Debtors’ operations—which, 

as set forth below, is of the utmost importance in these Chapter 11 Cases in light of the 

unprecedented recalls involving certain of the Debtors’ airbag inflators, the need to ensure a 

stable and continuous supply of replacement parts to the Debtors’ original equipment 

manufacturer customers (the “OEMs” or the “Customers”), and the need to preserve the 

diminishing value of the Debtors’ estates until the sale of substantially all of their assets.  The 

First-Day Motions seek to accomplish these goals by, among other things, (i) preserving the 

Debtors’ relationships with their Customers, vendors, suppliers, and employees, many of which 

are located in jurisdictions outside the United States (the “U.S.”); (ii) ensuring continued 

employee morale; (iii) providing adequate liquidity and preserving the Debtors’ cash 

management systems; and (iv) establishing certain administrative procedures to facilitate an 

orderly transition into, and uninterrupted operations throughout, these Chapter 11 Cases.  I am 

familiar with the contents of each First-Day Motion and believe that the relief sought therein is 

necessary to enable the Debtors to operate in chapter 11 with minimal disruption or loss of 

productivity and critical to achieving a successful outcome for these Chapter 11 Cases, including 

a quick and efficient sale of substantially all of the Debtors’ assets and operations as described in 

more detail below.  The facts set forth in each First-Day Motion are incorporated herein by 

reference. 
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6. This Declaration is organized into five (5) sections.  Section I is an 

overview of the Debtors, the circumstances leading up to the filing of these Chapter 11 Cases, 

and the proposed Global Transaction (as defined herein).  Section II provides background 

information on Takata’s businesses and operations.  Section III offers information on the 

Debtors’ prepetition ownership and capital structure.  Section IV describes the events leading to 

the filing of these Chapter 11 Cases and the Japanese Proceedings, including the Debtors’ 

extensive prepetition marketing and sale process.  Section V summarizes the relief requested in, 

and the legal and factual basis supporting, the First-Day Motions. 

I. 
 

Overview 

7. For well over fifty (50) years, Takata has been a pioneer in the 

development and production of high quality safety systems; saving the lives of tens of thousands 

of drivers and passengers with cutting-edge and innovative safety products and maintaining 

strong relationships with their Customers.  Takata’s products have saved countless lives.  Indeed, 

over the past thirty (30) years, Takata’s airbags have deployed safely in more than two million 

(2,000,000) automobile accidents around the world.  Recently, however, despite this long history 

of leadership and excellence in the active and passive automotive safety market, Takata has 

experienced financial distress due to issues relating to certain of its products.  Specifically, 

certain airbag inflators2 containing phase-stabilized ammonium nitrate (the “PSAN Inflators”) 

manufactured by Takata have ruptured during deployment.  The rupture of these PSAN Inflators 

prompted Takata, the National Highway Traffic Safety Administration (“NHTSA”), and several 

major OEMs to take actions to initiate wide-ranging recalls of vehicles in the U.S. and overseas.  

                                                 
2 An airbag inflator is a component part of an airbag that contains pyrotechnic propellants, stored high pressure 
gases, or a combination of the two which, when ignited, rapidly releases gases to inflate the airbags.   
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What began as a limited set of focused recalls affecting a small number of vehicle makes and 

models has expanded to become the largest automotive recall campaign in U.S. history.  As of 

the date hereof, over sixty million (60,000,000) PSAN Inflators in the U.S. and more than sixty-

four million (64,000,000) PSAN Inflators outside of the U.S., in each case, without desiccant,3 

have been recalled or will be subject to recalls based on announced schedules.  By December 31, 

2019, all vehicles in the U.S. containing non-desiccated PSAN Inflators will be affected by 

NHTSA’s recalls.4   

8. Despite the many complexities, risks, and challenges that have resulted 

from such an unprecedented and highly publicized product recall, the Debtors are close to 

finalizing the terms of a global sale transaction with a potential purchaser—and with the support 

of a significant majority of their Customers—that will pave a path for a relatively quick and 

successful emergence of the Company’s business from restructuring.  Specifically, after many 

months of negotiations, Takata (including the Debtors) is on the verge of executing a transaction 

with Key Safety Systems, Inc. (the “Plan Sponsor”) for the sale of substantially all of Takata’s 

global operations, which is expected to have the support of Customers that, in the aggregate, 

purchased approximately ninety percent (90%) of PSAN Inflators sold by Takata as of March, 

2017 and hold a substantial majority of the total unsecured claims against the Debtors’ estates 

(the “Consenting OEMs”).  The Debtors, the Plan Sponsor, and the Consenting OEMs have 

                                                 
3 Desiccant is a chemical drying agent that has been proven to absorb moisture and mitigate the risk of rupture.  
PSAN Inflators that do contain desiccant are referred to herein as “desiccated PSAN Inflators” and those that do not 
are referred to herein as “non-desiccated PSAN Inflators.” 

4 In or around February, 2005, the Debtors began incorporating desiccant into their PSAN Inflators to mitigate 
degradation and the risk of rupture.  As of the date hereof, there have been no recalls of desiccated PSAN Inflators 
relating to propellant degradation.  Under the Consent Order (as defined herein), TKH has until December 31, 2019 
to make a showing to NHTSA regarding the safety and/or service life of desiccated PSAN Inflators.  Absent such a 
showing, NHTSA has reserved the right to expand the recalls to include desiccated PSAN Inflators. 
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agreed in principle to the sale of the Debtors’ assets to the Plan Sponsor, which will be 

consummated pursuant to a chapter 11 plan (the “Chapter 11 Plan”).   

9. In light of impending liquidity risks and to ensure ongoing stable supply to 

their Customers, the Debtors commenced these Chapter 11 Cases before the Global Transaction 

Documents (as defined herein) were finalized; however, negotiations regarding the Global 

Transaction and the final documentation of the terms thereof are nearly complete.  Accordingly, 

the Debtors anticipate filing a Stock and Asset Purchase Agreement for TK Americas, TKH, 

Takata Holdings de Mexico, S. de R.L. de C.V. (“TK Holdings de Mexico”), TK Mexico LLC, 

Industrias Irvin de Mexico, S.A. de C.V. (“Industrias Irvin”), Takata de Mexico, S.A. de C.V. 

(“TK DM”), and Strosshe-Mex de R.L. de C.V. (“SMX” and with respect to the Stock and Asset 

Purchase Agreement, the “U.S. SAPA”) and the Chapter 11 Plan, as well as a restructuring 

support agreement with the Plan Sponsor, the Debtors, and the Consenting OEMs, within the 

next few weeks.  Indeed, as described below, the Global Accommodation Agreement (as defined 

herein), which the parties have agreed to in principle, will ensure that the Debtors have sufficient 

liquidity to operate during these Chapter 11 Cases and will establish certain milestones with 

respect to these Chapter 11 Cases.    

10. As described in the following paragraphs, the commencement of these 

Chapter 11 Cases comes after several years of diligent efforts by Takata to manage the recalls 

and ensure the safety of the end-users of those Takata airbags containing PSAN Inflators.  For 

the past several years, in response to the recalls and to promote the safety of drivers and 

passengers, the Debtors have dedicated substantial resources to the manufacture, assembly, and 

shipment of replacement parts (generally in the form of “replacement kits”) to their Customers to 

be installed in vehicles subject to a recall at the vehicle owner’s local dealership.  To date, the 
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Debtors and their affiliates have produced over sixty-three million (63,000,000) replacement kits 

for their Customers and anticipate that the Customers will require millions of additional 

replacement kits in the years ahead.5  In addition, TKH has implemented significant internal 

remedial oversight and compliance measures, including, among other measures, retaining the 

Independent Monitor (as defined herein); appointing a Chief Safety Assurance and 

Accountability Officer; and establishing (i) processes for TKH employees to report concerns to 

management, (ii) an enhanced product safety group with authority to investigate and address 

preemptively safety-related issues across TKH’s product lines, and (iii) an independent quality 

assurance panel with a broad mandate to review TKH’s practices and policies. 

11. Although substantial work has been done, and continues to be done, to 

implement and complete the unprecedented recalls of non-desiccated PSAN Inflators, Takata, 

including the Debtors, nevertheless faces insurmountable claims and liabilities arising out of or 

relating to the recalls.  Indeed, the recall-related indemnification and warranty liabilities that the 

Debtors owe to their Customers alone are in the billions of dollars and, based on the results of 

the marketing and sale process, exceed the enterprise value of the Debtors and their affiliates.  

These obligations are in addition to the up to $200 million civil penalty owed by TKH to 

NHTSA in connection with the recalls, which consists of $70 million in non-contingent penalties 

($50 million of which remains due and outstanding as of the date hereof) and $130 million in 

penalties that are deferred and held in abeyance pending TKH’s compliance with certain 

provisions of the Consent Order (as defined herein).  TKH is also preserving and will eventually 

manage the disposal of millions of recalled inflators under the Preservation Order (as defined 

herein) and any amendments thereto.  In addition, TKH, TKJP, and certain of their Debtor and 

                                                 
5 Certain of the replacement kits contain inflators manufactured by other automobile manufacturing companies that 
are shipped to the Company to be incorporated into a Company-shipped replacement kit.  
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non-Debtor affiliates are also subject to significant ongoing and potential future litigation claims 

relating to airbags containing non-desiccated PSAN Inflators, including, without limitation, 

personal injury and wrongful death claims, economic loss class action claims, and deceptive 

trade practice claims brought by various state governmental agencies.   

12. As noted above, after a more than two-year criminal investigation of 

Takata, on January 13, 2017, TKJP, the Department of Justice, Criminal Division, Fraud Section 

(the “DOJ”), and the U.S. Attorney’s Office for the Eastern District of Michigan (together with 

the DOJ, the “Offices”) announced and submitted to the United States District Court for the 

Eastern District of Michigan (the “District Court”) a plea agreement pursuant to Rule 

11(c)(1)(C) of the Federal Rules of Criminal Procedure (the “Plea Agreement”).  Pursuant to the 

Plea Agreement, TKJP pleaded guilty to one (1) count of wire fraud and agreed to pay a $25 

million criminal fine to the Offices, as well as $975 million in restitution payments to certain 

victims (the “Restitution Payments” and the funds established to administer such payments, the 

“Restitution Funds”) to be administered by a special master appointed by the District Court (the 

“Special Master”).6  On February 27, 2017, the District Court approved the Plea Agreement and 

entered a restitution order (the “Restitution Order”) indicating, among other things, that the 

District Court would appoint the Special Master.  The Plea Agreement permits TKJP to seek 

reimbursement and/or contribution from its affiliates and subsidiaries, including the Debtors, for 

the Restitution Payments.   

13. Although the approval of the Plea Agreement and entry of the Restitution 

Order marked a pivotal milestone in Takata’s restructuring process by fixing Takata’s exposure 

                                                 
6 As described in further detail below, in accordance with the Plea Agreement, the $25 million criminal fine and 
$125 million of the Restitution Payments were each paid prior to the Petition Date.  The outstanding $850 million in 
Restitution Payments is due by no later than five (5) days after the closing of any sale, merger, acquisition, or 
combination involving a transfer of control of TKJP, which must occur by no later than February 27, 2018. 
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to the U.S. government for criminal liabilities, the fines and penalties imposed thereunder are 

significant and must be satisfied in full for Takata to have any hope of continuing its operations 

going forward.  If the remaining $850 million in Restitution Payments are not satisfied in full by 

TKJP and/or its affiliates by March 4, 2018, the DOJ retains the right to withdraw the Plea 

Agreement and pursue criminal charges and penalties above and beyond those that were settled 

under the Plea Agreement against all Takata entities, including TKH. 

14. In early 2016, as liabilities were continuing to mount against Takata, it 

became clear to Takata and a significant number of its Customers that absent a substantial 

injection of capital or a sale of Takata’s assets to a third party, Takata, including the Debtors, 

would be forced into a liquidation, which would result in thousands of employees being out of 

work, yield limited to no recoveries for creditors, and jeopardize ongoing efforts to get non-

desiccated PSAN Inflators safely off the road.  In addition, a liquidation of Takata would put the 

stable and continuous supply to the OEMs of component parts, service parts, and assembled 

goods (the “Component Parts”), including replacement parts for vehicles subject to recall, at 

significant risk.    

15. Accordingly, in February 2016, TKJP’s board of directors appointed an 

independent advisory committee consisting of five (5) business, legal, and financial professionals 

(the “Steering Committee”) to facilitate, formulate, and negotiate the development of a 

restructuring plan for Takata through a fair and transparent process.  At around the same time, a 

number of OEMs that, in the aggregate purchased approximately ninety percent (90%) of PSAN 

Inflators sold by Takata as of March, 2017, formed an informal group to negotiate and develop a 

restructuring plan with Takata (the “Customer Group”).7   

                                                 
7 As of the date hereof, the Consenting OEMs are comprised solely of the members of the Customer Group.  The 
members of the Customer Group include representation from the following OEMs:  BMW, Daimler, Fiat Chrysler 
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16. Shortly after the appointment of the Steering Committee, Takata, with the 

assistance of its professionals at Lazard Frères & Co. LLC (“Lazard”), Weil, Gotshal & Manges 

LLP (“Weil”), and PricewaterhouseCoopers LLP (“PwC”), as well as legal and financial advisors 

in Japan and Europe, launched a thorough and exhaustive prepetition marketing and sale process 

with an aim to select a sponsor or purchaser and develop a global restructuring strategy.  

Crucially, proceeds of the transaction had to be sufficient to satisfy the remaining $850 million in 

Restitution Payments or the DOJ could withdraw the Plea Agreement—a risk no purchaser or 

third-party investor would be willing to absorb.  During the marketing and sale process and the 

many months of negotiations leading up to the commencement of these Chapter 11 Cases, the 

Steering Committee and the Customer Group, which represent by a wide margin the Debtors’ 

largest creditor group, were intimately involved and the Customer Group remains a key 

participant in the development of the proposed Global Transaction.   

17. After nearly one (1) year of intensive marketing, diligence, and 

negotiations between and among Takata and the Steering Committee, potential sponsors, and the 

Customer Group, the marketing and sale process ultimately culminated in the selection of the 

Plan Sponsor for the sale of substantially all of Takata’s worldwide assets (the “Global 

Transaction” and the agreements, documents, and instruments executed and delivered in 

connection with the Global Transaction, as hereafter amended, supplemented, or otherwise 

modified, the “Global Transaction Documents”).  As described in further detail below, the 

Global Transaction is expected to provide for the sale of substantially all of Takata’s assets to the 

Plan Sponsor, other than certain excluded assets, which are primarily those assets dedicated to 

the manufacture of PSAN Inflators (collectively, the “PSAN Excluded Assets” and together with 

                                                                                                                                                             
Automobiles, Ford, General Motors, Honda, Jaguar Land Rover, Mazda, Mitsubishi, Nissan, Subaru, Toyota, 
Volkswagen, and AB Volvo.   
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certain other excluded assets, the “Excluded Assets”), through coordinated U.S. and Japanese 

insolvency proceedings and pursuant to a number of complimentary and interdependent 

agreements.  The sale of the Debtors’ assets will be consummated pursuant to the Chapter 11 

Plan and the sale of the Japanese Debtors’ assets will be consummated pursuant to a business 

transfer implemented pursuant to sections 42 and 43 of the Civil Rehabilitation Code (the “JP 

Business Transfer”) followed by a liquidating plan in accordance with the Civil Rehabilitation 

Act (the “JP Plan”).  The remainder of Takata’s assets will be sold or transferred by way of 

asset or equity sales outside of a formal insolvency proceeding.   

18. As set forth in more detail below, it is anticipated that the PSAN Excluded 

Assets will be carved out of the sale and remain with, or be transferred to, as applicable, TKH 

and certain of its subsidiaries upon TKH’s emergence from chapter 11 (TKH, as reorganized, 

“Reorganized TK Holdings” and, collectively with its subsidiaries, “Reorganized Takata” and 

with respect to the carve out structure, the “PSAN Carve Out”).  Reorganized Takata will own 

and operate the PSAN Excluded Assets until the later of (i) such time as production of PSAN 

Inflators is no longer necessary under the terms of the NHTSA Orders (as defined herein) or any 

other order by authorities relating to recall, to the extent applicable, and (ii) the earlier of five (5) 

years after the effective date of the Chapter 11 Plan and such time as production of PSAN 

Inflators is necessary to comply with the terms of the Debtors’ contracts with the Consenting 

OEMs.  The primary purpose of Reorganized Takata will be to ensure the continued production 

of PSAN Inflators to those Customers that need such inflators, including to fulfill recalls. 
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19. More specifically, the Global Transaction is expected to provide for, 

among other things, the following:   

a. The sale of substantially all of Takata’s assets (other than the Excluded Assets) to 
the Plan Sponsor for $1.588 billion, subject to certain adjustments (the “Purchase 
Price”); 

b. Payment from the Purchase Price proceeds of the remaining $850 million in 
Restitution Payments as required under the terms of the Plea Agreement and 
Restitution Order; 

c. The establishment of certain funds to provide distributions to the holders of 
allowed general unsecured claims, including personal injury and wrongful death 
claims;  

d. In exchange for the Plan Sponsor’s participation in the Global Transaction and the 
post-closing production of PSAN Inflators by Reorganized Takata for the benefit 
of certain Consenting OEMs, the execution of certain separate agreements with 
the Plan Sponsor and the Consenting OEMs, to indemnify the Plan Sponsor for, 
among other things, certain claims relating to the manufacture and/or sale of the 
PSAN Inflators; and 

e. The continued employment of substantially all of Takata’s employees, including 
over 14,500 employees of the Debtors, either with Reorganized Takata in 
connection with Reorganized Takata’s post-closing PSAN Inflator production or 
with the Plan Sponsor following consummation of the Global Transaction.   

20. Despite being on the verge of finalizing the Global Transaction 

Documents, the Debtors determined that the Company’s liquidity position was not sustainable in 

light of vendor reaction to news of pending bankruptcy filings and that filing without a fully 

executed deal, and continuing to negotiate and finalize the Global Transaction Documents post-

filing, was in the best interests of their stakeholders.  The commencement of the Chapter 11 

Cases gives the Debtors a much needed breathing spell—one of the fundamental tenets of 

chapter 11—and will allow the Debtors to finalize the Global Transaction Documents while also 

preserving global liquidity and ensuring the ongoing manufacture and supply of Component 

Parts, including replacement parts, to the OEMs.   
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21. Notwithstanding the fact that the Global Transaction Documents are 

unsigned, the Consenting OEMs have an agreement in principle to provide critical 

accommodations to Takata, including, with respect to the Debtors, accelerated payments, setoff 

waivers, resourcing limitations, and inventory purchase commitments, to ensure that the Debtors 

have sufficient liquidity to operate during these Chapter 11 Cases.8  The Consenting OEMs 

agreed to provide such liquidity as a bridge to the closing of the Global Transaction and 

consummation of the Chapter 11 Plan.  To ensure continued momentum in that direction, the 

Global Accommodation Agreement establishes certain milestones with respect to finalizing and 

filing the remaining Global Transaction Documents, including a requirement that the Debtors, 

the Plan Sponsor, and the Consenting OEMs substantially finalize a restructuring support 

agreement, which will include the Chapter 11 Plan as an exhibit by no later than July 17, 2017.   

22. With the benefit of the breathing spell afforded by these Chapter 11 Cases, 

the Debtors expect they will progress expeditiously towards finalizing the terms of the Global 

Transaction in a manner that is fair, equitable, and in the best interests of the Debtors’ estates and 

the safety of the driving public.  To facilitate the foregoing, the Debtors respectfully request that 

the Court approve the relief requested in the First-Day Motions and allow the Debtors to 

progress expeditiously towards confirmation of the Chapter 11 Plan and consummation of the 

proposed Global Transaction. 

                                                 
8 The terms of the accommodations and liquidity support being provided by the Consenting OEMs for the Debtors 
and their affiliates (other than the Japanese Debtors) are set forth in that certain accommodation agreement, filed 
contemporaneously herewith (the “Global Accommodation Agreement”).  The Global Accommodation Agreement 
is contemplated to also set forth those accommodations being provided in Europe and the rest of the world (other 
than Japan).  Pursuant to the terms thereof, the parties have until July 7, 2017 to become party to the Global 
Accommodation Agreement.  Certain of the Consenting OEMs have separately entered into an accommodation 
agreement with the Japanese Debtors to provide them with liquidity support and other accommodation during the 
Japanese Proceedings (the “Japan Accommodation Agreement” and, together with the Global Accommodation 
Agreement, the “Accommodation Agreements”).   

Case 17-11375    Doc 19    Filed 06/26/17    Page 13 of 111 70



 
 

14 
RLF1 17750950V.1 

II. 
Takata’s Businesses 

A. Overview 

23. Takata is one of the world’s leading automotive safety systems companies, 

supplying nearly all the world’s major automotive manufacturers with a product range that 

includes seat belts and airbag systems, as well as steering wheels, child restraint systems, and 

electronic devices such as satellite sensors and electronic control units.  Founded in 1933 as a 

textile company in Shiga Prefecture, Japan, Takata began to focus on automotive safety systems 

in the early 1950s.  Over the following decades, Takata became a leader in automotive safety 

systems and expanded around the globe.  Indeed, the Company has been and continues to be 

recognized for its high quality manufacturing by Customers, as well as by third-party 

organizations.  This is evidenced not only by the Company’s receipt of over two hundred and 

fifty (250) awards for research and development, safety, quality, and delivery, but also by its 

strong and long-standing relationships with its Customers.  Many of Takata’s Customers have 

had business relationships with Takata for over fifty (50) years, handling multiple product lines 

on a single vehicle platform.   

24. Since bringing Japan’s first seat belt to the market in 1960, Takata has 

been driven by the pursuit of safety.  Significantly, Takata was responsible for being the first to 

market in a number of innovative and revolutionary advances in automotive safety including the 

following: 

 1960:  First in Japan to commercialize two-point seat belts; 

 1962:  First in Japan to conduct public seat belt crash tests; 

 1977:  First in Japan to commercialize child restraint systems; 

 1980:  First in the world to commercialize driver airbag modules; 
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 1996:  First in Japan to commercialize force limiter seat belts; 

 2005:  First in the world to commercialize twin bag systems; 

 2006:  First in the world to commercialize motorcycle airbags; 

 2010:  First in the world to commercialize safety airbelts; 

 2012:  First in the world to commercialize front center airbags; and 

 2013:  First in the world to commercialize D-shape curtain airbag 
technology. 

25. Takata first expanded outside of Japan in the 1980s and is now a 

multinational corporation.  As of the Petition Date, Takata operates more than fifty (50) 

manufacturing plants and research & development centers in over twenty (20) countries on five 

(5) continents.9  The Debtors operate eleven (11) different production, testing, and other sales 

and administration facilities.  For management purposes, Takata’s global operations are grouped 

into four (4) regions: Japan, Asia (excluding Japan), the Americas, and EMEA (Europe, the 

Middle East, and Africa).  A detailed summary of the Debtors’ current organizational structure is 

attached hereto as Exhibit A (the “Global Organizational Chart”).  Takata is one of the most 

vertically integrated manufacturers in the global automotive safety industry, manufacturing many 

of the Component Parts of its automotive safety products in-house, and the Debtors and their 

direct and indirect subsidiaries provide Component Parts and services to the entire Takata 

enterprise.   

26. For the twelve (12) months ended March 31, 2017, the audited and 

consolidated financial statements of TKJP and its Debtor and non-Debtor subsidiaries reflected 

                                                 
9 The geographic footprint of Takata’s manufacturing plants include: (i) in the Americas:  Picarraas, Cheraw, 
Monclova (manufactures PSAN Inflators), Monterrey, Acuña, Agua, Prieta, Torreon, Jundiai, Moses Lake 
(manufactures PSAN Inflators), Mateus Leme, Uruguay; (ii) in Asia:  Changxing (manufactures PSAN Inflator), 
Philippines, Hikone, Shanghai, Taku, Jinzhou, Tianjin, Hwaseong, Chachoengsao, Arita, Bekasi, Chennai, 
Neemrana, Selangor, and Echigawa; and (iii) in EMEA:  Arad, Freiberg (manufactures PSAN Inflators), Sibiu, 
Krzeszów, Elterlein, Ulyanovsk, Miskolc, Doebeln, Aschaggenburg, Durban, Tangier, and Rtyne. 
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total sales of approximately $6.1 billion and a net loss of approximately $733.8 million.  As of 

March 31, 2017, the consolidated financial statements of Debtors and their direct and indirect 

subsidiaries reflected total sales of approximately $2.0 billion and a net loss of approximately 

$340 million.  Accordingly, the Debtors and their direct and indirect subsidiaries account for 

approximately thirty-three percent (33%) of Takata’s global sales.  

27. As of March 31, 2017, Takata’s audited and consolidated financial 

statements reflected assets totaling approximately $3.9 billion and liabilities totaling 

approximately $3.7 billion, and the consolidated financial statements of the Debtors and their 

direct and indirect non-Debtor subsidiaries reflected assets totaling approximately $1.7 billion 

and liabilities totaling approximately $1.6 billion. 

B. Takata’s Products and Business Lines 

28. Takata’s product range encompasses a broad spectrum of passive and 

active automotive safety technology, including seat belts, airbag systems, steering wheels, and 

other electronic devices.  For the 2016 fiscal year, Takata’s sales by product category were as 

follows: airbag systems (36%), seat belts (34%), steering wheels (17%), and other products 

(14%), including electronics and child seats.  The following diagram illustrates many of the 

safety critical parts manufactured by Takata.10  Each of these product groups is discussed in 

further detail below. 

                                                 
10 This diagram illustrates both current Takata products and products under development.  
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Seat belts 

29. Since commercializing 

Japan’s first seat belt in 1960, Takata has continued 

to improve the effectiveness and comfort of seat 

belts through innovation in areas such as textiles and 

weaving technology.  Takata’s seat belt business 

includes driver, passenger, and rear seat belts.  In 2010, Takata became the first company in the 

world to commercialize the airbelt, a new type of seat belt that inflates like an airbag in the event 

of a collision.  Recently, Takata modified its motorized seat belt to provide enhanced comfort 

and safety.  In addition to tightening automatically to restrain vehicle occupants when pre-crash 

sensors detect risk of collision, the new comfort function reduces the pressure exerted by the seat 

belt during normal driving, while holding vehicle occupants in position during sudden braking or 

sharp turns.  Takata has also developed a state-of-the-art inkjet printing technology that allows 

Takata to create seat belt webbing with patterns, words, or logos in a variety of colors.  Takata 

develops, designs, and produces seat belt systems and products, including webbing, in-house, as 

well as sourcing from third parties.  Takata’s seat belts are produced or tested in at least twenty-

eight (28) of Takata’s plants, including seven (7) plants operated by the Debtors’ and/or their 

direct and indirect non-debtor subsidiaries.    

Airbag Systems 

30. In 1976, Takata became the first company in 

Japan to begin research and development related to airbags.  Takata 

commercialized the world’s first driver airbags in 1980, which were 

supplied to Daimler Benz for use in its S-Class model.  In 1983, in 
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connection with a safety campaign sponsored by the U.S. Department of Transportation, Takata 

supplied eight hundred (800) airbags to various U.S. institutions, including police agencies.  

Since then, Takata has continued to enhance its capabilities in the development, design, and 

production of airbag systems and products, from airbag textiles to hazard detection control units 

and inflator technology.  Today, Takata is one of the few manufacturers of airbags with fully 

integrated development, design, and manufacturing capabilities for airbag systems. 

31. In addition to driver and passenger airbags, side airbags, curtain airbags, 

and knee airbags that protect the legs of front seat occupants, Takata has commercialized 

innovative products such as the D-shape curtain airbag, which protects the head region and helps 

prevent passenger ejection, and the Front Center Airbag, which inflates between the left and right 

seats and serves as an energy absorbing cushion between the driver and front seat passenger in 

both near and far side-impact crashes.  In 2013, Takata launched the world’s first driver-side 

airbag with Flexible Venting Technology (FVT), which incorporates a “smart” pressure control 

mechanism that allows the air vent to be controlled by the airbag itself, rather than via sensors on 

the vehicle.  Takata develops, designs, and produces airbag systems and certain related 

Component Parts, including the inflator and inflator propellant, in-house.11   

32. Takata’s airbag systems are produced and tested in over thirty-two (32) of 

Takata’s plants, eight (8) of which are operated by the Debtors and/or their direct and indirect 

non-debtor subsidiaries.   

Steering Wheels 

33. Takata’s fully integrated steering wheel 

development and production system encompasses a variety of 

                                                 
11 Takata also relies on certain third parties for inflator propellant.  
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processes, from die-cast magnesium inner frames to leather wrapping, switching systems, and 

final assembly.  Ongoing innovations, such as Takata’s vacuum Folding Technology, have 

reduced the size of some driver airbags in Takata’s product line-up, and introduced new features 

for safety and comfort.  This has enabled interior designers to explore new opportunities to 

enhance the driving environment and differentiate their vehicles for the needs of each market and 

consumer segment.  Takata has recently introduced the vibration steering wheel, featuring a unit 

inside the spoke of the wheel that vibrates to notify the driver of potential dangers such as 

inadvertent lane departure, traveling too close to the car in front, over-acceleration, and falling 

asleep at the wheel.   

34. Takata’s production and testing of steering wheels occupies approximately 

seventeen (17) of Takata’s plants, including at least two (2) plants which are operated by the 

Debtors and/or their direct and indirect non-debtor subsidiaries.   

Other Products 

35. This category of Takata’s 

products includes electronic devices such as 

vehicle occupant sensors, collision sensors, 

electronic control units (ECUs) for controlling 

airbag inflation, and child restraint systems.  In 

today’s automotives, sophisticated electronics 

form part of nearly every automotive safety feature and enable the integration of multiple passive 

and active safety functions to enhance total safety system effectiveness.  In addition to the use of 

electronics in conventional safety systems such as airbags and seat belt pretensioners, active pre-

crash safety systems have opened up new realms of possibilities in safety, with highly developed 

sensors being used to identify hazards and help prevent accidents from occurring.   

Case 17-11375    Doc 19    Filed 06/26/17    Page 20 of 111 77



 
 

21 
RLF1 17750950V.1 

Research & Development 

36. Takata conducts analyses from a number of different perspectives to 

understand the various types of crash configurations and scenarios in automobile accidents, 

including examining the causes of accidents, the seriousness of injuries as a result of a collision, 

and other related topics, with the aim of developing systems that protect people, and uses 

computational crash simulation and dynamic crash testing for safety system development. 

37. Takata’s research and development teams have also developed systems 

that help address dangerous driving situations by minimizing fatigue and making driving more 

pleasant and convenient.  By developing sensors that look outside the vehicle, these systems can 

warn the driver in advance of potentially dangerous situations.  In the event of an accident, 

Takata has developed systems which detect the magnitude of the collision and provide 

information on the condition of the passengers that can be useful to rescuers.  In addition, Takata 

also looks beyond the protection of occupants and has developed systems that can protect 

motorcyclists, bicycle riders, and pedestrians. Takata’s facilities also include sled testing that can 

simulate the impact of collisions. 

38. For developing technology, Takata has established research and 

development centers in Japan, U.S., and Germany.  Takata entities share their high-level 

technology and other accumulated information throughout the global enterprise.   

Non-Automotive Safety 

39. In addition to Takata’s automotive safety operations, Takata, including 

certain of TKH’s non-debtor subsidiaries, operates certain non-automotive safety business lines, 

including webbing fabrics and cushions, and non-automotive products, including school bus 

seats.  As of the Petition Date, Takata’s non-automotive safety business includes Highland 

Industries, Inc. (“Highland”) and Syntec Seating Solutions LLC (“Syntec”), each of which is a 
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wholly-owned subsidiary of TKH and is not a Debtor in these Chapter 11 Cases.  Highland 

manufactures and sells airbag fabric, composites, and textiles to TKH as well as to other 

automotive manufacturing companies.  Syntec, acquired by Takata in 2012, manufactures safety 

systems (e.g., seats and barriers) for school buses.  The non-automotive safety business operates 

in six (6) independent facilities (Highland owns two (2) facilities and leases two (2) facilities and 

Syntec owns one (1) facility and leases one (1) facility).  

40. Prior to the commencement of the Chapter 11 Cases, to improve its 

liquidity position, TKH sold certain of its non-automotive safety divisions to TransDigm Group, 

Inc. (the “NAS Purchaser”) for approximately $90 million, approximately $36 million of which 

related to assets sold by Interiors in Flight, Inc. and Takata Protection Systems Inc. (the “NAS 

Sales”), each of which is a wholly-owned subsidiary of TKH.  The NAS Sales closed on or about 

February 22, 2017.12   

Mexican Operations 

41. Takata’s “Americas” region includes Takata’s operations in Mexico.  

TKH indirectly owns six (6) entities incorporated in Mexico,13 four (4) of which are 

maquiladoras (the “Maquiladoras”)14 that manufacture and assemble inflators, seatbelts, and 

                                                 
12 In connection with the NAS Sales, TKH and certain non-Debtor affiliates entered into certain agreements 
(collectively, the “NAS Transition Services Agreements”) to provide certain limited transition services to the NAS 
Purchaser, including, without limitation, certain collection, distribution, and other treasure-related services, certain 
employee benefit and workforce services, and certain IT and connectivity related services (the “NAS Transition 
Services”).  In exchange for such services, the NAS Purchaser has agreed to pay TKH and certain non-Debtor 
affiliates certain monthly fees ranging from approximately $2,000 to $10,000 per month for the various services.  

13 These entities include TK Holdings de Mexico, TK DM, Industrias Irvin, SMX, Falcomex SA De CV, and Equipo 
Automotoriz Americana S.A. De. C.V.  Of these six (6) entities, four (4) (TK Holdings de Mexico, TK DM, 
Industrias Irvin, and SMX) are Debtors.  The remaining two (2) entities are a Mexican holding company and a 
trading sales company that contracts for the sale of TKH’s product to Mexican OEMs.    

14 A maquiladora generally refers to a Mexican corporation that is eligible for certain tax and customs benefits due 
to the fact that, among others, it develops products in Mexico using raw materials, machinery, and equipment 
primarily owned by a non-Mexican entity.  Maquiladoras export all of their product and are owned, at least in part, 
by a foreign investor.   
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steering wheels.15  As described below, the Mexican operations primarily serve to support the 

production needs in the U.S.  

C. The Debtors’ Businesses and TKH’s Business Model 

42. The Debtors in these Chapter 11 Cases are Takata Americas, TKH, TK 

Holdings de Mexico, TK DM, Industrias Irvin, SMX, TK Finance, LLC, TK China LLC (“TK 

China”), TK Mexico Inc., TK Mexico LLC, Takata Protection Systems Inc., and Interiors in 

Flight Inc.  Below is a brief description of each Debtor entity and its business(es): 

 Takata Americas is a Delaware partnership that serves as the U.S. federal 
income tax payer for the Company.  Takata Americas owns over ninety-
nine percent (99%) of the equity in TKH and generally has no assets other 
than the stock in its subsidiaries, which, in addition to TKH, include TK 
Finance LLC (a Debtor entity which indirectly owns Takata (Shangai) 
Automotive Component Co. Ltd., a non-debtor Chinese entity which may 
implement an asset sale under the Global Transaction) and Takata Brasil 
S.A. (a non-Debtor entity).   

 TKH is a Delaware-incorporated operating company that manufactures 
and sells inflators, airbags and seat belts, and sells steering wheels 
(manufactured by its affiliates).  TKH operates five (5) facilities, including 
a plant in Moses Lake where TKH produces PSAN propellant, inflators, 
and airbag modules, and three (3) sales and administration offices.  TKH’s 
revenues represent thirty-three percent (33%) of Takata’s revenues on a 
global basis.  In addition to owning directly or indirectly each of the other 
Debtor entities (excluding Takata Americas), TKH also directly or 
indirectly owns the non-debtor Maquiladoras, Highland, and Syntec, as 
well as ALS Inc., a non-Debtor Japanese operating company that provides 
logistics and freight forwarding services (i.e., exporting and importing 
parts and manufactured goods) to TKJP.   

 TK DM is a Mexican incorporated Maquiladora that manufactures 
inflators and assembles airbag modules and replacement kits.  TK DM 
owns two (2) plants, including a plant in Monclova where TK DM 
manufactures PSAN Inflators.  Prior to 2014, TK DM contracted with 
Customers for the sale of airbag modules containing PSAN Inflators. 

                                                 
15 The four (4) Maquiladoras are TK DM, Industrias Irvin, Falcomex SA De CV, and Equipo Automotoriz 
Americana S.A. De. C.V.  
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 Industrias Irvin is a Mexican incorporated Maquiladora that assembles 
airbag modules and seat belts and manufactures seat belt components.  
Industrias Irvin leases one (1) plant from an affiliate.  Prior to 2014, 
Industrias Irvin contracted with Customers for the sale of airbag modules 
containing PSAN Inflators. 

 SMX is a Mexican entity referred to as a “trading sales company” as it is 
in the business of contracting with Mexican OEMs for the sale of the 
Debtors’ products, including airbags containing PSAN Inflators.  

 TK Holdings de Mexico is a Mexican holding company that provides 
centralized administration services for its subsidiaries, including the four 
(4) Maquiladoras, in exchange for a management fee.  The administration 
services include customs compliance, management of accounts receivable 
and payable, taxes, and certain payroll functions.  TK Holdings de Mexico 
does not employ its own employees, but rather leases employees from TK 
DM in exchange for a monthly fee.   

 TK Finance, LLC, TK China LLC, TK Mexico Inc., and TK Mexico 
LLC are each a holding company with no operations, third-party debt, or 
assets other than the equity in its respective subsidiaries. 

 As noted above, Takata Protection Systems Inc. and Interiors in Flight 
Inc. sold substantially all of their assets to TransDigm Group prepetition 
and have no ongoing operations.  

43. As is commonplace throughout the automotive industry, the Debtors’ 

businesses function under a tiered supply chain structure.  Under this structure, upstream from 

the car manufacturers (i.e., the OEMs) are Tier One suppliers, such as the Debtors, that produce 

the specialized Component Parts needed for new vehicles.  The business relationships of TKH 

and its direct and indirect subsidiaries with their Customers begins when TKH is awarded a new 

program, which generally occurs two (2) or three (3) years prior to the production launch.  This 

system allows for high revenue visibility and a large program backlog (subject to ultimate 

production volumes on a particular platform).   

44. Generally, each Component Part manufactured by the Debtors is 

engineered and designed in partnership with the applicable Customer.  Key Component Parts 

must be designed, tested, and validated for quality and safety—a process that can take months or 

Case 17-11375    Doc 19    Filed 06/26/17    Page 24 of 111 81



 
 

25 
RLF1 17750950V.1 

years to complete.  In almost all cases, the Debtors are the sole manufacturer of the Component 

Parts they supply for their Customers and, in many instances, the Debtors and their Customers 

rely on a daily or weekly “just-in-time” inventory supply system.  In connection with the 

Component Parts, the Debtors must acquire the manufacturing components and machines needed 

for production of the Component Part, which often include unique tooling, including specific 

fixtures, jigs, gauges, molds, dies, cutting equipment, and patterns.  Accordingly, in the ordinary 

course of business, the Debtors acquire specialized tools and equipment on behalf of many of 

their Customers, though in many instances the Customers may own the tooling equipment and 

use the Debtors to subcontract the tool production work.   

45. The airbag, steering wheel, and other safety-critical products produced by 

the Debtors and the constituent components of these products must meet demanding 

specifications mandated by both the Debtors and the Customers, as well as federally mandated 

safety standards, before they can be used in the Debtors’ manufacturing process.  Due to these 

extensive design, development, and certification requirements, the process by which the Debtors 

and the OEMs select and certify a new supplier and a new program can take approximately 

eighteen (18) to twenty-four (24) months.  Accordingly, any disruption in the Debtors’ 

production could immediately impact their Customers’ ability to manufacture automobiles and 

could result in a shutdown in production of many of the largest vehicle platforms in North 

America.   

III. 
 

Debtors’ Prepetition Ownership and Capital Structure 

A. Ownership Structure 

46. TKJP is a public company listed on the Tokyo Stock Exchange.  On June 

16, 2017, trading in the equity of TKJP was suspended upon media speculation of its impending 
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insolvency proceeding.  The Takada family continues to own a majority of the equity in TKJP.  

As reflected on the Global Organizational Chart, all of the Debtors are direct or indirect 

subsidiaries of TKJP and none of the Debtors are owned by third party (i.e., non-Takata) entities.   

B. Funded Debt Obligations16 

47. As of the Petition Date, the Debtors have no outstanding funded debt 

obligations.  By contrast, as of the Petition Date, TKJP, the Debtors’ ultimate parent, has 

outstanding funded debt obligations in an aggregate amount of approximately $590 million  

consisting of (i) approximately $320 million in principal amount of bank debt and 

(ii) approximately $269 million in principal amount of unsecured bonds.  The bank lenders do 

not have any liens against Takata’s assets in connection with borrowed funds, but they do have 

the ability to offset borrowed funds against Takata’s deposit accounts under certain 

circumstances, including a payment default.   

48. In addition, as of the Petition Date, two (2) of the Debtors’ non-debtor 

affiliates have outstanding bank debt obligations:  (i) TAKATA Europe GmbH, in an aggregate 

amount of approximately $150 million17 and (ii) Takata Brasil S.A., in an aggregate amount of 

approximately $13 million, in each case based on current currency exchange rates.   

C. Trade Payables 

49. In the ordinary course of business, the Debtors incur fixed, liquidated, and 

undisputed payment obligations (the “Trade Payables”) to various third-party providers of goods 

and services that facilitate the Debtors’ business operations (the “Trade Creditors”).  As of the 

date hereof, the Debtors estimate that the aggregate amount of Trade Payables outstanding is 

                                                 
16 The dollar amounts set forth in this Section B are based on currency exchange rates as of June 25, 2017.  

17 Takata International Finance B.V. has provided a $5 million guarantee to one of the bank lenders in connection 
with this loan. 
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approximately $118 million.  The Debtors, the Consenting OEMs, and the Plan Sponsor each 

have an interest in supporting a transaction that minimizes any disruption or impairment to the 

Debtors’ Trade Creditors.   

D. Intercompany Transactions 

50. In the ordinary course of business, the Debtors maintain business 

relationships between and among the Debtors and also with certain non-Debtor affiliates that 

generate intercompany receivables and payables (the “Intercompany Claims”) from a variety of 

transactions, including intercompany services, reimbursement for shared business expenses, and 

intercompany loans (each, an “Intercompany Transaction”).  The Intercompany Claims are 

tracked on a net basis on a schedule of intercompany balances.  There are three major categories 

of Intercompany Transactions:  (i) transactions between and among the Debtors and U.S. 

affiliates, (ii) transactions between TKH and its indirect Mexican subsidiaries (both Debtor and 

non-Debtor), and (iii) transactions between the Debtors and their international affiliates, 

including TKJP.   

51. As of the Petition Date, the Debtors owe, in the aggregate, approximately 

$43.6 million on account of Intercompany Claims (which amount reflects aggregate net amounts 

owed by the Debtors).  In particular, as of the Petition Date, TKH owes TKJP $33.4 million in 

intercompany trade claims (which amount reflects aggregate net amounts owed by TKH), of 

which $10 million relate to goods delivered within twenty (20) days of the Petition Date, and $80 

million in intercompany loans pursuant to two separate intercompany loan agreements with 

TKJP:  the first, dated March 31, 2016, in the amount of $30 million and the second, dated 

March 18, 2016, in the amount of $50 million.  
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E. Other Liabilities 

52. Certain of the Debtors’ other obligations and liabilities, including 

obligations owed to NHTSA, are described in Section IV.  

IV. 
 

Events Leading to the Commencement of the Chapter 11 Cases 

53. Historically, Takata has been a pioneer in the active and passive safety 

market, introducing safety innovations that positively affect the lives and comfort of occupants 

throughout the driving cycle.  Over the last several years, however, certain of Takata’s PSAN 

Inflators have failed to operate as intended.  In particular, certain PSAN Inflators have ruptured 

upon deployment of the airbag causing considerable injury and, in some instances, death to 

drivers and passengers involved in motor vehicle crashes.  The first incident involving the 

rupture of a PSAN Inflator occurred in 2003 in Switzerland.  At that time, Takata believed that 

the rupture was an isolated event caused by an overloading of propellant in the assembly of the 

inflator.  Unfortunately, additional inflator ruptures occurred over the next several years, 

prompting voluntary recalls by certain vehicle manufacturers and, ultimately, a nationwide recall 

in the U.S. by NHTSA.  The rupturing of PSAN Inflators and the related recalls have resulted in 

substantial and expansive claims against the Debtors and other Takata entities, as well as 

resourcing of future business by the Customers.  Under these circumstances, and those described 

in more detail below, Takata determined that an efficient sale of substantially all of Takata’s 

assets to the Plan Sponsor through coordinated insolvency proceeding in the U.S. and Japan 

would provide the best recovery to creditors while also ensuring that the Debtors continue to 

uphold recall-related and supply obligations to its Customers.   
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A. NHTSA Orders Civil Penalties and Initiates Expansive Recalls of PSAN Inflators 

54. On June 11, 2014, after receiving multiple complaints regarding Takata 

airbag inflator ruptures, NHTSA opened a formal defect investigation into the PSAN Inflators—

the first step to what would eventually become one of the largest consumer product recalls in 

U.S. history.  Several months later, on February 25, 2015, NHTSA issued the Preservation Order 

and Testing Control Plan (the “Preservation Order”), which requires, among other things, that 

TKH take reasonable steps to prevent the destruction of and preserve all recalled or returned 

PSAN Inflators, ruptured inflators, and other ammonium nitrate-containing inflators in the U.S., 

as well as documents, data, and tangible things reasonably anticipated to be relevant to the 

subject of NHTSA’s defect investigation into PSAN inflators.  In addition, the Preservation 

Order requires that TKH set aside ten percent (10%) of recalled or returned inflators for testing 

by private litigants, and the remaining inflators must be available to the OEMs for inspection, 

testing, and analysis. 

55. Thereafter, on November 3, 2015, NHTSA issued a consent order (as 

amended on May 4, 2016, as described below, and as may be further amended and 

supplemented, the “Consent Order”) and companion coordinated remedy order (the 

“Coordinated Remedy Order” and collectively with the Preservation Order and the Consent 

Order, as each may be amended, the “NHTSA Orders”).  Pursuant to the Consent Order, TKH 

agreed to pay a civil penalty in the amount $70 million payable in six (6) installments, of which 

$20 million has already been paid, with the final installment due and payable by October 2020.  

TKH also agreed to accept a deferred contingent civil penalty in the amount of $130 million 

which will become due only if TKH fails to comply with certain obligations in the Consent 

Order and the Coordinated Remedy Order.  As of the date hereof, TKH is in compliance with the 
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Consent Order.  In addition to the monetary fines and penalties, the Consent Order provides that 

TKH will implement a series of actions, including the phasing out of the manufacture and sale of 

non-desiccated PSAN Inflators by the end of 2018 ($60 million of the $130 million deferred civil 

penalty will become due if TKH fails to meet deadlines for the phase-out of its production of 

certain PSAN Inflators by December 31, 2018).  TKH also agreed not to enter into any new 

contracts to provide products containing PSAN Inflators (the remaining $70 million of the 

deferred civil penalty will become due only if TKH enters into any new contracts for production 

of products containing PSAN Inflators or if NTHSA discovers additional violations of safety 

regulations).  The Coordinated Remedy Order establishes a schedule, based on relative risk of 

rupture, by which certain OEMs must have sufficient parts on hand to replace PSAN Inflators in 

affected vehicles.  Pursuant to the Coordinated Remedy Order, Takata must cooperate with 

NHTSA to coordinate and accelerate such remedy programs.  

56. In connection with the Consent Order and the Coordinated Remedy Order, 

NHTSA appointed John Buretta, a partner at the law firm Cravath, Swaine & Moore LLP, as an 

independent monitor (the “Independent Monitor”) to assist NHTSA in overseeing and assessing 

Takata’s compliance with the NHTSA Orders.  Takata has been working closely with the 

Independent Monitor to ensure compliance with the NHTSA Orders.  The Independent 

Monitor’s term is for five (5) years and is scheduled to conclude around the end of 2020 (subject 

to extension or early termination as may be ordered by NHTSA in its discretion).  In accordance 

with the NHTSA Orders, the Debtors pay the Independent Monitor’s fees and expenses. 

57. NHTSA commissioned three (3) independent research organizations to 

administer scientific evaluations and report on the “root cause” of the rupture of non-desiccated 

frontal Takata air bag inflators containing PSAN.  Based on these reports, NHTSA concluded 
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that the likely root cause of the rupturing of such inflators is a function of time, temperature 

cycling, and environmental moisture and that, at some point in the future, all non-desiccated 

frontal Takata PSAN inflators will reach a threshold level of degradation that could result in the 

inflator becoming unreasonably dangerous.  Accordingly, on May 4, 2016, NHTSA issued an 

amendment to the Consent Order requiring Takata to file defect information reports (“DIRs”) 

triggering recall obligations for all non-desiccated frontal PSAN Inflators, including any like-for-

like replacement, on a defined, phased schedule broken down by vehicle model, year, and 

location, concluding by December 31, 2019.  As of the date hereof, NHTSA has not initiated any 

recalls of non-desiccated PSAN Inflators relating to propellant degradation.  Under the Consent 

Order, TKH has until December 31, 2019 to demonstrate that desiccated PSAN Inflators are safe 

and should not be subject to recalls. 

58. The recalls initiated by NHTSA, as well as the voluntary recalls initiated 

independently by the OEMs, have resulted in mounting claims for reimbursement by the OEMs 

against the Takata entities with which the OEMs contract.  Pursuant to many of the OEMs’ 

contracts with TKH, the OEMs are entitled to reimbursement for costs associated with 

administering the recalls and installing replacement parts.  As of the Petition Date, the Debtors 

estimate such recall-related reimbursement claims against the Debtors to be in the billions of 

dollars.  

B. Takata Responds Cooperatively to NHTSA Orders  

59. To comply with the NHTSA Orders, Takata has implemented meaningful 

remedial oversight and compliance measures within the organization globally.  As provided for 

in the Consent Order and stated above, TKH has agreed to substantial oversight by the 

Independent Monitor and has established processes for TKH employees to report concerns 
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anonymously to the Independent Monitor.  TKH also has appointed a Chief Safety Assurance 

and Accountability Officer and created an enhanced Product Safety Group with authority to 

investigate and address preemptively safety-related issues across TKH’s product lines.   

60. In December 2014, Takata commissioned an independent Quality 

Assurance Panel (the “Panel”) with a broad mandate to review Takata’s practices and policies 

for the safe production of airbag inflators and to provide recommendations.  Following an 

extensive review and evaluation of Takata’s processes and policies, the Panel submitted a report 

in February 2016 setting forth fifteen (15) recommendations of concrete actions relating to 

quality concerns, design and manufacturing processes, and the Company’s “quality culture.”  I, 

along with the assistance of other employees of Takata, developed a plan of action to implement 

each of the Panel’s recommendations.  On June 12, 2017, the Panel held a status meeting at 

which Takata reported that ten (10) of the fifteen (15) recommendations have been fully 

implemented, two (2) are significantly complete, and three (3) are partially complete.  I expect 

that by the end of 2017, the two (2) additional recommendations will be fully complete, and the 

Company will have fully implemented all of the Panel’s recommendations within one (1) year 

from the date hereof.  Following the status meeting, Samuel K. Skinner, Chairman of the Panel, 

reported in a letter, dated June 15, 2017, that in the Panel’s view, “the Takata team in many 

instances has not only met the Panel’s expectations but in doing so has set a new standard for the 

industry […] the Panel believes that Takata has done an outstanding job in accepting, adopting 

and implementing the Panel’s recommendations.”  

61. TKH has also been working cooperatively with NHTSA, world-class 

technical experts, and Customers to initiate recalls and administer replacement of affected airbag 

inflators to remedy safety concerns relating to non-desiccated PSAN Inflators nationwide.  TKH 
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has funded and developed vigorous “Get the Word Out” campaigns to maximize the recall 

completion rates and has conducted substantial consumer advertising to encourage car owners 

receiving recall notices to bring their cars in to dealers for prompt replacement.  As of the 

Petition Date, the Debtors have expended approximately $18 million towards communicating 

and noticing vehicle owners of the recalls and risks associated with non-desiccated PSAN 

Inflators.  

C. Significant Litigation Actions Commenced Against the Debtors 

Personal Injury and Wrongful Death Actions  

62. Approximately one hundred (100) personal injury and wrongful death 

lawsuits relating to the PSAN Inflators are currently pending in state and federal courts within 

the U.S.  The lawsuits allege product liability claims based in almost all instances on inflator 

ruptures, deployments with excessive force, and failures to deploy, primarily against TKH and 

TKJP, with some claims also being made against certain of their Debtor and non-Debtor 

affiliates (collectively, the “PI/WD Actions”).  Nearly all of the PI/WD Actions allege that the 

Takata defendants and the relevant OEM (e.g., the OEM that manufactured the vehicle in which 

the plaintiff was allegedly injured) are jointly and severally liable for the alleged injuries.  Many 

of the OEMs assert contractual or common law claims for indemnification and/or contribution 

against the Takata entity from which they purchased the malfunctioning PSAN Inflator. 

63. On February 5, 2015, several private civil actions relating to PSAN 

Inflators proceeding in federal courts in the U.S. against TKH—all class actions alleging 

economic losses—were centralized in a multi-district litigation (the “MDL”) proceeding in the 

Southern District of Florida.  In that centralization order, the Judicial Panel on Multidistrict 

Litigation also recognized that PI/WD Actions could be included in the MDL and many PI/WD 

Actions have subsequently been transferred to the MDL.  A number of PI/WD Actions remain 
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pending in various state courts.  As of the date hereof, there have been no trials or verdicts 

against TKH, TKJP, or any of their affiliates in any PI/WD Action.  

64. There are approximately one hundred and fifty (150) claims against the 

Debtors that have not presently resulted in filed PI/WD Actions.  The Debtors expect that 

additional PI/WD Actions will be filed in the future, given the number of pending claims and the 

large population of vehicles containing PSAN inflators that have not yet been repaired pursuant 

to recall.  In addition to the PI/WD Actions relating to the PSAN Inflators, TKH, certain Takata 

affiliates, and certain OEMs are also defendants in approximately fifteen (15) personal injury 

lawsuits alleging product liability claims unrelated to PSAN Inflators.   

65. In the aggregate, the existing PI/WD Actions seek damages in the tens of 

millions of dollars; however, the Debtors strongly dispute the validity of certain of the claims 

asserted and damages sought in connection with PI/WD Actions.   

U.S. Economic Loss Class Actions  

66. In addition to the PI/WD Actions, TKH, TKJP, and certain OEMs have 

also been named defendants in a putative nationwide consumer class action currently pending in 

the MDL (the “U.S. Economic Loss Class Action”).  The consolidated U.S. Economic Loss 

Class Action, which aggregated roughly eighty (80) separately filed consumer class actions, 

purports to represent (i) approximately fifty million (50,000,000) consumers who purchased or 

leased vehicles with recalled PSAN Inflators prior to the recalls and, following the recall, still 

owned or leased the vehicle, sold the vehicle, or received some value for the vehicle after an 

accident and (ii) automotive recyclers that purchased vehicles containing airbags with recalled 

PSAN Inflators prior to the recalls and following the recall either continued to possess the airbag 

or sold the airbag to Takata or an OEM.  The consolidated complaint asserts claims for economic 

losses largely based on the theory that the recall of PSAN Inflators has reduced the market value 
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of those vehicles and/or airbags containing recalled PSAN Inflators.  The plaintiffs are seeking to 

recover compensation for lost value (i.e., diminution of value of vehicles or airbag parts in 

vehicles), out-of-pocket and loss-of-use expenses (e.g., reimbursement for repairs, time off from 

work, substitute transportation, childcare); disgorgement of profits; punitive damages; and 

attorneys’ fees and costs.18  The OEMs, TKH, and TKJP may be jointly and severally liable with 

respect to certain of the claims asserted in the U.S. Economic Loss Class Action.  The Debtors 

strongly dispute the validity of the claims asserted in connection with the U.S. Economic Loss 

Class Action and any associated liability.  Each of the OEMs that has been named as a defendant 

in the U.S. Economic Loss Class Action has asserted cross-claims against TKH and/or TKJP, 

including claims for contractual or common law indemnification and/or contribution.  

67. On May 18, 2017, four (4) of the OEMs filed a motion seeking approval 

of separate settlement agreements resolving the economic loss claims asserted against them in 

the U.S. Economic Loss Class Action for a total amount of $553 million, as well as, among other 

things, consent to implement certain outreach methods and reimbursement of class members’ 

fees in connection with administering the recall.  In exchange, class members are agreeing to 

grant a broad release to the settling OEMs as well as certain of their related parties with respect 

to the subject matter of the class action.  As of the date hereof, these settlements have been 

preliminarily approved by the MDL court and the final hearing to approve these settlement 

agreements is scheduled for October 25, 2017.  These settlements do not resolve claims against 

Takata.  With respect to the remaining claims against Takata and the other OEMs, as of the date 

                                                 
18 In addition to the class actions incorporated into the consolidated U.S. Economic Loss Class Action complaint, 
there are multiple economic loss class actions that are part of the MDL that name as defendants TKH and/or TKJP 
and certain other OEMs.  These cases have been placed in “civil suspense” by the MDL court.  
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hereof, no motion for class certification has been filed and no deadline for the filing of such 

motion has been set.  

Canadian Class Actions  

68. In addition to the U.S. Economic Loss Class Action, TKH, TKJP, and 

certain non-debtor subsidiaries, as well as certain OEMs, were named defendants in fourteen 

(14) class actions across four (4) Canadian provinces (British Columbia, Saskatchewan, Quebec, 

and Ontario) based on theories similar to those asserted in the U.S. Economic Loss Class Action.  

As of the date hereof, four (4) of the class actions have been dismissed, five (5) of the class 

actions are currently in abeyance, and five (5) of the class actions have been consolidated into 

national class actions proceeding in Ontario (collectively, the “Canadian Class Actions”).  The 

Canadian Class Actions are on behalf of consumers in Canada who purchased or leased vehicles 

with airbags containing PSAN Inflators that are subject to recalls, as well as persons in Canada 

who have suffered injuries or damages caused by PSAN Inflators.19  The Canadian Class Actions 

have been stayed as against TKJP.  The Canadian Class Actions assert an aggregate of CDN $3.5 

billion in damages for, among other things, economic loss based on the reduced value of 

claimants’ vehicles and expenses incurred in connection with replacements and repairs.  The 

Debtors strongly dispute both the asserted damages and the validity of the claims asserted in 

connection with the Canadian Class Actions and any associated liability. 

69. While joint and several liability has not been expressly pleaded in the 

Canadian Class Actions, the Canadian court may find that the parties are liable on a joint and 

several basis absent an express assertion in a pleading and a number of the OEM defendants have 

asserted cross-claims against TKH and TKJP.  Accordingly, the OEMs that are named 

                                                 
19 As of the date hereof, the Debtors are aware of two (2) personal injury lawsuits pending in Canada, but no known 
instances of inflator rupture.   
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defendants in the Canadian Class Actions may assert contractual or common law claims for 

indemnification and/or contribution against the Takata entity from which they purchased the 

PSAN Inflator with respect to the Canadian Class Actions.   

70. The Canadian Class Actions have not been certified.  It was anticipated 

that certification motions would be scheduled at the case management conference currently 

scheduled for mid-August.   

Mexican Class Action  

71. A class action was also commenced in Mexico by Acciones Colectivas de 

Sinaloa, A.C. (“ACS”) against, among others, TKH, TK DM, Industrias Irvin, certain OEMs, and 

certain car dealerships (the “Mexican Class Action”) in the Ninth Federal Court in the state of 

Sinaloa, Mexico (the “Mexican Class Action Court”).  ACS is a non-profit association whose 

purpose is to, among other things, promote and defend the interests and rights of consumers and 

to commence corresponding class actions in order to enforce the claims of such persons.  ACS is 

seeking, among other things, a declaration that the airbags produced and sold by the defendants 

are defective, an order obligating the defendants to replace the defective airbags free of charge, 

an order obligating the defendant to refrain from producing airbags until, in the view of the 

Mexican Class Action Court, they are no longer defective, and an award of damages to each 

individual member of the class for diminution in value of the vehicles and personal injuries.  

Under Mexican law, as a non-profit association, ACS is not required to indicate the specific 

number of individual members seeking damages in the Mexican Class Action and, therefore, as 

of the date hereof, the number of individual class members is unknown.  Further, as of the date 

hereof, the amount of damages claimed by ACS on behalf of the class has not yet been 

quantified.  As is the case with the U.S. Economic Loss Class Action and Canadian Class 
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Actions, the Debtors strongly dispute the validity of the claims asserted in the Mexican Class 

Action and any associated liability.   

72. Under Mexican law, if ordered to pay damages, each of the defendants 

that caused the specific damage in question may be held jointly and severally liable.  Those 

defendants that satisfy the judgment are entitled to file a claim for recovery from other 

defendants that are determined to have caused or participated in causing the damage.  Once 

again, those OEMs that are named defendants in the Mexican Class Action may assert 

contractual or common law claims for indemnification and/or contribution against the Takata 

entity from which they purchased the PSAN Inflator with respect to the Mexican Class Action.  

As of the date hereof, the class has not yet been certified.  TK DM and Industrias Irvin’s motion 

to dismiss are pending, and TKH has not been served.   

State Civil Enforcement Actions  

73. Consumer protection actions have also been filed by applicable 

government authorities in Hawaii, the U.S. Virgin Islands, and New Mexico against TKJP, TKH, 

and certain OEMs seeking a combination of civil penalties, administrative fines, restitution for 

consumers, disgorgement of profits, and injunctive relief.  Some of the complaints assert liability 

based upon legal theories other than consumer protection.  In the U.S. Virgin Islands action, the 

government filed a motion for a preliminary injunction at the time it filed the complaint, which 

sought to have the court order TKH to pay into an escrow fund monies that could be used to 

satisfy any damages ultimately awarded to the Virgin Islands against TKH.  On June 25, 2017, 

after press reports suggesting that Takata may commence insolvency proceedings on or around 

June 25th or June 26th, the court ordered an ex parte order requiring TKH to pay “forthwith” 

approximately $8 million into the court’s escrow account.  This payment has not been made.   
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74. Certain OEMs have also raised cross-claims or third-party claims against 

TKJP and TKH for indemnification, contribution, fraud, and misrepresentation in connection 

with the consumer protection actions.  As of the date hereof, the Hawaii action is in the 

discovery phase.  The U.S. Virgin Islands action has not yet proceeded to discovery.  TKJP and 

TKH’s motion to dismiss the New Mexico action is pending.  Responsive pleadings are not yet 

due with respect to the OEMs’ cross- and third-party claims in the various jurisdictions.  

U.S. Antitrust Class Actions 

75. Additionally, unrelated to the malfunctioning of PSAN Inflators, TKH and 

TKJP also are named defendants in four (4) antitrust putative class actions currently proceeding 

as a multi-district litigation pending for pre-trial purposes before the District Court.  These 

actions purport to be on behalf of certain direct and indirect purchaser plaintiff groups alleging 

antitrust-related claims relating to the sale of certain occupant safety systems, including airbags, 

seat belts, steering wheels, and electronic safety systems.  Other defendants originally named in 

some of those actions are certain of Takata’s competitors, namely Autoliv, Inc., TRW 

Automotive Holdings Corporation, Tokai Rika Co., Ltd., Toyoda Gosei Co., Ltd. and certain 

affiliates of those corporations.  To date, Autoliv, Inc. and TRW Automotive Holdings 

Corporation, and certain of their affiliates (the “Competitor Defendants”), have settled with each 

plaintiff group.  As of the date hereof, the parties are finalizing a discovery schedule and each 

plaintiff group has until October 17, 2018 to file a motion seeking class certification. 

Canadian Antitrust Class Actions 

76. TKH and TKJP, along with certain OEMs, are defendants in putative 

antitrust class actions in four (4) Canadian provinces (British Columbia, Ontario, Saskatchewan, 

and Quebec) based on theories similar to those asserted in the U.S. antitrust class actions.  The 

Canadian antitrust class actions purport to be on behalf of certain consumers in Canada who 
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allege antitrust claims relating to the sale of occupant safety systems, including airbags, seat 

belts, and steering wheels.  In each of these actions, also named as defendants are certain of 

Takata’s competitors, including the Competitor Defendants.  To date, TRW Automotive 

Holdings Corporation and its affiliates have settled with three (3) of the four (4) plaintiff groups.  

No deadlines for class certification motions have been set in any of the actions. 

Potential for Future Litigation Claims  

77. Prior to the Petition Date, TKH embarked on an expansive campaign to 

notify owners of vehicles with PSAN Inflators of the risk associated with such inflators and to 

encourage owners of such vehicles to visit their local dealers to have a replacement kit installed.  

The OEMs and NHTSA have independently contributed to such noticing efforts.  Nevertheless, 

vehicles containing PSAN Inflators remain and will continue to remain on the roads in the U.S. 

and around the world.  Additionally, as noted above, the risks associated with PSAN Inflators 

containing desiccant are undetermined, and vehicles containing such inflators may be subject to 

recalls in the future.  Accordingly, there is a significant risk that additional personal injury, 

wrongful death, and economic loss claims will be asserted against the Debtors, other Takata 

affiliates, and the OEMs arising from pre-and post-closing sale of PSAN Inflators.  As discussed 

below, the Chapter 11 Plan proposes various mechanisms for addressing such claims as against 

the Debtors.  

D. Formation of the Customer Group and Appointment of the Steering Committee 

78. The rupturing of PSAN Inflators and the related recalls have had and 

continue to have a serious impact on the OEMs that have been administering the recalls and 

those that are named defendants in the various litigations.  Recognizing the importance of 

preserving Takata’s operations for the duration of the recalls and the need for a global 

coordinated go-forward strategy to manage the mounting litigation and recall related claims 
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against Takata and the OEMs, certain of such OEMs formed the Customer Group to negotiate 

and develop a restructuring plan with Takata.   

79. As noted above, around the time that the Customer Group was formed, the 

board of directors of TKJP appointed the Steering Committee.  The Steering Committee is 

comprised of the following five (5) independent members each with significant corporate 

restructuring experience in Japan:  

 Hideaki Sudo (Chairman):  Mr. Sudo is an attorney-at-law admitted in 
Japan and managing partner at Fuji Law Office (Tokyo).  Mr. Sudo has 
served as a corporate reorganization trustee, corporate reorganization 
examiner, and a civil rehabilitation supervisor.  He is the former chairman 
of the Study Committee on the Bankruptcy Law System of the Japan 
Federation of Bar Associations and an adjunct profession at Nihon 
University Law School.  

 Masami Hashimoto:  Mr. Hashimoto is a certified public accountant and 
former partner of Arthur Andersen and KMPG.  He is a member of the 
Management Renewal Committee of Toshiba.    

 Kosei Watanabe:  Mr. Watanabe is an attorney-at-law admitted in Japan 
and the State of New York.  Mr. Watanabe is a partner at Fuji Law Office 
(Tokyo).  Mr. Watanabe has experience serving as corporate 
reorganization trustee in a number of large bankruptcy cases.   

 Nobuaki Kobayashi:  Mr. Kobayashi is an attorney-at-law admitted in 
Japan and partner at Nagashima Ohno & Tsunematsu.  He is the current 
chairman of the Study Committee of the Bankruptcy Law System of the 
Japan Federation of Bar Associations and has extensive experience 
handling high-profile restructuring proceedings in Japan, representing 
debtors and creditors. 

 Tomoo Tasaku:  Mr. Tasaku is a senior advisor at 
PricerwaterhouseCoopers Co., Ltd. and has served as a member of the 
study group on debtor-in-possession financing organized by the Ministry 
of Economy, Trade and Industry, the Turnaround Task Forces for Japan 
Airline, and the committee of Industrial Revitalization Corporation of 
Japan.  

80. The Steering Committee meets on a weekly basis with Takata’s advisors.  

TKJP’s board of directors empowered the Steering Committee to prepare the restructuring plan 
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independent from incumbent management and TKJP is expected to approve of such restructuring 

plan unless doing so would be in conflict with their respective duties and obligations under 

applicable law.  The formation of the Customer Group and the appointment of the Steering 

Committee set in motion the development of Takata’s restructuring strategy.   

E. Takata Commences Global Prepetition Marketing & Sale Process 

81. In May 2016, the Steering Committee empowered Lazard to commence an 

expansive marketing and sale process for Takata to identify either a third-party investor or a 

purchaser for Takata’s global assets and operations.  After careful review and analysis of the 

Debtors’ operations, Lazard, with the assistance of Weil and PwC, determined that, due to the 

strong interdependencies among and between the global regions, a sale on a region-by-region 

basis would be value destructive and would not be in the best interests of the Debtors’ estates.  

Accordingly, Lazard pursued the marketing and sale process on behalf of the global enterprise to 

secure a purchaser or investor interested in keeping the global operations intact.   

82. By July 2016, forty (40) potential sponsor candidates had expressed 

interest in Takata.  This list included those potential sponsor candidates from which Lazard had 

directly solicited interest, as well as certain sponsor candidates that independently approached 

Lazard having heard of the marketing and sale process in the press.  The forty (40) potential 

sponsor candidates consisted of nineteen (19) strategic partners, eighteen (18) financial investors, 

and three (3) trading houses.  This initial list of potential sponsors was narrowed down to 

eighteen (18) potential sponsor candidates (eight (8) strategic and ten (10) financial) based on 

feedback from the Customer Group, financial profile, management team, global presence, and 

ability to execute transaction efficiently.  These remaining potential sponsor candidates received 

a “teaser” to provoke interest in a potential transaction involving Takata.   
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83. Following this official launch of the marketing and sale process, nine (9) 

candidates (five (5) strategic and four (4) financial) submitted qualification letters.  Six (6) of the 

candidates that submitted qualification letters were selected to advance in the process and were 

provided with access to due diligence, detailed presentations prepared by management and, in 

most cases, global site visits, in each case, subject to applicable antitrust law.  On September 16, 

2016, Lazard received preliminary proposals from five (5) potential sponsors (three (3) strategic, 

one (1) financial, and one (1) consortium (joint bid from a strategic and financial sponsor)).  

Lazard, the Customer Group, the Steering Committee, and Takata’s other advisors met to review, 

evaluate, and discuss the proposals and the potential sponsors and, based on feedback from the 

Customer Group, four (4) potential sponsors were selected to present to and meet with the 

Customer Group.  By November 2016, three (3) candidates remained (two (2) strategic and one 

(1) newly formed consortium) in the process and proceeded to final rounds of diligence, 

including additional site visits, workshops, and Q&A sessions with management.  In this final 

round of diligence, Takata and its advisors addressed approximately eight hundred (800) 

questions through an online portal and conducted twelve (12) diligence workshops globally.   

F. TKJP Enters Plea Agreement with DOJ 

84. On January 13, 2017, in the midst of Takata’s extensive marketing and 

sale process, the Offices and TKJP announced and submitted to the District Court the Plea 

Agreement and proposed Restitution Order, which were entered on February 27, 2017. 20    

85. The Plea Agreement and Restitution Order resolve a criminal investigation 

that commenced in November 2014 when the U.S. Attorney’s Office in Manhattan served a 

                                                 
20  In addition, on the date the Plea Agreement was announced, an indictment was unsealed charging three (3) 
Takata executives with wire fraud and conspiracy to commit wire fraud in relation to the same conduct underlying 
TKJP’s plea.  These executives—Shinichi Tanaka, Hideo Nakajima, and Tsuneo Chikaraishi—were employed by 
TKJP and terminated in or around the fall of 2015.  
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grand jury subpoena on TKH alleging potential violations of 18 U.S.C §§ 1001 (false 

statements); 1341 (mail fraud); and 1343 (wire fraud) and requesting a variety of information 

relating to knowledge of risks posed by PSAN Inflators.  The investigation was later transferred 

to the U.S. Attorney’s Office in Detroit in or around May 2015, and the Criminal Division in 

Washington, D.C. also became involved.   

86. Pursuant to the Plea Agreement, TKJP pleaded guilty to wire fraud in 

violation of 18 U.S.C. § 1343 and agreed to pay a criminal fine of $25 million, which was paid 

on March 29, 2017.  In addition, pursuant to the Plea Agreement and Restitution Order, TKJP is 

required to pay, directly or through its affiliates or subsidiaries, the Restitution Payments as 

follows:  (i) $850 million to automobile manufacturers, which amount must be paid within five 

(5) days after the closing of a sale of TKJP, which must occur by no later than February 27, 

201821 and (ii) $125 million to recompense individuals who suffered (or will suffer) personal 

injury caused by the malfunction of a PSAN Inflator, which amount was paid to the Offices on or 

around March 29, 2017, as required by the Plea Agreement. 

87. On April 6, 2017, pursuant to the Restitution Order, the District Court 

filed a Notice of Intent to Appoint Robert S. Mueller, III as “Special Master” to determine the 

proper administration and disbursement of the Restitution Payment.  The Debtors and their 

professionals spoke with Mr. Mueller and met with Mr. Mueller’s advisors to discuss, among 

other things, allocation issues with respect to the Restitution Funds, Restitution Fund mechanics, 

and coordinating noticing and other fund administration issues.  Shortly thereafter, Mr. Mueller 

accepted an appointment by the U.S. Department of Justice to serve as special counsel to oversee 

                                                 
21 Pursuant to the Plea Agreement, of the $850 million, $481,848,850 is to be paid to those automobile 
manufacturers who were defrauded in connection with their purchase of the PSAN Inflators and the remaining 
$368,151,150 is to be paid to all automobile manufacturers that purchased the PSAN Inflators from Takata or any of 
its subsidiaries, regardless of location.  
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an investigation into the current administration’s potential dealings with Russian officials and 

informed the District Court that he could no longer serve as the Special Master.  As of the date 

hereof, the District Court has not appointed a candidate to replace Mr. Mueller as Special Master.   

88. In connection with the Plea Agreement, TKJP agreed to implement an 

effective compliance program, including developing and promulgating compliance policies and 

procedures designed to reduce violations of data integrity and to appoint an independent 

compliance monitor for a period of three (3) years who will, among other things, assess and 

monitor Takata’s compliance with its legal and ethical obligations.  On or around April 27, 2017, 

the District Court appointed John Buretta, the Independent Monitor appointed pursuant to the 

Consent Order and the Coordinated Remedy Order, as the independent compliance monitor 

under the Plea Agreement.   

89. In exchange for the guilty plea of TKJP and the complete fulfillment of all 

obligations under the Plea Agreement and Restitution Order, the Offices agreed not to file 

additional criminal charges against TKJP or any of its direct or indirect affiliates, subsidiaries, or 

joint ventures based on the conduct underlying the guilty plea.  Notably, however, if TKJP fails 

to perform or fulfill its obligations under the Plea Agreement, Takata may be subject to criminal 

prosecution and additional fines and penalties, including criminal prosecution for conduct 

otherwise settled by way of the Plea Agreement.  As discussed above, the risk that the Plea 

Agreement could be rescinded, thereby subjecting TKJP and its affiliates (including TKH and 

the other Debtors) to criminal liability and additional fines and penalties, means that for any 

transaction to be successful, the Restitution Payments must be made, because no purchaser or 

sponsor, including the Plan Sponsor, was or would be willing to close a sale transaction without 

the assurance that the sale proceeds would be applied first to those obligations owed to the DOJ.  
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G. Takata Finalizes Marketing & Sale Process 

90. The entry of the Plea Agreement and Restitution Order was an important 

milestone in the marketing and sale process of the Takata enterprise as each of the potential 

sponsor candidates had previously indicated that resolution of the DOJ’s investigation of Takata 

would be an absolute prerequisite to consummation of any transaction.  In addition, the Plea 

Agreement and Restitution Order established both a ceiling on Takata’s criminal liability to the 

U.S. government and a floor for a proposed purchase price—at least $850 million—as the 

proposed purchasers have every incentive to ensure that the obligations owed by Takata under 

the Plea Agreement and Restitution Order are satisfied in full.   

91. Shortly after the announcement of the Plea Agreement, but prior to 

approval of the Plea Agreement and the entry of the Restitution Order, on January 13, 2017, an 

updated process letter was sent to the three (3) remaining candidates requesting final bids by 

January 25, 2017.  Only two (2) of the three (3) remaining sponsors submitted final bids (one (1) 

strategic and one (1) consortium).  At the end of January 2017, the Customer Group, certain 

additional OEMs, Takata management, the Steering Committee, and Takata’s advisors convened 

to discuss and evaluate the two (2) final proposals.  In addition, each of the remaining bidders 

met with the Customer Group and Takata’s advisors to negotiate further the terms of the bid.   

92. Following these discussions, on February 3, 2017, the Steering Committee 

recommended to Takata’s board of directors that it proceed with the bid submitted by the Plan 

Sponsor,22 without exclusivity, as it was the highest and best offer submitted for Takata’s assets 

by a significant margin.  In addition to the substantial purchase price (which exceeded the bid 

submitted by the other candidate by a significant margin), there was concern that the bid 

                                                 
22 The Plan Sponsor’s bid was that of the consortium.   
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submitted by the other remaining candidate faced substantial hurdles to secure certain regulatory 

approvals, which likely would result in a lengthy and uncertain review process by various 

governmental entities in multiple jurisdictions, could require significant asset dispositions in 

connection with the applicable antitrust approval, and potentially would not secure the necessary 

approvals.  Accordingly, Takata’s board of directors accepted the Steering Committee’s 

recommendation, and Takata and the Plan Sponsor continued on to final diligence and 

documentation of the transaction.   

93. The prepetition marketing and sale process led by Lazard with the support 

of Takata’s other advisors was comprehensive and robust, involving solicitation of interest from 

a diverse set of potential strategic and financial partners that would be capable of participating in 

Takata’s restructuring efforts.  For those potential purchasers that proceeded to diligence rounds, 

diligence was inclusive and thorough, including document review, discussions with Takata 

employees, and site visits, in each case, to the extent permitted by applicable antitrust law.  The 

Customer Group, which observed and participated in the prepetition marketing and sale process 

expressed collective support for the Plan Sponsor.  For many reasons, including, most 

importantly, the fact that no purchaser, whether strategic or financial, would be willing to 

participate in a transaction without clear support from their primary revenue source (i.e., the 

OEMs), the OEMs’ endorsement of the Plan Sponsor as their successful candidate is strong 

indication that the prepetition marketing and sale process produced the best result for Takata.   

94. Based on my own participation in the prepetition marketing and sale 

process and my discussions with Takata’s legal and financial advisors, I believe that the process 

was exhaustive and fair and was conducted with the goal of maximizing value for the Debtors 

and their stakeholders.  I do not believe that a postpetition marketing and sale process would 
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produce a better result for the Debtors or their stakeholders.  By contrast, a postpetition 

marketing and sale process would be costly, duplicative, and would be a waste of estate 

resources and time—both of which are extremely finite at this critical juncture with only eight 

(8) months left before the deadline to pay the remaining Restitution Payments to the Offices.  

Based on the duration and exhaustive nature of the prepetition marketing and sale process, as 

well as the complexity of the Debtors’ business and their significant existing and potential 

liabilities, I expect that the due diligence period alone for any potential purchaser participating in 

a postpetition marketing and sale process, excluding time required for structuring, negotiating, 

and documenting a new transaction, will gravely delay implementation of a restructuring 

transaction and jeopardize the Company’s ability to satisfy the Restitution Payments owed to the 

Offices on March 4, 2018, as well as the Company’s ability to comply with the NHTSA Orders 

and ensure the safe, stable supply of replacement kits to its Customers.  For these reasons, the 

Debtors do not intend to implement a postpetition marketing and sale process.  Instead, the 

Debtors intend to finalize and file the Chapter 11 Plan and other necessary Global Transaction 

Documents in short order and proceed towards plan confirmation in an expedited fashion to 

ensure a successful implementation of the Global Transaction, compliance with the Plea 

Agreement and Restitution Order, and ongoing supply of safe and quality Component Parts, 

including replacement kits, to the OEMs.  

H. Summary of Global Transaction 

95. Since selecting the Plan Sponsor as the successful bidder, Takata, the 

Consenting OEMs, and the Plan Sponsor have engaged in many months of substantive, good 

faith and, at times, protracted negotiations.  As noted at the outset, the parties are close to a fully 

executed deal that reflects the parties shared common goals of developing a consensual 
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transaction structure that will (i) ensure ongoing compliance with the NHTSA Orders, the Plea 

Agreement, and the Restitution Order, (ii) comply with the insolvency laws in applicable 

jurisdictions, including the confirmation standards set forth in section 1129 of the Bankruptcy 

Code, (iii) provide for the prompt emergence from the Insolvency Proceedings, and (iv) provide 

quality and safe Component Parts to the OEMs, including replacement kits.   

96. The framework for the Global Transaction is the product of certain 

conditions imposed by the Plan Sponsor and the Customer Group.  From the outset, the Plan 

Sponsor clearly indicated that it would not be willing to assume any liabilities, including 

contingent liabilities relating to pre- or post-closing production of PSAN Inflators, relating to the 

manufacturing of PSAN Inflators whether desiccated or non-dessicated, without a full indemnity 

from the OEMs.  The OEMs, unwilling to consent to blanket indemnity obligations, but in many 

instances, in need of ongoing and post-closing production of PSAN Inflators for either series 

production, replacement kits, or service parts, have been engaging in robust negotiations with the 

Plan Sponsor on the precise contours of their indemnification obligations and on methods to 

mitigate the Plan Sponsor’s exposure and reduce the need for a full indemnity.  To that end, and 

to satisfy the ongoing production needs of the OEMs as well as the ongoing recall obligations 

relating to PSAN Inflators, Takata, the Consenting OEMs, and the Plan Sponsor developed the 

PSAN Carve Out whereby all PSAN specific assets will be carved out or transferred, as 

applicable, into a separate company (i.e., Reorganized Takata) to produce PSAN propellant and 

PSAN Inflators post-closing.   

97. Against this backdrop, the parties have been negotiating the Global 

Transaction and the terms of the Global Transaction Documents, as described below, with a 
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particular focus on the Debtors’ proposed method for implementing the Global Transaction with 

respect to the Debtors and through these Chapter 11 Cases.23   

Sale of Non-PSAN Related Takata Assets 

98. It is anticipated that the Global Transaction will provide for a sale of 

substantially all of the assets of the Debtors, the Japanese Debtors, TAKATA Europe GmbH 

(“TK EUR”), TAKATA Aktiengesellschaft (“TKAG”), TAKATA Saschen GmbH (“TK 

Sachsen”), and potentially certain other Takata entities (collectively, the “Sellers”) except for 

certain Excluded Assets, including any equity interests in other Sellers, to the Plan Sponsor 

pursuant to a number of interdependent asset and stock purchase agreements (the “APAs”).   

99. As consideration for the assets sold to the Plan Sponsor under the APAs, 

the Plan Sponsor has agreed to a base purchase price of $1.588 billion, subject to certain 

adjustments, including a reduction for specified financial debt of the Company that is being 

assumed or paid by the Plan Sponsor at closing.  In addition to the purchase price, the Plan 

Sponsor has agreed to an “earn out” payment to Takata of up to $400 million depending upon 

achievement of certain financial metrics post-closing.   

The Chapter 11 Plan  

100. Consistent with the U.S. SAPA, it is anticipated that the Chapter 11 Plan 

will provide for the sale of substantially all of the Debtors’ assets, other than the Excluded 

Assets, to the Plan Sponsor and set forth the provisions for the establishment, governance, and 

operating terms of Reorganized Takata, which will continue to own and operate the PSAN 

Excluded Assets.   

                                                 
23 The descriptions of the Global Transaction set forth herein are preliminary and subject to change.  Accordingly, to 
the extent there is any conflict between the summaries of the Global Transaction as described herein and the terms 
of the Global Transaction Documents, the terms of the Global Transaction Documents shall control.  
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101. With respect to distributions to the Debtors’ prepetition creditors, the 

Chapter 11 Plan will provide for the treatment of all prepetition claims against each respective 

Debtor through the establishment and funding of certain recovery funds at each Debtor entity for 

the benefit of such entity’s creditors.  The sale proceeds allocated to each Debtor will be 

available for distribution to the recovery funds on a pro rata basis after satisfaction of closing 

expenses, negative purchase price adjustments, payment of the NHTSA fine, payment of any 

administrative or priority claims, including payment of the OEMs’ adequate protection claims, as 

well as after setting aside funds for various post-closing reserves for the capitalization of 

Reorganized Takata and the wind-down and administration of the Debtors’ estates, including 

claims resolution, in each case, as applicable.   

102. Prior to the Petition Date, Weil, on behalf of TKH, retained Thomas 

Vasquez of Ankura Consulting Group (“Ankura”) to provide certain consulting and analytical 

services, including estimating personal injury, wrongful death, or other similar claims arising out 

of or relating to an injury caused by non-desiccated or desiccated PSAN Inflators (the “PSAN 

PI/WD Claims”).  In particular, Ankura has analyzed and will provide an estimate of potential 

future PSAN PI/WD Claims against TKH in the U.S. and globally arising from (i) the sale of 

product prior to the Petition Date (treated under the Chapter 11 Plan as prepetition claims and 

channeled to a recovery fund), (ii) the sale of product after the Petition Date, but prior to the 

closing date (treated under the Chapter 11 Plan as administrative claims and for which amounts 

will be reserved), and (iii) the sale of product by Reorganized Takata (reserved for by 

Reorganized Takata).  The Debtors intend to file a motion to appoint a future claims 

representative (the “FCR”) to represent the interests of those claimants who will be injured in the 

future from a product sold prior to the closing date.   
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103. It is anticipated that the effectiveness of the Chapter 11 Plan will be 

conditioned upon, among other things:  (i) entry of an order by the Court confirming the Chapter 

11 Plan; (ii) approval of the JP Business Transfer and JP Plan by the Tokyo Court; (iii) payment 

of the outstanding Restitution Payments; (iv) all conditions precedent to the closing of the U.S. 

SAPA having been waived or satisfied; (v) execution of the Indemnification & Waiver 

Agreements (as defined herein); and (vi) receipt of any necessary regulatory or related approvals.   

Reorganized Takata and the PSAN Carve Out 

104. As noted above, under the proposed Global Transaction Structure, it is 

anticipated that the PSAN Excluded Assets will remain with Reorganized Takata, which will 

continue the manufacture and sale of PSAN Inflators until the later of (i) such time as the 

production of PSAN Inflators is no longer necessary to implement the terms of the NHTSA 

Orders or any other order by authorities related to recall and (ii) the earlier of (a) five (5) years 

after the effective date of the Chapter 11 Plan and (b) such time as production of PSAN Inflators 

is no longer necessary to comply with the terms of the Debtors’ existing contracts or newly 

executed contracts between Reorganized Takata and the PSAN Consenting OEM (as defined 

herein).  Takata currently manufactures PSAN Inflators in the following four (4) locations:  

Changxing, China (plant owned by TK (Changxing) Safety Systems Co., Ltd. (“TCX”)), 

Freiberg, Germany (plant owned by TK Sachsen), Moses Lake, U.S. (plant owned by TKH), and 

Monclova, Mexico (plant owned by TK DM).  In addition, all PSAN propellant is produced at 

the Moses Lake plant.  The PSAN Inflator assets in Germany, i.e., the Freiberg plant, are 

currently not expected to be transferred to Reorganized TK Holdings as production of PSAN 

Inflators at that plant is expected to be phased out by closing.   

105. In connection with the PSAN Carve Out, Reorganized Takata will 

continue to manufacture and sell PSAN Inflators to the OEMs directly and the Plan Sponsor will 
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assemble such PSAN Inflators into the modules at the direction of the OEMs and assemble the 

replacement kits.  In addition, Reorganized TK Holdings and the Plan Sponsor will enter into a 

transition services agreement (the “Transition Services Agreement”), also referred to as a 

“Buyer Support Agreement,” whereby the Plan Sponsor will provide Reorganized Takata with 

support and access to certain shared services and assets in order to facilitate the ongoing 

operations of Reorganized Takata (e.g., plant level accounting, IT services, purchasing).  

106. The parties anticipate that the Chapter 11 Plan will provide for the 

establishment of Reorganized Takata and the appointment of a plan administrator (the “Plan 

Administrator”) who will operate Reorganized Takata and supervise the manufacture, assembly, 

sale and/or distribution of the PSAN Inflators, and an oversight committee that is comprised of 

three (3) members (two (2) members selected by those Consenting OEMs who will require 

production of PSAN Inflators post-closing (the “PSAN Consenting OEMs”) and one (1) 

member selected by the Debtors (subject to the reasonable consent of a percentage of the PSAN 

Consenting OEMs to be determined by the PSAN Consenting OEMs, subject to Takata’s 

consent)), provided that such appointee is not an “insider” of Takata, the Consenting OEMs, or 

the Plan Sponsor.  On the effective date of the Chapter 11 Plan, the Debtors will set aside funds 

to provide for the initial capitalization for Reorganized Takata and the anticipated winddown 

costs of the Debtors’ estates.  The Reorganized Takata projections will ensure sufficient funds 

remaining for the payment of any future PSAN PI/WD Claim arising out of or relating to the 

post-closing production of PSAN Inflators by Reorganized Takata based on Ankura’s estimates.  

As demand for PSAN Inflators decreases, the employees of Reorganized Takata and the PSAN 

Excluded Assets will be transferred to the Plan Sponsor.  At the time of transfer and in exchange 
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for each PSAN Excluded Asset, the Plan Sponsor shall pay Reorganized Takata the amount 

designated in the U.S. SAPA.   

OEM Indemnification & Waiver Agreements 

107. In exchange for the Plan Sponsor’s participation in the Global Transaction 

and the post-closing production of PSAN Inflators by Reorganized Takata for the benefit of the 

Consenting OEMs (if applicable), it is anticipated that the Consenting OEMs will enter into 

separate agreements with the Plan Sponsor (the “Indemnification and Waiver Agreements”) to 

indemnify the Plan Sponsor for, among other things, certain claims relating to the manufacture 

and/or sale of PSAN Inflators.  

Accommodation Agreements 

108. Finally, as noted above, the Consenting OEMs have agreed in principle to 

enter into accommodation agreements to, among other things, provide Takata liquidity during the 

Insolvency Proceedings and to serve as a bridge to the closing of the Global Transaction and 

consummation of the Chapter 11 Plan.  Contemporaneously herewith, the Debtors have filed a 

motion seeking approval of the Global Accommodation Agreement.  Pursuant to the Global 

Accommodation Agreement, during the Chapter 11 Cases, the Customers will agree to provide 

the Debtors with, among other accommodations, (a) significant liquidity enhancement from the 

acceleration of payment terms on outstanding purchase orders from the Consenting OEMs’ 

standard payment terms; (b) restrictions on the Consenting OEMs’ ability to resource parts and 

programs to the Debtors’ competitors during the term of the Global Accommodation Agreement; 

(c) certain limitations on the Consenting OEMs’ ability to assert setoffs against the Debtors’ 

accounts receivable; and (d) a commitment from the Consenting OEMs to purchase raw 

materials and furnished goods at established prices in the event of certain trigger events.   
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109. In exchange for these accommodations, the Debtors will commit to 

continue to produce and deliver Component Parts to the Consenting OEMs and to provide other 

limited accommodations to safeguard the production of Consenting OEMs.  In exchange for 

agreeing to make payment on their outstanding accounts payable and forgo valuable rights of 

setoff, the Debtors will also agree to provide the Consenting OEMs adequate protection, 

including postpetition replacement liens, superpriority administrative expense claims, and other 

related protections with respect to the Debtors.  As is customary, the Debtors will further agree, 

pursuant to an access and security agreement, to provide the Consenting OEMs with limited 

rights to access and utilize the Debtors’ facilities and equipment in the event there is a continuing 

default under the Global Accommodation Agreement which has resulted in a substantial 

likelihood that a Consenting OEM’s production will be interrupted.  As noted above, the Global 

Accommodation Agreement will set forth certain milestone dates related to finalizing, executing, 

and filing the Global Transaction Documents, including a milestone date for finalizing the U.S. 

SAPA and RSA on July 17, 2017.  The failure to meet a milestone set forth in the Global 

Accommodation Agreement will constitute a breach thereunder entitling a requisite number of 

the Consenting OEMs to terminate the Global Accommodation Agreement.  

110. The accommodations embodied in the Global Accommodation Agreement 

are central to the Debtors’ ability to continue to operate during the Chapter 11 Cases.  Without 

the Consenting OEMs’ concessions provided for in the Global Accommodation Agreements, and 

the accommodation agreement in Japan, the Global Transaction would not be possible.   

The Japanese Proceeding 

111. As noted at the outset, contemporaneously hereto, the Japanese Debtors 

commenced a civil rehabilitation proceeding under the Civil Rehabilitation Act with the Tokyo 

Court.  The Japanese Debtors remain in place as debtors-in-possession; however, the Japanese 
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Proceedings are supervised by a court-appointed supervisor.  The Japanese Debtors are seeking 

to have their cases jointly administered by the Tokyo Court.  

112. The Japanese Debtors will seek approval to implement the Global 

Transaction and, in particular, to sell to the Plan Sponsor substantially all of the assets of the 

Japanese Debtors, other than those excluded assets identified in the stock and asset purchase 

agreement for the Japanese Debtors, free and clear of all liens, claims, and encumbrances, 

pursuant to sections 42 and 43 of the Civil Rehabilitation Act.  Following consummation of the 

JP Business Transfer, the Japanese Debtors will seek approval of the JP Plan.    

I. Impact on Ongoing Business and Need for Expedited Transaction 

113. The future of Takata has been in a period of uncertainty for over three (3) 

years.  During this period of uncertainty, Takata and its employees have gone to great lengths to 

protect and maintain ongoing operations and to preserve future operations.  Nevertheless, 

Takata’s Customers have de-sourced not only their airbag production needs, but also production 

for other automotive parts.  Indeed, although the PSAN Inflator issues are limited in scope and 

relate to only one product line, Takata’s entire business has suffered as a result of the recalls and 

the uncertainty of Takata’s future.  As discussed above, this is particularly concerning in the 

automotive industry where business is booked two (2) to three (3) years in advance.  The losses 

Takata is experiencing today will continue to be felt in the years to come.  Additionally, as is 

often the case with companies in distress, a number of the Debtors’ suppliers and vendors are 

contacting management and demanding changes in payment and credit terms.  Certain of the 

Debtors’ vendors have negotiated reduction in trade terms while others have demanded that the 

Debtors pay cash in advance as a condition for further deliveries.  Although the Debtors have 

been working diligently with their advisors to resolve open vendor issues and avoid supply chain 
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interruption, the actions taken by these vendors over the past year has further diminished the 

Debtors’ cash position.  For all of these reasons, the Debtors’ value is decreasing with time, to 

the detriment of all of its stakeholders.  Accordingly, finalizing and implementing the Global 

Transaction expeditiously is of the utmost importance and in the best interests of the Debtors and 

all of the Debtors’ stakeholders.   

V. 
 

Summary of First-Day Motions 

114. Contemporaneously herewith, the Debtors have filed (or will soon file) a 

number of motions and applications seeking various relief from the Court and authorizing the 

Debtors to maintain their operations in the ordinary course.24  Such relief is designed to ensure a 

seamless transition between the Debtors’ prepetition and postpetition business operations, 

facilitate a smooth reorganization through the Chapter 11 Cases, and minimize any disruptions to 

the Debtors’ operations, which is of critical importance in light of the Debtors’ ongoing 

obligations to supply replacement kits in connection with the ongoing recalls of PSAN Inflators.  

The following is a brief overview of the relief the Debtors intend to seek on the Petition Date to 

maintain their operations in the ordinary course. 

A. Motion of Debtors Pursuant to Fed. R. Bankr. P. 1015(b) for Entry of Order 
Directing Joint Administration of Chapter 11 Cases 

115. The Debtors are requesting entry of an order (i) directing joint 

administration of their Chapter 11 Cases for procedural purposes only pursuant to Rule 1015(b) 

of the Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules”) and (ii) providing that 

                                                 
24 Capitalized terms used in this Part of this Declaration and not defined herein shall have the meanings ascribed to 
them in the relevant First-Day Motion.  

Case 17-11375    Doc 19    Filed 06/26/17    Page 57 of 111 114



 
 

58 
RLF1 17750950V.1 

the Court maintain one file and one docket for all of the Debtors’ Chapter 11 Cases under the 

lead case, In re TK Holdings, Inc., et al. 

116. I understand that a court may order the joint administration of multiple 

chapter 11 cases where debtors are “affiliates” as defined in section 101(2) of the Bankruptcy 

Code.  Takata Americas owns a ninety-nine and six-tenths percent (99.6%) interest in TKH, and 

each of the other Debtors is a direct or indirect subsidiary of Takata Americas and TKH.  

Accordingly, I understand that the Debtors are “affiliates” and this Court is authorized to order 

joint administration of their estates.  Joint administration of the Chapter 11 Cases will allow for 

the efficient and convenient administration of the Debtors’ interrelated chapter 11 cases, will 

yield significant cost savings, and will not prejudice the substantive rights of any party in 

interest. 

117. The Debtors operate as an integrated business with common ownership 

and control.  The Debtors also share a number of financial and operational systems.  As a result, 

many of the motions and orders that will be filed and entered in the Chapter 11 Cases almost 

certainly will affect each Debtor.  The entry of an order directing joint administration of the 

Chapter 11 Cases will reduce fees and costs by avoiding duplicative filings and objections and 

will allow all parties in interest to monitor the Chapter 11 Cases with greater ease and efficiency.  

I believe the relief requested in this motion is in the best interests of the Debtors’ estates, their 

creditors, and all other parties in interest, and will enable the Debtors to continue to operate their 

businesses in chapter 11 with minimal disruption. 

B. Application of Debtors Pursuant to 28 U.S.C. §§ 156(c), 11 U.S.C. § 105(a), and 
Local Rule 2002-1(f) for an Order Appointing Prime Clerk LLC as Claims and 
Noticing Agent 

118. By this application, pursuant to section 156(c) of title 28 of the United 

States Code, section 105(a) of the Bankruptcy Code, and Rule 2002-1(f) of the Local Rules of 
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Bankruptcy Practice and Procedure of the United States Bankruptcy Court for the District of 

Delaware (the “Local Rules”), the Debtors are requesting entry of an order appointing Prime 

Clerk as the Claims and Noticing Agent for the Debtors and their Chapter 11 Cases, including 

assuming full responsibility for the distribution of notices and the maintenance, processing, and 

docketing of proofs of claim filed in the Chapter 11 Cases.  Although the Debtors have not yet 

filed their schedules of assets and liabilities, they anticipate that there will be in excess of 80,000 

entities to be noticed.  In view of the number of anticipated claimants and the complexity of the 

Debtors’ businesses, I believe that the appointment of Prime Clerk as claims and noticing agent 

is in the best interests of both the Debtors’ estates and their creditors. 

C. Motion of Debtors Pursuant to 11 U.S.C. §§ 105, 361, 362, 363, 503, and 507 and 
Fed. R. Bankr. P. 2002, 4001, 6003, 6004, and 9014 for Entry of Order 
(i) Authorizing Debtors to Enter into Accommodation Agreement with Certain 
Customers, (ii) Granting Adequate Protection to Certain Consenting OEMs in 
Connection Therewith, (iii) Modifying the Automatic Stay to Implement and 
Effectuate the Terms of the Interim Order, and (vi) Scheduling a Final Hearing 

119. By this motion, pursuant to sections 105, 361, 362, 363, 503, and 507 of 

the Bankruptcy Code, Bankruptcy Rules 2002, 4001, 6003, 6004, and 9014, and Local Rule 

4001-2, the Debtors are requesting entry of interim and final orders: (i) authorizing the Debtors 

to enter into (a) the Global Accommodation Agreement, and (b) the Access Agreement; 

(ii) granting adequate protection to the Secured Accommodation Parties in connection therewith; 

(iii) modifying the automatic stay imposed under section 362 of the Bankruptcy Code to the 

extent necessary to implement and effectuate the relief requested therein; and (iv) scheduling a 

final hearing.   

120. The Global Accommodation Agreement, which the Debtors and the 

Consenting OEMs have agreed to in principle, is one of the lynchpins of the success of the 
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Global Transaction and the Debtors’ contemplated chapter 11 plan.25  It is my understanding that 

the Global Accommodation Agreement will provide hundreds of millions of dollars in needed 

liquidity for the Debtors and foster customer loyalty and confidence.  In exchange for the 

valuable accommodations and liquidity enhancements the Consenting OEMs will be providing, 

including agreeing to forbear from exercising setoffs against their existing accounts payable to 

the Debtors, the Debtors will be agreeing to continue to manufacture and supply parts and 

replacement kits during the Chapter 11 Cases and to provide adequate protection, including 

replacement liens and superpriority claims, to those Consenting OEMs that have outstanding 

prepetition amounts owed to the Debtors in respect of Component Parts or services provided by 

the Debtors under the Purchase Orders (such outstanding amounts, the “Customer Accounts”, 

and the Consenting OEMs with Customer Accounts, the “Secured Accommodation Parties”).  It 

is my understanding that the Debtors will also be entering into an Access Agreement, which I 

understand to be customary in the automotive industry, to provide the Consenting OEMs with 

limited rights to access and utilize the Debtors’ facilities and equipment in the event there is a 

continuing default under the Global Accommodation Agreement that results in a substantial 

likelihood that a Consenting OEM’s production will be interrupted.  A more detailed summary of 

the terms and conditions of the Accommodation Agreements, as agreed to in principle by the 

parties, is set forth in the motion.  I believe that approval of the Global Accommodation 

Agreement is in the best interest of the Debtors, their estates, and their stakeholders. 

121. As described above, during the course of the lengthy negotiations with the 

Customer Group and the Plan Sponsor, the Debtors’ liquidity has declined.  Substantial 

                                                 
25 As described above, the parties contemplate that the Global Accommodation Agreement will be an agreement 
between Takata affiliates across the globe, other than the Japan Debtors, as well as Consenting OEMs from around 
the world; however, the parties have until July 7, 2017 to sign on to the agreement. 
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indemnification and recall expenses, mounting professional fees and expenses, and significant 

contraction from the Debtors’ suppliers and vendors have combined to have a negative impact on 

the Debtors’ financial position and created certain near-term liquidity needs.  Furthermore, due 

to the Customer Group’s significant contribution and indemnification claims and rights of setoff 

against the Debtors’ receivables, the Debtors’ ability to continue as going concern was (and is) 

dependent on the Consenting OEMs’ collective agreement to forbear enforcing those rights. 

122. The Secured Accommodation Parties’ Prepetition Setoff Rights give those 

parties the right to withhold payments from the Debtors at the outset of the cases.  Consequently, 

in planning their restructuring, the Debtors faced two liquidity challenges: (i) a near term 

liquidity need if the Secured Accommodation Parties sought to exercise their prepetition rights of 

setoff on account of their Customer Accounts, and (ii) assuming the Secured Accommodation 

Parties were willing to continue paying the Debtors in the ordinary course of business, liquidity 

projections showing the Debtors’ cash reserves declining below the Debtors’ minimum cash 

amount beginning in late 2017.  With respect to this second liquidity challenge, absent additional 

financing, it is my understanding that the Debtors will fall below their minimum cash 

requirements later this year and will require approximately $100,000,000 in additional liquidity 

through February of 2018. 

123. Although the Debtors initially considered traditional debtor-in-possession 

financing for the Chapter 11 Cases, as negotiations with the Customer Group progressed, it 

became clear that the Debtors’ financing needs could be satisfied through (i) the Secured 

Accommodation Parties agreeing to continue paying the Debtors’ invoices in the ordinary course 

of business at the outset of the cases, and (ii) a simple acceleration of existing accounts payable 

later in the case, in each case combined with other standard industry accommodations.  
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Financing the Chapter 11 Cases in this manner would allow the Debtors to avoid having to pay 

the substantial fees and expenses associated with a third-party DIP financing.  In addition, the 

Consenting OEMs and the Debtors agreed that introducing another party to this complex and 

fluid situation would only further complicate an already significantly complicated transaction 

and negotiation. 

124. Approval of the Global Accommodation Agreement is critical, as it 

represents the Debtors’ lifeline in four (4) respects: (i) it will ensure that the Debtors’ near-term 

liquidity needs will be met by the Secured Accommodation Parties’ agreement forebear from 

exercising their right to setoff and release the Customer Accounts to the Debtors; (ii) it will 

ensure the Debtors’ longer-term liquidity needs will be met by providing for an acceleration of 

receivables as needed in accordance with the Budget; (iii) it will provide other valuable industry-

standard accommodations, such as the setoff and resourcing limitations, that will further support 

the Debtors’ stability throughout the Chapter 11 Cases; and (iv)  together with the JP 

Accommodation Agreement, it will convey an important message of customer support and 

stability to the market. 

125. The Global Accommodation Agreement represents significant value to the 

Debtors, unlocking nearly $300,000,000 in near term liquidity through the waiver of setoff, and 

ensuring that the Secured Accommodation Parties will, later in the Chapter 11 Cases, accelerate 

over $100,000,000 in order to safeguard the Debtors operations continue and the Global 

Transaction can be consummated.  These benefits alone, without even considering the other 

valuable accommodations and message of stability to the market, far outweigh the minimal costs 

and burdens associated with the Global Accommodation Agreement.  I believe that absent the 

additional accommodations to be provided under the Global Accommodation Agreement, the 
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Debtors would lack the liquidity to maintain key business relationships with vendors, suppliers, 

and customers, provide working capital to operate during the Chapter 11 Cases, and effectively 

implement the Global Transaction. 

D. Motion of Debtors Pursuant To 11 U.S.C. §§ 105(A), 345(B), 363(B), 
363(C), 364(A), and 503(B) and Fed. R. Bankr. P. 6003 and 6004 for Entry of 
Interim and Final Orders (I) Authorizing Debtors to (A) Continue 
Their Existing Cash Management System, (B) Honor Certain Prepetition 
Obligations Related to the Use Thereof, (C) Provide Certain Postpetition Claims 
Administrative Expense Priority, (D) Continue Intercompany Funding of Certain 
Non-Debtors, and(E) Maintain Existing Bank Accounts and Business Forms; 
And(II) Extending Time to Comply With Requirements Of 11 U.S.C. § 345(B) 

126. By this motion, the Debtors are requesting interim and final authority, 

pursuant to sections 105(a), 346(b), 363(b), 363(c). 364(a), and 503(b) of the Bankruptcy Code 

and Bankruptcy Rules 6003 and 6004, to (i)(a) continue operating their existing cash 

management system (the “Cash Management System”), including the continued maintenance of 

existing bank accounts (the “Bank Accounts”) at the existing banks (the “Banks”) consistent 

with their prepetition practices, (b) honor certain prepetition obligations related to the Cash 

Management System, (c) provide certain postpetition claims administrative expense priority, 

(d) continue intercompany funding of certain Non-Debtor Affiliates consistent with their 

prepetition practices and as described in the Cash Management Motion and, (e) maintain existing 

business forms; and (ii) extend the time to comply with the requirements of section 345(b) of the 

Bankruptcy Code to the extent they apply to any of the Debtors’ Bank Accounts on an interim 

basis, and, subject to a final order, waiving such requirements.   

127. As described in the motion, the Debtors support their operations by using 

a complex Cash Management System to collect, concentrate, and disburse funds generated by the 

manufacture and sale of a broad range of automotive safety and non-safety products.  The Cash 

Management System provides the Debtors with efficiencies in (i) funding their operations and 
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the operations of certain Non-Debtor Affiliates, (ii) monitoring and forecasting their cash needs, 

(iii) tracking the collection and disbursement of funds, and (iv) maintaining control over the 

administration of their Bank Accounts. 

128. It is my understanding, based on conversation with personnel in the 

Debtors’ treasury department (the “Treasury Staff”), that the Cash Management System is 

divided into two centralized sub-systems.  The first cash management sub-system (the “U.S. 

Cash Management System”) is for TKH, Takata Americas, TK Finance, LLC, TK China, Takata 

Protection Systems Inc., Interiors in Flight Inc., TK Mexico Inc., and TK Mexico LLC 

(collectively, the “U.S. Debtors”) and their U.S. Non-Debtor Affiliates Highland, SynTec, and 

ALS, Inc. (“ALS” and the U.S. Debtors, Highland, Syntec, and ALS, collectively, the “U.S. 

Cash Management Entities”).  The second cash management sub-system (the “Mexican Cash 

Management System”) is for TK Holdings de Mexico, Industrias Irvin, TK DM, and SMX (TK 

Holdings de Mexico, Industrias Irvin, TK DM, and SMX, collectively, the “Mexican Debtors”) 

and their Mexican Non-Debtor Affiliates Equipo Automotriz S.A. de C.V. (“Equipo) and 

Falcomex S.A. de C.V. (“Falcomex”, and the Mexican Debtors, Equipo, and Falcomex, 

collectively, the “Mexican Cash Management Entities”, and the Mexican Cash Management 

Entities together with the U.S. Cash Management Entities, collectively, the “Cash Management 

Entities”).   

129. Although much of the Debtors’ Cash Management System is automated, 

personnel in the Treasury Staff monitor the system and manage the proper collection and 

disbursement of funds.  Given the substantial economic scale of the Debtors’ business 

operations, I believe that any disruption to the Cash Management System could significantly 
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interfere with the Debtors’ businesses, impede a successful reorganization, and potentially 

threaten the Global Transaction. 

130. The U.S. Cash Management System.  It is my understanding that the U.S. 

Cash Management System is comprised of approximately fifty-six (56) Bank Accounts and is 

divided into fifteen (15) operating divisions (the “Cash Management Divisions”) 

131. Cash Collection.  I understand that the U.S. Cash Management Entities’ 

primary source of income derives from the direct and indirect sale of their broad range of 

automotive safety and non-safety products.  The revenues and receipts of these entities enter the 

U.S. Cash Management System through several transfer methods, including check, wire transfer, 

and automated clearing house (“ACH”) payment.  Depending on the type of transfer method and 

the source of the payment, funds may go to one of several collection accounts.  Certain Cash 

Management Divisions have a lockbox account (a “Lockbox Account”) to receive checks.  ACH 

and wire transfers are received directly by concentration accounts (each, a “Concentration 

Account”) utilized by the Cash Management Divisions.  In addition, certain of the Debtors 

receive management fees and certain other amounts from affiliates through direct transfers to 

their Concentration Account. 

132. Cash Concentration.  I further understand that all of the collections of the 

U.S. Cash Management Entities are ultimately transferred into a centralized Concentration 

Account held by TKH (the “U.S. Master Account”), which functions as a centralized repository 

of cash in the U.S. Cash Management System.  On a daily basis, funds from every account at 

each Cash Management Division, including the Lockbox Accounts, if applicable, are 

automatically transferred (or “swept”) into that Cash Management Division’s Concentration 
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Account.  The funds in each Cash Management Division’s Concentration Account is, in turn, 

manually swept periodically into the U.S. Master Account.  

133. Cash Disbursements.  The majority of payments made from the U.S. 

Cash Management System, including payroll, employee health and welfare benefits, wire 

transfers, tax payments, and operating expenses, are made through each Cash Management 

Division’s Concentration Account.  In addition, the Debtors maintain a limited number of 

specialized disbursement accounts (each, a “Disbursement Account” and, collectively, the 

“Disbursement Accounts”).  When a disbursement is planned and the relevant Cash 

Management Division does not have sufficient cash on hand, that Cash Management Division’s 

Concentration Account is funded with sufficient cash from the U.S. Master Account. 

134. Payroll.  The Cash Management Divisions at the U.S. Cash Management 

Entities typically use their Concentration Accounts for payroll and other related expenses.  The 

Debtors process their payroll in-house using a payroll system known as Infinium.  Certain 

employees are paid directly from the divisional Concentration Account via direct deposit.  The 

Debtors also pay various payroll related expenses, including employee benefits, from the 

divisional Concentration Accounts via either wire transfer or ACH payment.  There are five (5) 

Cash Management Divisions that maintain special-purpose Disbursement Accounts for payroll 

and other related expenses that need to be paid by check; however, these accounts are rarely 

used.  When they are needed, these special-purpose accounts are funded directly from the 

relevant Cash Management Division’s Concentration Account.  

135. Manager Accounts.  The U.S. Cash Management Entities maintain 

special-purposes Disbursement Accounts at certain Cash Management Divisions for limited 

payments made by checks written by authorized managers to certain trade vendors, suppliers, 
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and other holders of accounts payable at the discretion of the manager (the “Manager 

Accounts”).  The Manager Accounts are manually funded from the relevant Cash Management 

Division’s Concentration Account up to the relevant manager’s approved spend amount 

(typically $10,000) upon request of the relevant manager. 

136. Petty Cash Accounts.  The U.S. Cash Management Entities maintain a 

Disbursement Account at each Cash Management Division for unanticipated operating expenses 

and check requests (the “Petty Cash Accounts”) as well as small amounts of cash on hand at the 

U.S. Entities’ plants and facilities.  The Petty Cash Accounts are non-zero balance accounts and 

maintain nominal cash balances.   

137. Additional Payment Methods and Other Accounts.  The U.S. Cash 

Management Entities use certain additional cash management tools in support of the ordinary 

course operation of their businesses, including the Corporate Credit Card Program (as defined 

herein), the Currency Exchange Account (as defined herein), and the Pledged Comerica Account 

(as defined herein). 

138. Corporate Credit Card Program.  The Debtors maintain corporate credit 

card programs with American Express, Comerica, and Bank of America (the “Corporate Credit 

Card Program”) in the ordinary course of business.  The Corporate Credit Card Program 

provides a convenient way to allow employees to make purchases for the business where a wire, 

check, or ACH payment is not possible or is otherwise inconvenient.  In addition, the Debtors’ 

procurement group uses specialized purchasing cards to purchase various supplies, consumables, 

and off-the-shelf parts.  The Corporate Credit Card Program consists of sixty-eight (68) 

American Express corporate, purchasing, and travel cards, forty-eight (48) Comerica corporate 

cards, and one (1) Bank of America corporate card.  The average monthly expenses associated 
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with the Corporate Credit Card Program for the U.S. Cash Management Entities are 

approximately $850,000.   

139. TKH and Highland each maintain a certificate of deposit with American 

Express Bank (the “Amex Bank CDs”) to secure their obligations to American Express in 

respect of their corporate, purchasing, and travel cards.  The Amex Bank CD at TKH is for a 

principal amount of $600,000.  The Amex Bank CD at Higland is for a principal amount of  

$750,000. 

140. Currency Exchange Account.  TKH maintains a currency exchange 

account (the “Currency Exchange Account”) at Bank of Tokyo Mitsubishi UFJ (“BTMU”) for 

the specific purpose of converting foreign currencies (primarily Euros) into U.S. Dollars.  Such 

swaps are priced at a market rate set by BTMU on the day of the trade.  TKH performs these 

trades in the ordinary course of business to convert Euro denominated receipts from one of the 

Debtors’ European affiliates, TK Sachsen, into U.S. Dollars before they are transferred to the 

U.S. Master Account.  TKH does not use these transactions to hedge against fluctuations in 

currency prices. 

141. The Comerica Pledged Account.  TKH granted a security interest to 

Comerica Bank (“Comerica”) in one of its Concentration Accounts (account number ending in 

3869-5) maintained at Comerica, which has a balance of approximately $1,450,000 

(the “Pledged Comerica Account”) to secure all obligations of TKH to Comerica, including 

without limitation obligations with respect to corporate credit cards issued by Comerica and 

reimbursement obligations with respect to a letter of credit issued by Comerica for the account of 

TKH in relation to certain surety bonds described in more detail in the Debtors’ motion to 

continue its insurance programs filed contemporaneously herewith.  In accordance with its 
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agreements with Comerica, TKH may not withdraw any funds from the Pledged Comerica 

Account without the prior written consent of Comerica. 

142. The Mexican Cash Management System.  The Mexican Cash Management 

System is comprised of thirty-nine (39) Bank Accounts and is divided into six (6) operating 

divisions – one division for each Mexican Cash Management Entity (the “Mexican Cash 

Management Divisions”).   

143. Cash Collection.  My understanding is that the Mexican Entities two 

primary sources of income are (i) the sale of a broad range of automotive safety and non-safety 

products to the Mexican affiliates and subsidiaries of the OEMs and (ii) the fees charges by TK 

DM, Equipo, and Industrias Irvin (collectively, the “Maquiladoras”) to TKH for their provision 

of assembly services to TKH (the “Maquiladora Fee”).  The Maquiladora Fee represents the 

Maquiladora’s costs to assemble TKH’s products, including all labor, real estate, and capital 

costs, plus a modest margin.  The Mexican Cash Management Entities’ revenues and receipts 

enter the Mexican Cash Management System through several transfer methods, including check, 

wire transfer, and ACH payment and are received directly into each Mexican Cash Management 

Division’s Concentration Account. 

144. Cash Concentration.  All of the collections of the Mexican Cash 

Management Entities are ultimately transferred into a centralized Concentration Account held by 

TK Holdings de Mexico (the “Mexican Master Account”), which functions as a centralized 

repository of cash in the Mexican Cash Management System.  Funds are swept on a daily basis 

from every account at each Mexican Cash Management Division into the Mexican Master 

Account.  In addition to the Mexican Master Account, the Mexican Debtors also maintain an 

investment account at TK Holdings de Mexico where excess cash is invested in a money-market 
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fund for the benefit of the Mexican Entities.  Proceeds of such investment activities are allocated 

to each Mexican Cash Management Entity according to its net positive balance in the Mexican 

Cash Management System. 

145. Cash Disbursements.  The majority of payments made from the Mexican 

Cash Management System, including payroll, employee health and welfare benefits, and 

operating expenses, are made through several different Disbursement Accounts.  The 

Disbursement Accounts are automatically funded on a transaction basis from the Mexican 

Master Account in an amount equal to the payments made from the Disbursement Accounts for 

that day.  In certain situations, where it is more convenient, disbursements are made directly 

from the Mexican Master Account. 

146. Payroll.  The Mexican Cash Management Entities maintain special-

purpose disbursement accounts (each, a “Payroll Account”) for payroll and other related 

expenses.  The Payroll Accounts are zero-balance accounts.  The Mexican Debtors process their 

payroll in-house through a system known as “Giro,” and employees are paid directly from the 

Payroll Account via direct deposit or check.  The Mexican Debtors also pay various payroll 

related expenses, including employee benefits, from the Payroll Account via either wire transfer 

or ACH payment. 

147. A/P Accounts.  The Mexican Cash Management Entities maintain A/P 

Accounts, which are zero-balance accounts.  The payments paid out of the A/P Accounts are 

funded on a transaction basis.  

148. Petty Cash.  The Mexican Cash Management Entities maintain nominal 

amounts of petty cash onsite at their operating facilities in a lockbox or safe.   
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149. The Mexico Savings Fund.  The Debtors allow eligible employees to 

contribute up to ten percent (10%) of their monthly pre-tax income into an escrowed account 

established by the Mexican Debtors for the benefit of the contributing employees (the “Mexico 

Savings Fund”).  The Mexican Debtors match employee contributions to the Mexico Savings 

Fund up to a maximum of twice Mexico’s monthly minimum wage, and participating employees 

may withdraw amounts from the Mexico Savings Fund on an annual basis.   

150. Intercompany Transactions and Claims.  As noted above, in the ordinary 

course of business, the Debtors maintain business relationships between and among affiliated 

Debtors and also with the Non-Debtor Affiliates.  These business relationships generate 

Intercompany Claims from a variety of Intercompany Transactions.  The Intercompany Claims 

are tracked on a net basis on a schedule of intercompany balances (such Intercompany Claims, as 

netted, the “Intercompany Balances”, and the schedule where Intercompany Balances are 

tracked, the “Intercompany Balance Schedule”).  Certain Intercompany Transactions between 

and among the U.S. Cash Management Entities and Mexican Cash Management Entities are 

typically cash settled (e.g., purchases of product or charges for services rendered), while others 

(e.g., shared services, short term intercompany loans) are accrued on the Intercompany Balance 

Schedule and only cash settled when it is deemed convenient or necessary by the Treasury Staff.   

151. The Debtors engage in four (4) primary categories of Intercompany 

Transactions: (i) transactions among the Cash Management Entities within each of the U.S. and 

Mexico, other than intercompany vendor transactions; (ii) transactions between TKH and the 

Mexican Cash Management Entities, other than intercompany vendor transactions; and 

(iii) transactions between the U.S. Cash Management Entities and their international affiliates, 
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including TKJP, other than intercompany vendor transactions, and (iv) intercompany vendor 

transactions.   

152. Intercompany Transactions Between Cash Management Entities.  A 

variety of Intercompany Transactions occur in the ordinary course of business between and 

among the Cash Management Entities (the “Intercompany Cash Management Transactions”), 

including intercompany allocations, intercompany services, disbursements, intercompany sale of 

product, and other transactions.   

153. Intercompany Allocations.  In the ordinary course of business, certain 

expenses are allocated from one Cash Management Entity, both Debtor and non-Debtor, to the 

other.  These include allocations for items such as building rent, IT, and certain other day-to-day 

intercompany expenses. 

154. Intercompany Services.  In the ordinary course of business, certain of the 

Cash Management Entities provide services for various Debtor and Non-Debtor Affiliates.  For 

example, TKH charges Highland management fees of approximately $115,000 per month for 

shared administrative services.  Such fees accrue monthly and are billed quarterly, with 30-day 

terms.  In addition, in the ordinary course of business, TK Holdings de Mexico charges each of 

the other Mexican Cash Management Entities a management fee for its provision of a variety of 

centralized administrative services for the Mexican Entities. 

155. Disbursements.  In certain situations, one U.S. Cash Management Entity 

will make disbursements on behalf of another U.S. Cash Management Entity or one Mexican 

Cash Management Entity will make disbursements on behalf of another Mexican Cash 

Management Entity.  When such a payment is made, an intercompany payable is created 

between the two entities. 
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156. Other Transactions.  Certain other Intercompany Transactions are tracked 

among the Cash Management Entities, including short and long term intercompany loans, and 

intercompany payables and receivables booked on account of asset transfers among the entities.  

For example, one North American Cash Management Entity may transfer a piece of equipment 

to another North American Cash Management Entity, which would generate an intercompany 

account payable on the books of the transferee and an intercompany payable on the books of the 

transferor.  Another example is TKH’s intercompany funding support for Syntec in the ordinary 

course of business at certain times of the year when Syntec’s business slows down (typically 

June and July).  On an annual basis, Syntec is typically profitable and its value accretes to TKH. 

157. Intercompany Transactions Between TKH and the Mexican Cash 

Management Entities.  In the ordinary course of business, TKH transacts with the Maquiladoras 

for the production and assembly of component parts (the “Maquiladora Transactions”).  TKH 

arranges to have raw materials and sub-assemblies it owns shipped to the Maquiladoras, which 

assemble and process the components to produce larger sub-assemblies, and, in some cases, 

finished goods, which in all cases remain the property of TKH.  In exchange for these services, 

the Maquiladoras each charge TKH a Maquiladora Fee, which total approximately $25,000,000 

per month.  As of the Petition Date, TKH owes the Maquiladoras approximately $43,500,000 in 

accrued and unpaid Maquiladora Fees.  The Maquiladora arrangement is common in the 

automotive industry, confers certain tax benefits, and allows TKH to have its products assembled 

as cost-efficiently as possible.  Each of Takata’s Maquiladora entities, Equipo, Industrias Irvin, 

and TK DM, have a special “IMMEX authorization,” which authorizes those entities to operate 

manufacturing facilities with the Maquiladora status. 
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158. The Maquiladora Fees are cash settled in the ordinary course of business, 

and are a critical part of the Debtors’ ability to continue operating in the ordinary course of 

business.  The Maquiladora Fee is essentially a formulaic fee of the “cost” of providing the 

assembly services plus three percent (3%).  Without the Maquiladora Fees paid by TKH, the 

Maquiladora entities would not be able to pay their employees or fund their operations. 

159. The Maquiladora Transactions enable TKH to manufacture and assemble 

product on a cost-efficient basis.  As such, continuation of the Maquiladora Transactions 

postpetition in the ordinary course is warranted.   

160. Moreover, and any disruption to the ordinary course payment of the 

Maquiladora Fee would have a disastrous effect on the Debtors’ businesses.  As explained above, 

the Maquiladoras obtain all of their funding from TKH.  Simply put, without the payment 

Maquiladora Fees, the Maquiladoras would not be able to pay their employees or continue their 

operations.  As the operations of the Maquiladoras exist solely to provide critical manufacturing 

and assembly services to the Debtors, the Debtors’ ability to supply their Customers would be 

severely interrupted if the Maquiladoras were to shut down.  With over twenty thousand 

employees located in Mexico, a disruption in Mexico would almost certainly threaten the 

Debtors’ ability to continue operating in the ordinary course of business elsewhere in North 

America, and it is highly likely that a severe disruption in Mexico would cascade and trigger a 

series of events that would likely threaten the Global Transaction. 

161. In addition, TKH also benefits from paying these amounts because the 

value of all three (3) Maquiladoras (two (2) of which are Debtors) ultimately flows up to TKH.  

As such, I believe that continuation of the Maquiladora Transactions and payment of the 

Maquiladora Fees are warranted. 
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162. Intercompany Transactions with International Non-Debtor Affiliates.  

The Debtors also transact business with their global affiliates, including TKJP.  These 

transactions include intercompany loans (the “Intercompany Loans”), as well as more ordinary 

course transactions (the “Intercompany International Transactions”), such as the provision of 

engineering services between regions, and allocations of insurance and IT expense.  Longer term 

Intercompany Loans are typically documented in a formal note or loan agreement, while the 

ordinary course Intercompany International Transactions are recorded as Intercompany Balances 

on the Intercompany Balance Schedule. 

163. The Debtors and certain of their international Non-Debtor Affiliates 

engage in ordinary course Intercompany International Transactions, including the provision of 

engineering services and shared services.  The Debtors believe that the continuation of such 

transactions, which enables the Debtors and their affiliates to provide key services to one another 

and share services on an efficient and fair basis, provides value to them and their affiliates and 

should be permitted to continue in the ordinary course.  The justifications for these transactions 

are similar to those for the Intercompany Cash Management Transactions described above.  The 

Debtors are not seeking authority to continue to enter into Intercompany Loans with their 

international Non-Debtor Affiliates or to pay any prepetition claims of such affiliates (except in 

connection with the International Vendor Transactions described below). 

164. Intercompany Vendor Transactions.  Given the global nature of the 

Debtors’ businesses, the Debtors purchase goods, services, and vital components from certain 

Non-Debtor Affiliates, including Highland and TKJP on a regular basis (the “Intercompany 

Vendor Transactions”).   
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165. Before accounting for setoffs, the Debtors owe Non-Debtor Affiliates 

$23,000,000 on account of goods sold to the Debtors in the twenty (20) days prior to the Petition 

Date.  This total includes approximately $9,000,000 owed to Highland, $10,000,000 owed to 

TKJP, approximately $1,500,000 owed to TKH’s Brazilian Non-Debtor affiliate Takata Brasil 

S.A., and approximately two million five hundred thousand dollars $2,500,000 owed to the 

Debtors’ European and Asian Non-Debtor affiliates (excluding Japan).  Payment of these 

amounts is necessary to ensure that those entities are able to continue operating in the ordinary 

course of business while the Global Transaction is consummated.   

166. The Debtors have communicated with their Non-Debtor Affiliates and 

carefully evaluated what amounts related to the intercompany sale of product in the twenty (20) 

days before bankruptcy are actually necessary to be paid on an interim basis in order to avoid 

irreparable harm to the Debtors’ businesses.  The outcome of those discussions is that the 

Debtors can defer $18,500,000 to a final order, and are only seeking to pay on an interim basis, 

in the ordinary course of business as invoices come due, up to $4,500,000 to Highland on 

account of goods sold to TKH in the twenty (20) days before the petition.  Payment of these 

limited amounts is critical to support Highland’s ability to continue to operate in the ordinary 

course of business, and although Highland is a Non-Debtor Affiliate, it is a solvent wholly 

owned subsidiary of TKH and therefore its value ultimately flows up to TKH.  In addition, 

Highland is a net contributor to the Cash Management System. 

167. Because of the centralized nature of the Debtors’ payment systems, the 

Debtors’ operations would be severely impaired if they were not able to continue making 

Intercompany Transactions in the ordinary course of business consistent with past practices.  In 

particular, product purchases from global affiliates are a critical component of the Debtors’ 
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global supply chain, and the inability to buy products from, and sell products to, the Debtors’ 

global affiliates would create significant supply disruptions. 

168. The Debtors’ failure to continue purchasing goods from their Non-Debtor 

Affiliates consistent with past practices will impair the ability of the Non-Debtor Affiliates to 

meet their obligations and, in certain cases, would put the Non-Debtor Affiliates out of business.  

The value of the Non-Debtor Affiliates, both generally and to the Debtors, would decline. The 

component parts and supplies sold to the Debtors by their Non-Debtor Affiliates are critical to 

the Debtors’ ability to manufacture automotive safety products for their Customers.  Any 

disruption of parts to the Debtors as a result of the Non-Debtor Affiliates not being able to satisfy 

their obligations could result in a disruption of the Debtors being able to supply product to the 

OEMs, leading to significant damages and entitling the OEMs to assert further significant claims 

against the estates.  A failure to supply component parts to the Debtors customers could also 

potentially result in the termination of the valuable liquidity enhancements and accommodations 

that the Debtors’ customers have agreed in principle to provide to the Debtors during the Chapter 

11 Cases.  These circumstances could severely impair, if not derail, the Global Transaction to the 

detriment of all stakeholders, including the creditors and all parties in interest in these Chapter 11 

Cases. 

169. Bank Fees.  In the ordinary course of business, the Debtors incur and pay, 

honor, or allow to be deducted from the appropriate Bank Accounts certain service charges and 

other related fees, costs, and expenses charged by the Banks (collectively, the “Bank Fees”).  To 

the extent the balance in the applicable Bank Account decreases below a threshold amount 

established by the applicable Bank, the Debtors may incur additional fees for sending and 

receiving wire transfers, clearing checks, ACH transfers, and other transactions.  I understand 
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that the Debtors have an arrangement with Comerica where their Bank Fees vary depending on 

the amount of cash held at Comerica and are approximately $30,000 per month.  As of the 

Petition Date, the Debtors estimate that approximately $25,000 in Bank Fees are accrued and 

unpaid and will become due in the first thirty (30) days after the Petition Date.  The Debtors are 

seeking to pay such amounts as they come due in the ordinary course of business. 

170. The Debtors’ Existing Business Forms and Checks.  In the ordinary course 

of business, the Debtors use a variety of business forms, including letterhead, purchase orders, 

invoices, and checks (collectively, the “Business Forms”).  To minimize the expense to the 

Debtors’ estates associated with developing and/or purchasing entirely new forms, the delay in 

conducting business prior to obtaining such forms, and the confusion of suppliers and other 

vendors, the Debtors are seeking authority to continue using their Business Forms substantially 

in the forms used immediately prior to the Petition Date, without reference therein to the 

Debtors’ status as “Debtor-in-Possession.”   

171. Transition Services for NAS Sales.  In connection with the NAS Sales, the 

Debtors entered into the NAS Transition Services Agreements to provide the NAS Transition 

Services.  The agreement to provide the treasury-related services expired on June 22, 2017.  

Notwithstanding the expiration, I understand that there may be certain limited matters that arise 

in relation to these services during the first few weeks of these Chapter 11 Cases.  Consequently, 

maintenance of the Debtors’ existing Cash Management Service is necessary to allow the 

Debtors’ to continue to discharge their surviving obligations under the NAS Transition Services 

Agreement.  Accordingly, in the Cash Management Motion the Debtors have requested that they 

be allowed to continue taking all necessary actions and making any necessary transfers, 
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disbursements, or collections in connection with the Cash Management System as required to 

discharge their surviving obligations under the NAS Transition Services Agreements. 

172. The operation of the Debtors’ businesses requires the continuation of the 

Cash Management System during the pendency of these Chapter 11 Cases.  Strict enforcement of 

the U.S. Trustee Guidelines in these Chapter 11 Cases would severely disrupt the ordinary 

financial operations of the Debtors by reducing efficiencies and creating unnecessary expenses. 

Absent the relief requested in the motion, the Debtors would be unable to effectively and 

efficiently maintain their financial operations, which would cause significant harm to the Debtors 

and their estates and creditors. 

173. As a practical matter, because of the Debtors’ corporate and financial 

structure, I believe that it would be extremely difficult and expensive to establish and maintain a 

separate cash management system for each Debtor and Non-Debtor Affiliate.  Requiring the 

Debtors to adopt new, segmented cash management systems at this early and critical stage of 

these cases, or to extract the Debtors from the Cash Management System, would be expensive, 

create unnecessary administrative burdens, and be extraordinarily disruptive to the operation of 

their global network.  Based on the foregoing, I believe that the relief requested in the cash 

management motion is in the best interests of the Debtors, their estates and all parties in interest, 

and should be granted in all respects. 

E. Motion of Debtors Pursuant to 11 U.S.C. §§ 105(A), 363(B), and 507 and Fed. R. 
Bankr. P. 6003 and 6004 for Interim and Final Authority to (I) Pay Prepetition 
Wages, Salaries, and Other Compensation and Benefits, and (II) Maintain 
Employee Benefit Programs and Pay Related Administrative Obligations   

174. By this motion (the “Employee Wage Motion”), the Debtors are 

requesting entry of interim and final orders authorizing, but not directing, the Debtors to (i) pay, 

in their sole discretion, all prepetition amounts required under or related to the Debtors’ 
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Compensation Obligations, Employee Incentive Programs, Reimbursable Expenses, Withholding 

Obligations, Payroll Maintenance Fees, Severance Obligations, Mexico Union Obligations, 

Employee Benefit Programs, Foreign Employee Programs, Supplemental Workforce Obligations 

(each as defined in the Employee Wage Motion and, together with any costs or related 

administrative expenses, the “Prepetition Employee Obligations”) and (ii) continue their 

prepetition practices, programs, and policies for their Employees, as those practices, programs, 

and policies were in effect as of the date hereof and as those practices, programs, and policies 

may be modified, amended, or supplemented from time-to-time in the ordinary course of the 

Debtors’ businesses, and honor any related administrative costs and obligations arising 

thereunder.  Further, the Debtors are requesting that the Court authorize applicable banks and 

financial institutions to receive, process, honor, and pay all checks issued or to be issued and 

electronic fund transfers requested or to be requested relating to the Prepetition Employee 

Obligations. 

175. As of the Petition Date, the Debtors employ approximately 14,700 

Employees, including approximately (i) 13,140 hourly Employees, regularly scheduled to work a 

minimum of forty hours per week, and (ii) 1,560 salaried Employees, most of who are also 

employed to work a minimum of forty hours per week.  Approximately 95 percent (95%) of the 

Debtors’ Employees are retained at the plant level and perform work in the Debtors’ various 

manufacturing facilities located throughout the United States and Mexico. 

176. The Employees perform a variety of critical functions for the Debtors 

including, without limitation, tasks pertaining to management, product manufacturing, facility 

and machine maintenance, quality assurance, purchasing and sales administration, finance and 

accounting, human resources, customer service, security, and other areas crucial to the Debtors’ 
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automotive safety and non-safety systems businesses.  Due to the highly technical and 

specialized nature of the automotive industry, the skill and “know how” of the Employees are 

fundamental to the success of the Debtors’ businesses and operations and, as a result, the success 

of the Global Transaction and the Chapter 11 Cases. 

177. In addition to their Employees, the Debtors employ approximately 

seventy-seven (77) independent contractors to assist with their operations, as well as 

approximately 1,600 temporary workers who are employed through staffing agencies to work at 

the Debtors’ various manufacturing facilities. 

178. The Debtors believe that, as of the Petition Date, the aggregate amount of 

their Prepetition Employee Obligations is approximately $18,173,000 million.  It is my 

understanding that, the Debtors are not seeking authority, pursuant to the Employee Wage 

Motion to pay to any amount in excess of the statutory priority cap imposed by 

sections 507(a)(4) and 507(a)(5) of the Bankruptcy Code pursuant to the Interim Order.  The 

various components of the Prepetition Employee Obligations are described in further detail in the 

Employee Motion.  

179. The Debtors’ Personnel are the lifeblood of the Debtors’ manufacturing 

and production businesses—without them, the Debtors’ operations would come to a halt.  

Indeed, due to the highly technical and specialized nature of the automotive industry, the 

Debtors’ must maintain a uniquely skilled and knowledgeable workforce whose “know how” is 

critical to the Debtors’ businesses and ongoing operations and, as a result, critical to the success 

of the Global Transaction and the safe stable supply of product, including replacement parts.   

180. For the past three (3) years, the Debtors’ Personnel have been managing 

the increased demands and pressures resulting from the highly publicized recalls and a complex 
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restructuring process, including an exhaustive prepetition marketing and sale process, in addition 

to their typical duties.  Notwithstanding the fact that Takata is now close to finalizing the Global 

Transaction with Key Safety Systems, Inc. (the “Plan Sponsor”) and the support of the Customer 

Group, considerable uncertainty remains for the Debtors’ Personnel.  Sensing the fragility of the 

Debtors’ current situation, the Debtors’ competitors are actively trying to hire away key 

Employees such as engineers and project managers and have poached valuable Employees away 

from the Debtors.  Moreover, a significant number of the Debtors’ workforce is located outside 

of the United States and completely unfamiliar with the chapter 11 process, which may 

exacerbate the sense of uncertainty and concern among the Debtors’ Personnel upon the 

commencement of these Chapter 11 Cases.  

181. Given the Debtors’ ongoing obligation to manufacture replacement kits 

and Component Parts in connection with the recalls, the need to preserve the value of the 

Debtors’ operations until consummation of the Global Transaction, as well as the sense of 

vulnerability and uncertainty among the Debtors’ Personnel, the importance of honoring the 

Prepetition Employee Obligations and maintaining the Employee Benefit Programs consistent 

with past practice simply cannot be overstated.  The various components of the Prepetition 

Employee Obligations are described in further detail below 

182. I understand that the Debtors are bound by applicable law to (i) continue 

several of the Employee Benefit Programs and (ii) pay certain Prepetition Employee Obligations.  

In Mexico, the Mexican Debtors are required by law to continue the Mexico Profit Sharing 

Program, and Mexico Severance Program.  Similarly, in the United States and Mexico, the 

Debtors seek authority to pay Withholding Obligations, which principally represent Employee 

earnings that governments, Employees, and judicial authorities have designated for deduction 
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from Employees’ paychecks.  Indeed, certain Withholding Obligations, including contributions 

to the Employee Benefit Programs and child support and alimony payments, are not property of 

the Debtors’ estates because they have been withheld from Employees’ paychecks on another 

party’s behalf.  Further, federal and state laws require the Debtors and their officers to make 

certain tax payments that have been withheld from their Employees’ paychecks.   

183. Payment of the Prepetition Employee Obligations is warranted and 

justified by the facts and circumstances of these Chapter 11 Cases.  The Employees are vital to 

the continued operation of the Debtors’ businesses and necessary for the success of these Chapter 

11 Cases.  The majority of the Employees rely exclusively on the Employee Compensation and 

Benefits Programs to satisfy their daily living expenses.  Consequently, Employees will be 

exposed to significant financial difficulties if the Debtors are not permitted to honor obligations 

for unpaid Prepetition Employee Obligations.  Moreover, honoring the Prepetition Employee 

Obligations and continuing the Employee Benefit Programs will help maintain morale and 

minimize the adverse effect of the commencement of these Chapter 11 Cases on the Debtors’ 

ongoing business operations.   

184. Further, the Debtors have substantial business justification for satisfying 

the obligations set forth in the Employee Motion.  For instance, the Debtors have sound business 

reasons for continuing the Severance Program in the ordinary course, including: (i) maintaining 

Employee morale, (ii) disincentivizing Employees to pursue other employment opportunities, 

(iii) securing releases of severed Employees (which is a condition to receiving severance 

payments under the U.S. Severance Program), and (iv) reassuring Employees that the Debtors 

intend to honor their obligations to Employees—both during and after their tenure with the 

Debtors.   
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185. Similarly, the Employee Incentive Programs are critical components of 

Employee compensation and bring substantial value to the Debtors’ estates because they align 

Employee incentives with those of the Debtors.  These programs are imperative to attract and 

retain talented employees during the critical period leading up to consummation of the Global 

Transaction and in light of the Debtors’ ongoing obligations in connection with the PSAN 

Inflator recalls.   

186. Moreover, the Debtors believe that if the Supplemental Workforce 

Obligations go unpaid, independent contractors, consultants, and temporary workers may stop 

providing services to the Debtors.  Accordingly, the Debtors request authority to, in their sole 

discretion, continue to procure services of independent contractors, consultants, and temporary 

workers and pay, in their sole discretion, any unpaid compensation for or on account of the 

independent contractors, consultants, or temporary workers, in each case, in the ordinary course 

of business and consistent with past practice.  The Debtors do not believe that any individual 

independent contractor, consultant, or temporary worker is owed compensation in an amount 

exceeding the $12,850 cap imposed by section 507(a)(4) of the Bankruptcy Code.   

187. Payment of the Reimbursement Expenses is also necessary because any 

other treatment of Employees would be highly inequitable.  Employees who have incurred 

Expenses should not be forced personally to bear the cost of the Expenses, especially because the 

Employees incurred the Expenses for the Debtors’ benefit, in the course of their employment by 

the Debtors, and with the understanding that they would be reimbursed for doing so.  

188. The Debtors also believe that it is necessary to pay the administrative costs 

owed to third-party vendors, including the HR Vendors, who provide compensation and other 

Case 17-11375    Doc 19    Filed 06/26/17    Page 84 of 111 141



 
 

85 
RLF1 17750950V.1 

benefit-related services and products.  Absent the relief requested, the Debtors will be unable to 

maintain their compensation and benefit programs in an efficient and cost-effective manner. 

189. The Employees have frequent interactions with the Debtors’ Customers 

and suppliers—on whose continued support and loyalty the Debtors rely—and are integral to the 

Debtors’ ability to produce Component Parts for the OEMs, including replacement kits in 

connection with the ongoing PSAN Inflator recalls.  Instability among the Debtors’ Employees 

and the resultant harm to the Debtors’ business and production would reduce the value of the 

Debtors’ businesses, diminish the price the Debtors anticipate receiving in connection with the 

Global Transaction, and lower creditor recoveries.  Additionally, the importance of maintaining 

stability among the Debtors’ Employees is heightened here by the Debtors’ obligations to 

continue providing replacement parts in connection with the ongoing non-desiccated PSAN 

inflator recalls.   

F. Motion of Debtors Pursuant to 11 U.S.C. §§ 105(a), 363(b), and 503(b)(9) for 
Interim and Final Authority to Pay Prepetition Obligations Owed to Certain 
Critical Vendors  

190. By this motion, pursuant to sections 105(a), 363(b), and 503(b)(9) of the 

Bankruptcy Code, the Debtors are requesting entry of interim and final orders authorizing them 

to pay the prepetition claims (the “Critical Vendor Claims”) of certain vendors, suppliers, 

service providers, and other similar parties and entities that are essential to maintaining the going 

concern value of the Debtors’ business (the “Critical Vendors”).   

191. As a major Tier One supplier to the largest automotive manufacturers in 

the world, the Debtors rely heavily on the Critical Vendors to provide them with the specialized 

and unique parts, materials, and services necessary to manufacture the seatbelts, airbags, and 

other critical safety and non-safety components and parts that the Debtors produce for the OEMs.  

The Critical Vendors generally fall into the following two (2) main categories: (i) production 
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material suppliers, which supply the Debtors with, among other things, Component Parts and raw 

materials utilized in the chain of production and specialized tools that are integral to the Debtors’ 

manufacturing processes, and (ii) maintenance, repair, and operations providers, which provide 

the Debtors with, among other things, equipment and materials relating to the Debtors’ 

specialized manufacturing equipment and machinery, as well as freight logistics services.  

192. Because most of the Component Parts manufactured by the Debtors are 

safety critical and must adhere to rigorous federal safety standards, many of the goods sourced 

by the Debtors from third-party vendors and suppliers are highly specialized and must undergo a 

lengthy and detailed validation and testing process.  Such goods require substantial lead time to 

develop and cannot be replaced in a timely or efficient manner.  Additionally, a significant 

number of the Debtors’ suppliers are either sole source suppliers (i.e., the only supply source for 

certain complex parts and specifically designed systems necessary to the Debtors’ production 

process) or “directed-buy” suppliers (i.e., the Debtors are directed by their Customers to utilize 

the Component Parts of such sub-suppliers) that cannot be timely or efficiently replaced given 

the highly-engineered nature of the Component Parts they provide.  For these reasons, among 

others, the Debtors are highly dependent on the inventory and services provided by the Critical 

Vendors to meet their Customers’ needs for production.       

193. The need to ensure a continuous and stable source of parts and supply in 

these Chapter 11 Cases, however, goes beyond the ordinary rationales of avoiding production 

disruptions and maximizing value.  As discussed above, the Debtors are in the midst of the 

largest recall in U.S. automotive history relating to vehicles equipped with non-desiccated PSAN 

Inflators manufactured by the Debtors and their affiliates.  In connection with these recalls, the 

Debtors have dedicated substantial resources to manufacturing, assembling, and shipping 
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replacement inflator parts and kits to the Customers so that non-desiccated PSAN Inflators can 

be removed from circulation as quickly as possible.  Accordingly, to ensure a continuous and 

stable supply of replacement kits and the efficient removal of non-desiccated PSAN Inflators 

from circulation, it is a matter of public safety that the Debtors’ supply chain not be disrupted.  

194. It is my understanding that, as is typical in distressed situations, vendors 

have been increasingly unwilling to extend trade credit to the Debtors.  Anticipating this 

situation, the Debtors, with the assistance of their advisors, spent significant time prior to the 

Petition Date reviewing and analyzing their books and records, open accounts payable systems, 

and prepetition vendor lists to identify those vendors and suppliers that are in fact critical to the 

Debtors’ operations.  Information on the Critical Vendors, including the detailed process that 

was set in place for identifying those potential claimants, the protocol the Debtors have put in 

place to ensure that only those claims that are truly essential to maintaining the Debtors’ 

operations get paid, and the immediate and irreparable harm that would be incurred by the 

Debtors, their Customers and all parties in interest absent the relief requested in this motion, is 

set forth in the declaration of Scott Simpton, Vice President of Supply Chain Management (the 

“Simpton Declaration”).   

195. I further understand that the Debtors are not seeking to pay all prepetition 

claims of the Critical Vendors, but rather to pay such undisputed amounts in the ordinary course 

of the Debtors’ businesses and on terms consistent with the Debtors’ prepetition practices.  

Payments to the Critical Vendors will be contingent on their agreement to continue to sell goods 

or provide services to the Debtors on terms at least as favorable as those in effect during the 

twenty-four (24) month prior to the Petition Date.  Accordingly, I understand that the critical 

vendor relief requested by the Debtors is similar to that received by other distressed automotive 
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suppliers and other companies heavily reliant on supply chain continuity to preserve the viability 

of a going-concern enterprise.   

196. In order for the Debtors to continue timely producing and supplying the 

OEMs with components, the Debtors will need to continue purchasing goods and services from 

the Critical Vendors.  The Debtors believe that any delay or disruption in their flow of critical 

goods and services would cause irreparable harm to the Debtors’ businesses and materially 

impact the Debtors’ ability to supply parts to the OEMs, including replacement kits for recalled 

non-desiccated PSAN Inflators.  The Debtors also believe that a portion of the Critical Vendor 

Claims arise from goods received by the Debtors in the ordinary course of business within the 

twenty (20) days immediately preceding the Petition Date.  I understand that under section 503 

of the Bankruptcy Code, such claims may be entitled to priority treatment.  Allowing the Debtors 

to pay certain prepetition claims of Critical Vendors, therefore, will serve the purposes of 

facilitating the Debtors’ sale efforts and will not impair the Debtors’ other creditors. 

197. Based on the foregoing, I believe that the relief requested in this motion is 

in the best interests of the Debtors, their estates, and all parties in interest and should be granted 

in all respects. 

G. Motion of Debtors Pursuant to 11 U.S.C. §§ 105(a), 363(b), 503(b), and 507(a) for 
Entry of Interim and Final Orders Authorizing the Debtors to (I) Pay Prepetition 
Obligations Owed to Certain Foreign Vendors and Other Lien Claimants and 
(II) Grant Administrative Status for Certain Goods Delivered to Debtors 
Postpetition 

198. By this motion, pursuant to sections 105(a), 363(b), 503(b), and 507(a) of 

the Bankruptcy Code, the Debtors are requesting entry of interim and final orders authorizing 

them to satisfy prepetition claims owing to (i) certain vendors, suppliers, service providers, 

independent contractors, and other entities located outside of the U.S. (collectively, the “Foreign 

Vendors”), including claims for goods or materials and services provided to the Debtors, as well 
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as foreign tax obligations, import and export fees, customs duties, or other similar fees related to 

such claims (collectively, the “Foreign Claims”), and (ii) certain third party shippers, 

warehousemen, vendors, and other service providers that could, on account of their prepetition 

claims, potentially assert liens against the Debtors’ property on account of outstanding 

prepetition obligations of the Debtors (collectively, the “Lien Claimants”).  Additionally, by this 

motion, the Debtors are requesting authority to (i) grant administrative priority status to all 

undisputed obligations of the Debtors owing to third party vendors and suppliers arising from the 

postpetition delivery of goods ordered prior to the Petition Date and (ii) authorize the Debtors to 

pay such obligations in the ordinary course of business.  It is my understanding that the Debtors 

are not seeking to pay all prepetition claims of Foreign Vendors and Lien Claimants.  Instead, the 

Debtors seek to pay such undisputed amounts in the ordinary course of the Debtors’ businesses 

and on terms consistent with the Debtors’ prepetition practices  Additional information on the 

Foreign Vendors and Lien Claimants, including the process that was set in place for identifying 

those potential claimants and the immediate and irreparable harm that would be incurred by the 

Debtors, their Customers and all parties in interest absent the relief requested in this motion, is 

set forth in the Simpton Declaration.  

199. The Foreign Vendors.  In light of the size, sophistication, and global 

nature of the Debtors’ airbag, seat belt, and other safety and non-safety manufacturing 

businesses, the Debtors regularly transact business with vendors located outside of the United 

States.  The Debtors rely on their Foreign Vendors, which are primarily located in Europe, Asia, 

and Mexico, to grant or supply various goods or services that are crucial to the Debtors’ ongoing 

manufacturing operations in the United States and Mexico.  It is my understanding on 

conversations with members of the Debtors’ purchasing and supplier teams, that the Foreign 
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Vendors and the Foreign Claims generally fall into the following three main categories: 

(i) Component Parts suppliers, (ii) raw material suppliers, and (iii) customs duties.  

200. Because of the nature of the Debtors’ businesses, many of the Foreign 

Vendors will make, or have made, credible actionable threats that, unless paid on account of their 

prepetition claims, they will cease to supply the Debtors with the specialized goods and services 

necessary for the Debtors to maintain their operations.  Without the Foreign Vendors, the 

Debtors will be unable to operate their businesses efficiently and effectively, which will 

substantially diminish the value of the Debtors’ assets.  Further, I understand that most of the 

Foreign Vendors lack minimum contacts with the United States.  It has been explained to me by 

counsel that, although the scope of the automatic stay set forth in section 362 of the Bankruptcy 

Code is universal, as it has been explained to me, the Debtors believe that there is a serious risk 

that the Foreign Vendors holding claims against the Debtors may consider themselves to be 

beyond the jurisdiction of the Court, disregard the automatic stay provisions of the Bankruptcy 

Code, and engage in conduct that would disrupt the Debtors’ domestic and international 

operations.  Foreign entities that believe the automatic stay does not govern their actions may 

exercise self-help, which could include shutting down the Debtors’ access to essential goods and 

services.   

201. In light of the potential for serious and potentially irreparable 

consequences if the Foreign Vendors do not continue to make uninterrupted and timely 

deliveries—and the lack of any enforcement mechanism against them—I submit that payment of 

certain Foreign Claims is essential to avoiding costly disruptions to the Debtors’ operations. 

202. The Lien Claimants.  In operating their businesses, the Debtors use and 

make payments to a number of Lien Claimants, including, shippers, common carriers, 
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warehousemen, tool makers, equipment manufacturers, service technicians, materialmen, and 

other service providers.  The services provided by the Lien Claimants are critical to the Debtors’ 

day-to-day operations.   

203. To meet their delivery deadlines and maintain uninterrupted operations, 

the Debtors rely heavily on third parties, including shippers that transport goods for the Debtors 

(collectively, the “Shippers”) and warehousemen that store the Debtors’ or the Customers’ goods 

while they are in transit (collectively, the “Warehousemen”).  It is my understanding that based 

on discussions with counsel and other parties that, under the laws of some states, a shipper or 

warehouseman may have a possessory lien on the goods in its possession, which secures 

payments of the charges and related expenses incurred in connection with the transportation or 

storage of such goods.  In addition, I understand that pursuant to section 363(e) of the 

Bankruptcy Code, a shipper or warehouseman, as a bailee, may be entitled to adequate protection 

of a valid possessory lien.  As a result, the Debtors expect that certain Shippers and 

Warehousemen may argue that they are entitled to possessory liens for transportation and 

storage, as applicable, of the goods in their possession as of the Petition Date and may refuse to 

deliver or release such goods before their claims have been satisfied and their liens redeemed.   

204. In addition to the Shippers and Warehousemen, the Debtors routinely 

engage a number of other third parties, including equipment manufacturers, tool makers, service 

technicians, materialmen, suppliers that utilize specialized tooling owned by the Debtors to 

produce Component Parts, and other service providers (collectively, the “Other Lien 

Claimants”), that may be able to assert and perfect liens, including mechanic’s liens, artisan’s 

liens, materialman’s liens, and other similar liens, against the Debtors’ property and, in some 

cases, the OEMs’ property, if the Debtors fail to pay for the goods or services rendered.  The 
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Other Lien Claimants perform a number of services for the Debtors, including the manufacturing 

of equipment, manufacturing and repair of tools, molds, and other parts or components that are 

integral to the Debtors’ manufacturing processes. 

205. If the Debtors are unable to pay their prepetition obligations to the Lien 

Claimants, they risk being unable to fully operate their businesses, which could prevent them 

from maximizing recoveries for all stakeholders in these Chapter 11 Cases.  Accordingly, I 

believe it is imperative that the Debtors be authorized to pay the prepetition claims of the Lien 

Claimants if the Debtors determine payment is necessary to ensure the uninterrupted shipment, 

delivery, and manufacture of goods. 

206. Prepetition Orders.  As of the Petition Date, the Debtors also have certain 

prepetition purchase orders (the “Prepetition Orders”) outstanding with various third-party 

vendors and suppliers for goods ordered by the Debtors that have yet to be delivered to the 

Debtors’ facilities.  I believe that these vendors may be concerned that, because the Debtors’ 

obligations under the Prepetition Orders arose prior to the Petition Date, any claims related to the 

Prepetition Orders will be treated as general unsecured claims.  Accordingly, such vendors may 

refuse to deliver goods to the Debtors (or may recall shipments thereof) unless the Debtors 

reissue the Prepetition Orders postpetition.  In light of the significant administrative burden that 

re-issuing the Prepetition Orders would impose upon the Debtors, the Debtors request an order 

explicitly affording claims arising under the Prepetition Orders administrative expense status and 

authorizing the Debtors to pay such claims in the ordinary course.  I have been informed that any 

such claims are afforded administrative expense priority under section 503(b)(1)(A) of the 

Bankruptcy Code.  Accordingly, I understand that the relief requested will not provide vendors 

with any greater priority than they would otherwise have in these Chapter 11 Cases.  

Case 17-11375    Doc 19    Filed 06/26/17    Page 92 of 111 149



 
 

93 
RLF1 17750950V.1 

207. Based on the foregoing, I believe that the relief requested in this motion is 

in the best interests of the Debtors, their estates and all parties in interest, and should be granted 

in all respects. 

H. Motion of Debtors Pursuant to 11 U.S.C. §§ 363 and 105(A) for Interim and Final 
Authority to (I) Continue Tooling and Warranty Programs in the Ordinary Course 
of Business and Pay Prepetition Obligations Related Thereto, and (II) Authorize 
Banks to Honor and Process Related Checks and Transfers 

208.  By this motion (the “Tooling Motion”), the Debtors are requesting entry 

of interim and final orders authorizing the Debtors, in their business judgment, to (a) perform 

and honor their prepetition obligations related to their Tooling and Warranty Programs as they 

deem appropriate, and (b) continue, renew, replace, implement new, and/or terminate the 

Tooling and Warranty Programs as they deem appropriate, in the ordinary course of business, 

without further application to the Court. 

209. Under the Tooling Programs, the Debtors purchase tooling equipment on 

behalf of many of their Customers Programs.  The Debtors need to acquire such specialized 

tooling equipment in order to produce the specific Component Parts ordered by their Customers.  

In such instances, the Customers will ultimately own the tooling equipment and use the Debtors 

to sub-contract the tool production work, perform quality control assessments, or retain the 

tooling at the Debtors’ facilities to be used in the production of the Component Parts for the 

Customers.  If the tooling is to be owned by the Customers, the Debtors seek reimbursement for 

funds that they have previously paid to third-party tool makers.  In these cases, the Debtors may 

not have an equitable interest in the tooling.  Therefore, the Debtors request authority to continue 

their tooling programs, regardless of whether any payments involve prepetition or postpetition 

transfers. 
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210. Under the Warranty Programs, the Debtors, customary with industry 

standards, are subject to the standard terms and conditions of their Customers (“Customer 

Terms”), when supplying components, modules, and other products to the Customers.  Customer 

Terms typically include references to warranty clauses that encompass the workmanship of the 

Debtors’ products.  To the extent that the Customers identify workmanship issues with the 

Debtors’ products, either upon initial receipt of such products, during the production process, 

through the post-production period, or subsequent to the final sale of the Customers’ vehicles to 

end-consumers, the Debtors may be held liable to remedy any identified workmanship defects.  

Typically, remedies are in the form of replacement parts, or monetary damages levied by the 

Customers. 

211. As evidenced by the ongoing recalls, it is of critical importance that the 

Debtors be authorized to continue their warranty program in the ordinary course.  The 

replacement parts supplied by the Debtors are critical safety parts, which must be provided on an 

expedited basis for the recall program to successfully protect consumers from at-risk vehicles.  

Failure by the Debtors to fulfill their warranty obligations may jeopardize the Debtors’ 

relationships with their Customers and suppliers, which are the lifeblood of the Debtors’ business 

and critical to the success of the Global Transaction and these Chapter 11 Cases.  Any 

disruptions thereto would reduce the value of the Debtors’ businesses, diminish the sale price 

paid for the Debtors’ assets, and lower creditor recoveries.  Further, failure by the Debtors to 

continue to honor their warranty obligations and supply replacement parts may violate the terms 

of the NHTSA Orders that obligate the Debtors to continue to cooperate with the ongoing recalls, 

which could result in further fines, penalties or administrative actions that would negatively 

Case 17-11375    Doc 19    Filed 06/26/17    Page 94 of 111 151



 
 

95 
RLF1 17750950V.1 

impact the Debtors’ estates.  Therefore, the Debtors request authority to continue their warranty 

programs in the ordinary course. 

212. Because the Debtors’ Customers are the lifeblood of their businesses, their 

loyalty and continued support and patronage are critical to the success of these Chapter 11 Cases.  

The continuation of the Tooling and Warranty Programs on an uninterrupted basis is critical to 

maintain this support and loyalty which is of the utmost importance for any purchaser of the 

Debtors’ assets.  Indeed, if the Debtors were not granted the relief requested in the Tooling 

Motion, the consequences would be draconian.  The Debtors’ Customers would lose confidence, 

question the Debtors’ ability to survive, and likely immediately begin resourcing the programs 

maintained with the Debtors to alternative suppliers.  Such resourcing would reduce the value of 

the Debtors’ businesses, diminish the sale price paid for the Debtors’ assets in connection with 

the Global Transaction, and lower creditor recoveries.  Moreover, as discussed more fully herein, 

millions of consumers rely on the Debtors for replacement airbags, and failing to honor the 

warranty programs would severely impair the Debtors’ ability to comply with their ongoing 

recall obligations.  Simply stated, the obvious disruption and damage that will ensue if Tooling 

and Warranty Programs are not honored and continued far exceed the costs associated with 

honoring the related prepetition obligations and continuing these practices.  

I. Motion of Debtors Pursuant to 11 U.S.C. §§ 105(a), 362(d), 363(b), and 503(b) and 
Fed. R. Bankr. P. 4001, 6003, and 6004 for Interim and Final Authority to Continue 
Insurance and Surety Bond Programs and Pay All Obligations With Respect 
Thereto 

213. By this motion, pursuant to sections 105(a), 362(d), 363(b), and 503(b) of 

the Bankruptcy Code and Bankruptcy Rules 4001, 6003, and 6004, the Debtors are requesting 

entry of interim and final orders authorizing them to (i) continue the Debtors’ workers’ 

compensation program and various liability, property, and other insurance programs 

Case 17-11375    Doc 19    Filed 06/26/17    Page 95 of 111 152



 
 

96 
RLF1 17750950V.1 

(collectively, the “Insurance Programs” and all premiums and other obligations related thereto, 

including any broker or advisor fees, taxes, or other fees, collectively, the “Insurance 

Obligations”) through several insurance carriers (each, an “Insurance Carrier”) and the Surety 

Bond Program (as defined herein) and (ii) pay any prepetition obligations arising under the 

Insurance Programs or the Surety Bond Program.   

214. The Workers’ Compensation Program.  It is my understanding that, under 

the laws of the various states in which they operate, the Debtors are required to maintain 

workers’ compensation insurance coverage (the “Workers’ Compensation Program”) for their 

employees for claims arising from or related to employment by the Debtors.  The Debtors pay 

annual premiums to maintain the Workers’ Compensation Program for each coverage period, 

which the Debtors pay prospectively in full.  It is my understanding that the Workers’ 

Compensation Program is a guaranteed cost policy with Liberty Insurance Corporation that is not 

subject to any deductibles.  Notwithstanding the foregoing, the Workers’ Compensation Program 

for certain prior coverage periods was subject to a $250,000 per claim deductible, which Liberty 

Insurance Corporation (“Liberty Mutual”) may advance any part or all of on behalf of the 

Debtors.  In connection with this advancement, the Debtors collateralized Liberty Mutual’s 

deductible-related exposure by posting a commercial letter of credit issued by Bank of Tokyo-

Mitsubishi for the benefit of Liberty Mutual.  As of the Petition Date, the face value of the letter 

of credit is approximately $1,700,000, which secures the Debtors’ obligations relating to past 

incurred but unpaid Workers’ Compensation Claims.  As of the Petition Date, no prepetition 

amounts are outstanding on account of the Workers’ Compensation Program. 

215. The Liability and Property Insurance Programs.  I understand that the 

Debtors maintain twenty-two (22) liability and property insurance policies, which provide the 
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Debtors with insurance coverage for liabilities relating to, among other things, property damage, 

general domestic and international commercial claims, employment practices, commercial 

automobile claims, aviation products liability, umbrella, and various other property-related and 

general liabilities, as well as excess policies related to the same (collectively, the “Liability and 

Property Insurance Programs”).  Pursuant to the Liability and Property Insurance Programs, the 

Debtors are required to pay premiums based upon a fixed rate established and billed by each 

Insurance Carrier, in addition to various deductibles.  The Liability and Property Insurance 

Programs each have annual premiums, which the Debtors generally pay prospectively in full.  

TKH typically remits the premium payments for the Liability and Property Insurance Programs 

on behalf of itself and its affiliated Debtors and non-debtor domestic and Mexican subsidiaries.  

TKH then allocates and bills certain percentages of the premiums to the other named insureds on 

an intercompany basis at the beginning of each coverage period.  These allocations are recorded 

and paid in the ordinary course of business as intercompany payables by the named insureds 

being billed by TKH and as intercompany receivables due to TKH.  It is my understanding that, 

as of the Petition Date, the Debtors are not aware of any outstanding premiums or other amounts 

owed to the various Insurance Carriers for the Liability and Property Insurance Programs. 

216. The D&O and PL Insurance Programs.  I understand that the Debtors also 

participate in nine (9) insurance policies that are purchased and maintained by TKJP, which 

provide the Debtors with insurance coverage for directors’ and officers’ liability (the “D&O 

Insurance”) and products liability (the “PL Insurance,” and together with the D&O Insurance, 

the “D&O and PL Insurance Programs”).  Pursuant to an agreement with TKH and to reduce 

overall underwriting costs, TKJP allocates and bills a percentage of the premiums for the D&O 

and PL Insurance Programs on an intercompany basis to TKH.  This allocation is based on total 
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regional sales for products liability and asset ratio for directors’ and officers’ liability.  For the 

current coverage periods, TKJP allocated approximately forty-four percent (44%) of the 

premium for PL Insurance and approximately twenty-seven percent (27%) of the go-forward 

premiums for D&O Insurance to TKH, as well as approximately forty-two percent (42%) of the 

premium for individual, Side-A coverage for TKH’s directors and officers.  It is my 

understanding that, as of the Petition Date, the Debtors are not aware of any outstanding 

premiums or other amounts owed to TKJP for the D&O and PL Insurance Programs.      

217.  Insurance Broker.  The Debtors utilize Willis of New York, Inc. 

(“Willis”) as their insurance broker to assist with, among other things, the procurement and 

negotiation of the Workers’ Compensation Program and the Liability and Property Insurance 

Programs and to remit payment to the Insurance Carriers on behalf of the Debtors for the current 

policy periods.  In connection with these services, the Debtors pay Willis a fee of $270,000, 

which is paid prospectively in full.  It is my understanding that, as of the Petition Date, the 

Debtors do not believe that they have any outstanding obligations owed to Willis. 

218. Surety Bond Program.  In the ordinary course of business, the Debtors are 

required to provide surety bonds, performance bonds, and other undertakings to certain third 

parties, including governmental units and other public agencies, to secure the payment or 

enforcement of certain obligations of the Debtors and a non-Debtor affiliate (the “Surety Bond 

Program”).  In nearly every case, the surety’s right to recover from the Debtors is collateralized 

by cash or a letter of credit or subject to an indemnity agreement that sets forth the surety’s right 

to recover from the Debtors (the “Surety Indemnity Agreements”).  The premiums for the surety 

bonds (the “Surety Premiums” and, together with the Indemnity Obligations, the “Surety Bond 

Obligations”) are generally determined on an annual basis and payment is remitted by the 
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Debtors when the bonds are issued and annually upon each renewal.  It is my understanding that, 

as of the Petition Date, the Debtors’ estimate that the total principal amount on all current surety 

bonds is approximately $750,000. 

219. In light of the risks applicable to the Debtors’ operations and the critical 

need for the Debtors to protect their assets from such risks, I believe it essential that the Debtors 

maintain the Insurance Programs and the Surety Bond Program and pay all Insurance 

Obligations and Surety Bond Obligations during the course of these Chapter 11 Cases.  Without 

authority to maintain and pay amounts owing in connection with the Insurance Programs and the 

Surety Bond Program, the ability of the Debtors to conduct operations in many locations would 

come to a halt to the detriment and prejudice of all parties in interest.  Additionally, based on the 

Debtors’ current circumstances, it is not likely that the Debtors will be able to renew or replace 

their existing Insurance Programs or Surety Bond Program on more favorable terms.  

Furthermore, the Debtors must maintain most of the Insurance Programs to comply with the U.S. 

Trustee’s operating guidelines.  Based on the foregoing, I believe that the relief requested in this 

motion is in the best interests of the Debtors, their estates and all parties in interest, and should 

be granted in all respects. 

J. Motion of Debtors Pursuant to 11 U.S.C. §§ 105(A), 363(B), 507(A),  and 541 and 
Fed. R. Bankr. P. 6003 and 6004 for Interim and Final Authority to (I) Pay Certain 
Prepetition Taxes and Assessments, and (II) Authorize Banks to Honor and Process 
Related Checks and Transfers  

220. By this motion, the Debtors request entry of  interim and final orders 

authorizing them to satisfy, in their discretion, all Taxes and Assessments due and owing to 

various local, state, and foreign taxing authorities (collectively, the “Taxing Authorities”) that 

arose prior to the Petition Date, including all Taxes and Assessments subsequently determined by 

audit or otherwise to be owed for periods prior to the Petition Date. 
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221. The Debtors must continue to pay the Taxes and Assessments to continue 

operating in certain jurisdictions and to avoid costly distractions during the Chapter 11 Cases.  

Specifically, it is my understanding that the Debtors’ failure to pay the Taxes and Assessments 

could adversely affect the Debtors’ business operations because the governmental authorities 

could assert liens on the Debtors’ property, assert penalties and/or significant interest on past-due 

taxes, or possibly bring personal liability actions against directors, officers, and other employees 

in connection with non-payment of the Taxes and Assessments, thus distracting the Debtors’ 

management and employees from their important reorganization efforts, and potentially causing 

immediate and irreparable harm to the Debtors.  As of the Petition Date, the Debtors estimate 

that approximately $2,046,200 in Taxes and Assessments are due and owing to the various 

Taxing Authorities, of which approximately $1,156,200 will come due within the first thirty (30) 

days following the Petition Date. 

K. Motion of Debtors Pursuant to 11 U.S.C. §§ 366 and 105(a) for Entry of Interim and 
Final Orders (I) Approving Debtors’ Proposed Form of Adequate Assurance of 
Payment to Utility Companies, (II) Establishing Procedures for Resolving 
Objections by Utility Companies, and (III) Prohibiting Utility Companies from 
Altering, Refusing, or Discontinuing Service 

222. By this Motion, the Debtors are requesting entry of an interim and final 

order (i) approving the Debtors’ proposed form of adequate assurance of payment to utility 

providers, (ii) establishing procedures for determining adequate assurance of payment for future 

utility services, and (iii) prohibiting utility providers from altering or discontinuing utility service 

on account of outstanding prepetition invoices.   

223. To operate their seat belt, airbag, and various other safety and non-safety 

businesses and manage their properties, including their headquarters, manufacturing plants and 

R&D facilities, the Debtors obtain telecommunications, satellite, waste disposal, water, gas, 

electricity, and other utility services (collectively, the “Utility Services”).  Preserving Utility 
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Services on an uninterrupted basis is essential to the Debtors’ ongoing operations and 

restructuring process.  Indeed, any interruption in Utility Services—even for a brief period of 

time—would disrupt the Debtors’ ability to continue operations and service their Customers.  As 

a Tier One automotive supplier, the Debtors supply their Customers with critical automotive 

safety systems and other essential components.  Any interruption in Utility Services could 

disrupt the Debtors’ ability to supply their Customers with these critical safety parts.  

Furthermore, as described above, the Debtors are in the midst of the largest recall in automotive 

history relating to PSAN Inflators.  The Debtors continue to dedicate substantial resources to 

manufacture and ship replacement parts to their Customers in order to get the recalled airbags 

out of circulation.  Any disruption to their Utility Services could prevent the Debtors from 

providing their Customers with the necessary replacement parts on a timely basis and could 

seriously jeopardize the recall process as a whole.  Any disruptions, therefore, could reduce the 

value of the Debtors’ businesses, diminish the sale price paid for the Debtors’ assets in 

connection with the Global Transaction, and lower creditor recoveries.  Therefore, it is critical 

that Utility Services continue uninterrupted during these Chapter 11 Cases. 

L. Motion of Debtors Pursuant to 11 U.S.C. § 105 for Entry of an Order Enforcing the 
Protections of 11 U.S.C. §§ 362, 365, 525, and 541(c) 

224. By this Motion, the Debtors request entry of an order enforcing the 

protections of sections 362, 365, 525, and 541(c) of the Bankruptcy Code to aid in the 

administration of these Chapter 11 Cases and to help ensure that the Debtors’ global seat belt, 

airbag, and other safety and non-safety manufacturing and production operations are not 

disrupted.  As previously noted, the Debtors conduct significant operations in foreign countries 

and, as a result, incur obligations to foreign customers, employees, independent contractors, 

vendors, service providers, utility companies, taxing authorities and other entities.  Many of the 
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Debtors’ foreign creditors and contract counterparties do not transact business on a regular basis 

with companies that have filed for chapter 11 protection and, therefore, may be unfamiliar with 

the scope of a debtor in possession’s authority to conduct its business and may be unaware of the 

protections of the automatic stay and other provisions of the Bankruptcy Code that assist debtors 

in possession during their Chapter 11 Cases and restructuring efforts.   

225. I have been informed that the protections afforded by sections 362, 365, 

541, and 525 of the Bankruptcy Code are self-executing and global; however, I believe that not 

all parties affected or potentially affected by the commencement of these Chapter 11 Cases are 

aware of these statutory provisions or their significance and impact.  I believe that it is prudent to 

obtain an order of the Court confirming and reinforcing the relevant sections of the Bankruptcy 

Code so that the Debtors may advise such parties of the existence, reach, and effects of these 

sections of the Bankruptcy Code.   

226. I believe that, absent an order from this Court, parties might attempt to 

take improper actions against the Debtors or property of their estates.  Accordingly, the Court 

should approve the motion.  

M. Motion of Debtors Pursuant to 11 U.S.C. § 1505 for Entry of an Order Authorizing 
TK Holdings Inc. to Act as Foreign Representative on Behalf of the Debtors’ Estates 

227. Pursuant to section 1505 of the Bankruptcy Code, the Debtors are seeking 

authority for TKH to act as Foreign Representative on behalf of the Debtors’ estates in any 

judicial or other proceedings in a foreign country, including the Canadian Proceedings discussed 

below.  The Debtors are further requesting that, as Foreign Representative, TKH shall be 

expressly authorized to (i) seek recognition of the Chapter 11 Cases in Canada, (ii) request that 

the Canadian Court lend assistance to this Court in protecting the property of the Debtors’ 
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estates, and (iii) seek any other appropriate relief from the Canadian Court that is just and proper 

in furtherance of the protection of the Debtors’ estates. 

228. As described herein, TKH and TKJP are named defendants in fourteen 

(14) class actions in four (4) Canadian provinces (British Columbia, Saskatchewan, Quebec, and 

Ontario).  Although nine (9) of the Canadian Actions have been formally dismissed or are 

currently being held in abeyance, five (5) remain pending against TKH.  The Canadian Actions 

are brought by putative representative plaintiffs who allege that they are consumers who 

purchased/leased vehicles in Canada with airbags containing PSAN Inflators that are subject to 

recalls.  The putative representative plaintiffs assert claims for economic losses largely based on 

the theory that the recall of PSAN Inflators has reduced market value of vehicles and/or airbags 

containing PSAN Inflators and that they experienced losses arising from their inability or 

unwillingness to use their vehicles until the inflators were replaced and the expenses associated 

with such replacement.  As of the date hereof, the Debtors are aware of two (2) personal injury 

lawsuits pending in Canada; however, there have been no known instances of inflator ruptures in 

Canada.  Claims in the continuing Canadian Actions total an aggregate of approximately CDN 

$3.5 billion and are all at the pre-certification stage.  As a result of the pending Canadian Actions 

against TKH, it is necessary to ensure that these Chapter 11 Cases as well as certain orders of the 

Court issued herein are recognized and enforced in Canada. 

229. TKH (as the proposed Foreign Representative), will shortly seek ancillary 

relief in Canada on behalf of the Debtors’ estates in the Ontario Superior Court of Justice 

(Commercial List) (the “Canadian Court”) in Toronto, Ontario, Canada.  I understand that the 

purpose of the ancillary proceedings is to request that the Canadian Court recognize these 

Chapter 11 Cases as a “foreign proceeding” under the applicable provisions of the CCAA in 
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order to, among other things, ensure that the protections of the automatic stay are enforced with 

respect to the Canadian Actions to provide clarity and structure to potential creditors in Canada. 

230. To commence the Canadian Proceedings, the Debtors require authority for 

a Debtor entity to act as the “foreign representative” on behalf of the Debtors’ estates.  The 

Debtors request authority to appoint TKH as such Foreign Representative.  Authorizing TKH to 

act as the Foreign Representative on behalf of the Debtors’ estates in the Canadian Proceedings 

will allow coordination of these Chapter 11 Cases and the Canadian Proceedings, and provide an 

effective mechanism to protect and maximize the value of the Debtors’ assets and estates.  

Because TKH is a defendant in the Canadian Actions, it is critical that a stay similar to the 

automatic stay imposed pursuant to section 362 of the Bankruptcy Code be granted in Canada, 

and that certain of this Court’s orders also be recognized in Canada.  As a Debtor in these 

Chapter 11 Cases, TKH is well-positioned to represent the Debtors as Foreign Representative in 

the Canadian Proceedings. 

N. Motion of Debtors Pursuant to 11 U.S.C. § 105(a), Fed. R. Bankr. P. 2002, 5005, and 
9007, and Local Rules 2002-1(d) and 5005-4 for Entry of an Order Implementing 
Certain Notice Procedures and Approving the Form and Manner of Notice of 
Commencement 

231. By this motion, the Debtors are seeking entry of an order (i) approving the 

form and manner of the notice of commencement (the “Notice of Commencement”) of the 

Debtor’s Chapter 11 Cases and meeting of creditors pursuant to section 341 of the Bankruptcy 

Code; (ii) limiting the notice the Debtors and other persons filing papers in these Chapter 11 

Cases are required to provide to individuals who own or may have owned vehicles containing 

PSAN Inflators manufactured by the Debtors that may be the subject of ongoing or future recalls, 

pending further order of the Court directing the manner of notice to such parties; and (iii) 
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authorizing the release to the Debtors certain motor vehicle records necessary to implement 

special noticing procedures for such individuals.  

232. The Debtors estimate they have approximately 80,000 creditors on a 

combined basis, however, this number is exclusive of the significant number of individuals that 

own, or may have owned, vehicles equipped with airbags containing PSAN Inflators 

manufactured by the Debtors that are the subject of ongoing or, potentially, future recalls who 

may be entitled to notice in these Chapter 11 Cases (any such individual, a “PPIC” and, 

collectively, the “PPICs”).  As set forth above, as of the date hereof, approximately sixty-one 

million (61,000,000) automobiles containing airbags with PSAN Inflators in the United States 

and approximately an additional sixty-four million (64,000,000) automobiles globally have been 

recalled or will be subject to recalls based on announced schedules and, by December 31, 2019, 

all airbags in the U.S. containing non-desiccated PSAN Inflators will be subject to recall in the 

U.S.. 

233.  As set forth in the motion, due to the staggering number of potential 

parties in interest, the costs of providing traditional notice on all PPICs in the Chapter 11 

Cases—i.e, mailing printed copies of pleadings via first class mail—is simply not feasible and 

would effectively subsume any proceeds from the Global Transaction that may be available for 

creditor distributions.  Indeed, Prime Clerk, the Debtors’ proposed claims and noticing agent, 

estimates that the costs of providing physical notice to such parties would increase the cost of 

preparing and mailing the Notice of Commencement alone by more than $70 million.  In order to 

alleviate this burden, and to conserve the limited resources available in these cases, the Debtors 

are proposing the Noticing Procedures set forth in the motion for (i) serving the Notice of 

Commencement on all parties other than PPICs that are entitled to receive notice in these 
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Chapter 11 Cases, which include the traditional notice parties such as the Debtors’ lenders and 

other financial creditors, suppliers, vendors, trade creditors, employees, litigation claimants, and 

other traditional creditors and parties in interest in these Chapter 11 Cases (collectively, the 

“Traditional Notice Parties”), and (ii) providing notice to PPICs during the Chapter 11 Cases, 

including notice of the commencement of the Chapter 11 Cases.  The Debtors submit that the 

Noticing Procedures will maximize the efficiency and orderly administration of these Chapter 11 

Cases, while at the same time ensuring that appropriate notice is provided, particularly to parties 

who have expressed an interest in these Chapter 11 Cases, and I agree. 

234. Pursuant to the Noticing Procedures, the Debtors are proposing that Prime 

Clerk serve the Notice of Commencement, substantially in the form attached as an exhibit to the 

motion, by regular mail, postage prepaid on all Traditional Notice Parties entitled to receive such 

notice pursuant to Bankruptcy Rule 2002 within five (5) business days of entry of an order 

granting the relief requested herein or as soon as reasonably practicable thereafter.  With respect 

to the PPICs, it is my understanding that, notwithstanding any requirements of the Bankruptcy 

Code, the Debtors are not intending to serve the Notice of Commencement on any PPIC unless 

such party or individual has filed a notice of appearance in accordance with Local Rule 2002-1 

or is otherwise identified on the Debtors’ Schedules as having a claim against any of the Debtors, 

including contingent, unliquidated or disputed claims (i.e., litigation parties or parties otherwise 

known to be creditors of the Debtors). 

235. Rather than incurring the additional cost and expense of mailing a separate 

Notice of Commencement to PPICs, in connection with the Debtors’ motion seeking authority to 

establish deadlines for creditors and other parties in interests to file proofs of claim in the 

Chapter 11 Cases (the “Bar Date Motion”), it is my understanding that the Debtors intend to 
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request authority to provide notice to PPICs of the commencement of the Chapter 11 Cases 

pursuant to a combined notice to be served in connection with the notice establishing the 

deadline for PPICs to file proofs of claims in the Chapter 11 Cases (the “PPIC Combined 

Notice”).  With the exception of the PPIC Combined Notice, which, I understand, the Debtors 

intend to mail to a substantial and clearly defined subset of PPICs (the “PPIC Notice Parties”) in 

accordance with the relief it will seek pursuant to the Bar Date Motion, all updates and other 

notices sent to PPIC Notice Parties shall be delivered electronically in accordance with the PPIC 

Electronic Opt-In Procedures.   

236. In order to serve the PPIC Combined Notice as the Debtors anticipate 

pursuant to the Bar Date Motion, it is my understanding that the Debtors require certain vehicle 

registration information (including the owner names and addresses, years, makes, models and 

VIN Numbers of the Subject Vehicles) from IHS Markit and its subsidiary R.L. Polk and Co. 

(collectively, “IHS”), which specializes in obtaining such information from, inter alia, the 

applicable departments of motor vehicles.  Due to confidentiality restrictions, however, IHS is 

not permitted to release such information to the Debtors or their professionals absent a court 

order compelling them to do so.  Once they receive the necessary information regarding the 

Subject Vehicles from IHS, subject to receipt and review of such data and information, Prime 

Clerk estimates that it will take approximately three (3) weeks to mine the necessary information 

and manipulate it into the required format to conduct their mailings.  Accordingly, to facilitate 

and streamline the eventual mailing of the PPIC Combined Notice, the Debtors are requesting 

the Court order and direct IHS, and any applicable state or territory department of motor vehicles 

or similar governmental agency, to provide the Debtors and their professionals with the 

necessary information to send the PPIC Combined Notice to current registered owners of Subject 
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Vehicles and registered owners of Subject Vehicles from January 1, 2013 onward, including, 

with respect to all periods, owners’ full names and all address information, whether residential or 

other. 

237. The Debtors submit that, in light of the PPIC Combined Notice, 

widespread press and news coverage regarding the commencement of these Chapter 11 Cases, 

the Debtors’ proposed publication of the Notice Commencement in the national editions of the of 

each of The Wall Street Journal, The New York Times, and USA Today, as well as in the 

Automotive News, and additional supplemental noticing procedures, including the creation of a 

website and toll-free number, internet banner advertising, sponsored search listing, information 

release, and social media campaign, that all parties and interests will receive due and proper 

notice of the commencement of these Chapter 11 Cases.  Furthermore, the Debtors intend, in 

connection with the Bar Date Motion, to serve, or caused to be served, notice of any such 

deadline on all creditors and parties in interests as required under the Bankruptcy Code and 

Bankruptcy Rules, including on parties and individuals that own or may have owned vehicles 

containing PSAN Inflators.  The Debtors submit that these measures collectively will give all 

parties in interest due and proper notice of the commencement of these Chapter 11 Cases, and I 

agree. 
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Pursuant to 28 U.S.C. § 1746, I declare under penalty of perjury that the foregoing 

is true and correct. 

Executed this 25th day of June, 2017 
 

/s/ Scott E. Caudill      
Scott E. Caudill 
Executive Vice President & Chief Operating Officer 
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Takata Corporation
Corporate Brochure 2016

2016.12

www.takata.com

Japan

America

Brazil

Mexico

Uruguay

Czech Republic

France

Germany

Italy

Morocco

Poland

Hungary

Romania

Russia

South Africa

China

India

Indonesia

Korea

Malaysia

Philippines

Singapore

Thailand
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Takata Corporation is one of the world’s leading automotive safety systems companies, 

supplying nearly all the world’s major automakers with a product range that includes seat 

belts, airbag systems, steering wheels, child seats, and electronic devices such as satellite 

sensors and electronic control units. 

Takata began operations in 1933 as a textile company in Shiga Prefecture, Japan, and 

began to focus on businesses relating to automotive safety systems from the early 1950s. 

Since bringing Japan’s first seat belt to market in 1960, we have developed a strong 

track record of firsts—in Japan and worldwide. First with innovative products. First with 

sophisticated systems that take automotive safety to the next level. 

Over the course of more than 80 years, we have grown both organically and through 

acquiring and successfully integrating businesses around the globe. Today, Takata has  

57 plants in 21 countries* and is one of the most vertically integrated manufacturers in the 

global automotive safety industry, operating within a regional and global framework that 

encompasses the entire value chain.

Takata: A Company of Firsts 

From our first steps in the 1950s to our latest strides  

on the global stage, we’ve been putting safety first  

as a pioneer in automotive safety systems.

2

Six decades of firsts
Since beginning research into seat belts in 1952, Takata has been driven 

by the pursuit of safety. Takata continues to evolve today, advancing with 

each groundbreaking achievement toward a safer future.

1960
 

Seat belt

First in Japan to 
commercialize  

two-point seat belts

1980
 

Airbags

First in world to 
commercialize driver  

airbag modules (Petri AG, 
now Takata AG)

1977
Child restraint 

systems
First in Japan to 

commercialize child 
restraint systems

1996
Force limiter  

seat belts
First in Japan to 

commercialize force  
limiter seat belts

1962
 

Crash test

First in Japan to  
conduct public  

seat belt crash tests
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Takata continues to 

undertake advanced 

research into high-

technology safety systems 

and products, and has 

received numerous awards 

for innovation and excellence in automotive safety. We are investing for growth in  

emerging and developed markets worldwide, building on our strong relationships  

with global and local automakers to provide consistently high quality, reliable supply,  

and close alignment with end-user needs.

Of course, to be a company of firsts you must first have a dream. Our dream  

is for a society with zero fatalities from traffic accidents, and our mission is to  

make this dream a reality.

*As of March 31, 2016

3

2006
Motorcycle  

airbags
First in world to 
commercialize  

motorcycle airbags

2012
Front center 

airbags
First in world to 
commercialize  

front center airbags

2013
D-shape curtain 

airbags
First in world to 

commercialize D-shape 
curtain airbag

2010
 

Airbelts

First in world to 
commercialize  
safety airbelts

2005
Twin bag  
systems

First in world to 
commercialize  

twin bag systems
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Japan The Americas Europe and Africa Asia (excluding Japan)

One World, One Takata

Takata is a global company with capital of ¥41,862 million  

and consolidated sales of ¥718,003 million*, operating 57 plants  

in 21 countries with 50,530 employees.

4

Our global headquarters 

is located in Tokyo, and in 

Japan Takata has seven 

manufacturing plants and one 

R&D facility. In February 2013, 

we completed construction 

of the new No. 3 Evaluation 

Building at our Echigawa 

Plant in Shiga, and intro-

duced a new servo sled 

that incorporates the latest 

advances in crash scenario 

simulation. The addition of 

this facility further enhances 

our global R&D network. We 

have approximately 1,300 

employees in Japan.

Takata’s regional headquar-

ters for the Americas is in 

Auburn Hills, Michigan. We 

have seven plants and five 

R&D facilities in the U.S., 

and nine plants and one R&D 

facility in Mexico. In South 

America, we have three plants 

and one R&D facility in Brazil, 

and in 2011 we established 

our first plant in Uruguay.  

We currently have approxi-

mately 32,000 employees  

in the Americas.

Takata’s regional headquar-

ters for Europe and Africa 

is located in Aschaffenburg, 

Germany, 40 km southeast of 

Frankfurt. We have 17 facto-

ries and five R&D facilities in 

the region. In 2013 we estab-

lished a subsidiary company 

in Hungary and constructed 

a factory there in 2014. We 

have approximately 13,400 

employees in the region.

In the Asia region we have  

13 plants and four R&D centers 

in eight countries, including 

China, India, South Korea, 

Thailand and Indonesia. To 

strengthen our capabilities in 

the growing China market we 

established a factory in the city 

of Jingzhou (Hubei province) in 

2015. We have approximately 

3,700 employees in the region 

excluding Japan.

7

1

¥77,040 million

10.7%

20

7

¥319,603 million

44.5%

17

5

¥170,638 million

23.8%

13

4

¥150,720 million

21.0%

Plants

R&D facility

Net sales*

of total sales*

Plants

R&D facilities

Net sales*

of total sales*

Plants

R&D facilities

Net sales*

of total sales*

Plants

R&D facilities

Net sales*

of total sales*

*Fiscal year ended March 31, 2016
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Message from the Chairman and CEO

5

As chairman and CEO of Takata Corporation, I would like to apologize for the concern  

caused to the driving public, our business partners and our shareholders by the extensive 

market recalls of vehicles fitted with Takata airbags.

We are working on many fronts to ensure the safety of the driving public and restore trust 

in our company’s products. In partnership with our automaker customers, we are investigating 

and analyzing the cause of the problems. We are providing complete support for the market 

recalls, and we are cooperating fully and closely with the U.S. National Highway Traffic Safety 

Administration (NHTSA) and other regulators to resolve the issues and ensure the safety of  

our end-users.

Product quality is our highest priority. Throughout our organization we have adopted a 

range of new measures and reforms to further increase our focus on product quality. Under the 

direction of our newly established Takata Quality Drive Division, we are engaging in measures 

to strengthen our approach to quality in all of our business processes, including development, 

design, procurement, manufacturing and logistics.

We have been engaging in initiatives throughout our organization, including establishing 

a manufacturing reform project to clarify and analyze every step of our production process, 

adopting new development and design methods, and providing additional programs to  

foster expertise among our personnel.

Alongside our product development for passive safety systems that act directly to protect 

human life in the event of an impact, we are developing pre-crash safety systems that help to 

minimize injuries, and active safety systems that, through the use of integrated front and rear 

camera sensors, warn drivers of potential dangers and help prevent accidents from occurring.

We also see opportunities to apply our experience in safety technology in other areas 

where human lives need to be protected, and are investigating the potential for further systems 

development in aircraft safety and other forms of transportation.

Safety is the foundation of our business, and we will continue to pursue the development 

and production of innovative, high-quality systems and products that advance the cause of 

transportation safety and help protect the traveling public.

Shigehisa Takada

Chairman and CEO
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Total Safety Systems

6

Our product range encompasses 

the full spectrum of passive 

and active automotive safety 

technology, and the results of our 

advanced research and relentless 

attention to detail can be found 

throughout the anatomy of a car—

helping to reduce the impact of 

traffic accidents on individuals 

and on society.

Seat belts

Since commercializing Japan’s first seat belts in 1960, we 

have continued to improve the effectiveness and comfort of 

seat belts through innovation in areas such as textiles and 

weaving technology. Recently we modified our motorized seat 

belt to provide enhanced comfort and safety. In addition to 

automatically tightening to restrain vehicle occupants when 

pre-crash sensors detect risk of collision, the new comfort 

function reduces the pressure exerted by the seat belt during 

normal driving while holding vehicle occupants in position 

during sudden braking or sharp turns. In 2010 we became 

the first in the world to commercialize the Airbelt, a new type 

of seat belt that inflates like an airbag at the time of impact. 

We also recently developed new state-of-the-art inkjet printing 

technology which allows us to create seat belt webbing with 

patterns, words or logos in a variety of colors. 

Driver seat belts (Motorized seat belts)

Passenger seat belts (Motorized seat belts)

Rear seat belts (Airbelts)

1

3

2

1

3

2

1
3

2
45 6

7 1
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7

Airbag systems

Takata successfully commercialized the world’s first driver 

airbags in 1980, which were supplied to Daimler Benz for its 

S-Class model. Since then we have continued to enhance 

our capabilities in the development, design and produc-

tion of airbag systems and products, from airbag textiles to 

hazard detection control units and inflator technology, and 

today most of these operations are carried out in-house. 

In addition to driver and passenger airbags, side airbags, 

curtain airbags and knee airbags that protect the legs of 

front seat occupants, we have commercialized innova-

tive new products such as the Front Center Airbag, which 

inflates between the left and right front seats and serves as 

an energy absorbing cushion between the driver and front 

seat passenger in both near and far side-impact crashes.

Driver airbags

Passenger airbags (Twin bag systems)

Knee airbags

Side airbags

Curtain airbags (D-shape curtain airbags)

Pedestrian head protection airbags

Front center airbags

1

3

2

4

5

6

7

Steering wheels

Steering wheels are an essential component of automotive 

safety systems, combining safety and other vehicle control 

functions in a package that must be both functional and 

stylish. Takata’s fully integrated steering wheel development 

and production system encompasses a variety of needs, 

from die-cast magnesium inner frames to leather wrapping, 

switching systems and final assembly.

Ongoing innovations, such as Takata’s Vacuum Folding 

Technology, have reduced the size of some driver airbags 

in Takata’s product line-up, and introduced new features 

for safety and comfort. This is enabling interior designers to 

explore new opportunities to enhance the driving environment 

and differentiate their vehicles for the needs of each market 

and consumer segment. 

Takata has recently introduced a vibration steering wheel, 

featuring a unit inside the spoke of the wheel that vibrates to 

notify the driver of potential dangers such as inadvertent lane 

departure, travelling too close to the car in front, over-accel-

eration, and falling asleep at the wheel. We are also currently 

developing an Active Front Steering system that improves the 

driver experience by allowing for movement of the vehicle’s 

front tires to vary with respect to the movement of the steer-

ing wheel based on vehicle speed.

Steering wheels1
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Total Safety Systems (cont.)

8

Electronics

In vehicles of today, sophisticated electronics form part 

of nearly every automotive safety feature, and enable the 

integration of multiple passive and active safety functions to 

enhance total safety system effectiveness. In addition to the 

use of electronics in conventional safety systems such as 

airbags and seat belt pretensioners, active pre-crash safety 

systems have opened up new realms of possibilities in safety, 

with highly developed sensors being used to identify hazards 

and help prevent accidents from occurring. Recent technol-

ogy under development includes Hands on Wheel sensing 

technology, and a Lightbar Steering Wheel, which provides  

a visual warning of potentially dangerous situations.

Satellite sensors

Electronic control units (ECUs)

Occupant classification sensors

Vision sensors

1

3

2

4

Sales  
by product 
category
(FY2016)

(Including electronics,  
and child seats) Seat belts

33.5%

Airbag systems

35.7%

Other

14.1%

Steering 
wheels

16.8%

2

4

1

1

1

2

3
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9

Other

Takata produces a wide range of interior parts for automo-

biles including seat covers, headrests, cargo shades, center

and door armrests, sun visors and bolsters. Takata also 

produces specialty textile products, drawing on more than  

80 years of experience in industrial fabrics. The diverse 

applications for Takata’s textiles include products in the 

aerospace, automotive and marine industries.

More recently, Takata has expanded into non-automotive 

safety systems, most notably with the 2012 acquisition of a 

BAE Systems subsidiary that produces and sells seat belts 

for airplanes and helicopters, as well as other safety equip-

ment for this market. Takata also acquired SynTec Seating 

Solutions LLC, the largest independent school bus seat 

manufacturer in the U.S., extending an existing partnership 

with Takata in lap/shoulder belts for school buses and creat-

ing opportunities for safety products in other areas.

Interior trim

Pop-up hood devices

Aircraft safety business

Seat systems for buses

Full harness seat belts for motor sports

Child restraint systems

Since pioneering child restraint systems in Japan with the  

first domestic commercial child seat in 1977, Takata has 

continued to set the most exacting standards for in-vehicle 

child safety, with the firm belief that they are the equivalent  

of seat belts for children. 

Since the late 1980s, Takata has embraced the ISOFIX 

standard, created by the International Standards Organiza-

tion to assure that child restraint systems for automobiles are 

installed properly. In 2011, Takata launched the takata04-i fix,  

Japan’s first ever ISOFIX child seat suitable for newborns 

through to toddlers which meets new EC standards. 

ISOFIX is a system to prevent incorrect fitting of child 

seats, using a fitment method which differs from the tradi-

tional system of securing the child seat with the vehicle seat 

belt. Instead, it directly fixes the child seat in place using 

special connectors fitted to the vehicle.

Child seats1 1

2
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A Pioneer’s History: 1933 – 2015

Takata has always been a pioneer in meeting the needs of the times.  

Driven by our dedication to save human life, we have spread our  

pioneering spirit to all of our locations worldwide.

10

1977

Began production 

of “Guardian®” child 

restraint systems

1983

Changed trade  

name to Takata 

Corporation

1965

Began a series of 

tests using crash 

test dummies, which 

received nationwide 

media coverage 

1952

Stimulated by 

American research 

on equipping cars 

with seat belts, 

Takata began its 

own research on 

using textile weaving 

technology to manu-

facture seat belts

1988

Established European 

Components 

Company (ECC) in 

Northern Ireland as 

a production base 

for Europe. Began 

production and  

sales of seat belts  

in Europe

	  

	  

1933

Takata Company, a 

textile manufacturer 

was established by 

Takezo Takada in 

Shiga Prefecture, 

Japan

1960

Began production  

and sales of Japan’s 

first seat belts

1973

Participated in U.S. 

National Highway 

Traffic Safety 

Administration 

(NHTSA) crash tests. 

Takata was the only 

company out of six 

to clear the 32.3 mph 

standard

1989

Established TK 

HOLDINGS INC. 

in North Carolina, 

U.S.A.

1980

Began production 

and sales of the 

world’s first  

driver airbags  

(PETRI AG; now 

TAKATA AG)

1984

Established Takata 

Fisher Corporation, 

a joint venture in 

Michigan, U.S.A.,  

to manufacture and  

sell seat belts
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11

Takata logo
The logo mark of Takata is as unique as our history. It is a 

shape that represents the safety concept specific to Takata. 

Visually, it represents the space that is normally invisible 

between the world and Takata, the space that divides yet 

joins us. The curve on the left is taken from the sphere of 

the world and the shape to its right from the T of Takata.

2010

Developed the 

world’s first airbelt 

for passenger vehi-

cles; began fitting 

to mass-produced 

vehicles

Established TAKATA-

PETRI MAROC SARL 

(now TAKATA Maroc 

S.A.R.L.) in Morroco, 

and TAKATA-PETRI 

Rus LLC (now 

TAKATA Rus LLC)  

in Russia

2012

Acquired BAE 

Systems subsidiaries 

BAE Systems Safety 

Product Inc. and 

Schroth Safety 

Products GmbH,  

to enter the aircraft 

safety arena and 

strengthen business 

in motor sport

Acquired SDI-Molan 

GmbH & Co. KG,  

and established 

TAKATA Ignition 

Systems GmbH

Began manufactur-

ing of the world’s 

first mass-produced 

motorcycle airbags

Listed in the First 

Section of the Tokyo 

Stock Exchange

2006

Established Takata 

do Brasil Autopeças 

Ltda. (now TAKATA 

BRASIL S.A.) to serve 

the South American 

seat belt market

1997

2002

Established 

Takata (Shanghai) 

Safety Systems 

Co., Ltd. (now 

Takata (Shanghai) 

Automotive 

Components Co., 

Ltd.) in China

2007

Established TAKATA 

INDIA PRIVATE 

LIMITED in India

1999

Began production 

and sales of “MiLiB®” 

and “ISOFIX” child 

restraint systems

2011

Established Takata 

Uruguay S.A. airbag 

manufacturing 

plant in Uruguay, 

South America, 

and PT. TAKATA 

AUTOMOTIVE 

SAFETY SYSTEMS 

INDONESIA in 

Indonesia

2013

Established Takata 

Safety Systems 

Hungary Kft.

2000

Acquired PETRI AG, 

a major German 

steering wheel 

manufacturer, and 

established TAKATA-

PETRI AG (now 

TAKATA AG)
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Takata Around the World

The AmericasJapan

Sales
Research & Development
Production

12

TK HOLDINGS INC. (U.S.A.) 
Headquarters 2500 Takata Drive, 
Auburn Hills, Michigan, 48326 U.S.A. 
• Ohio Office 
• Pontiac Facility 
• Armada Facility 
• San Antonio Plant 
• Moses Lake Plant 

Highland Industries, Inc. (U.S.A.)
• Cheraw Plant 
• Kernersville Plant 
• Kernersville Facility 

Interiors In Flight, Inc. (U.S.A.)

SynTec Seating Solutions LLC (U.S.A.)

Takata Protection Systems Inc. (U.S.A.)

Equipo Automotriz Americana, S.A. de C.V. (Mexico)
• Agua Prieta Plant 
• Monterrey Plant 1 
• Monterrey Plant 2 
• Monterrey Technical Center

Industrias Irvin de Mexico, S.A. de C.V. (Mexico) 

Takata de Mexico, S.A. de C.V. (Mexico)
• Monclova Plant 
• Torreon Plant

TAKATA BRASIL S.A. (Brazil) 
• Jundiai Plant 
• Piçarras Plant 
• Mateus Leme Plant

Takata Uruguay S.A. (Uruguay) 

Takata Corporation 
Headquarters TOKYO FRONT TERRACE  
2-3-14 Higashishingawa, Shinagawa-ku, 
Tokyo, 140-0002 Japan  
• Hikone Plant, Shiga 
• Nagahama Plant, Shiga 
• Echigawa Plant, Shiga 
• Aisho Plant, Shiga 
• Nagoya Office, Aichi 
• Hiroshima Office, Hiroshima 
• Utsunomiya Office, Tochigi 
• Atsugi Office, Kanagawa

Takata Kyusyu Corporation 
• Taku Plant, Saga  
• Arita Plant, Saga 

Takata Service Corporation (Shiga) 

S
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S
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S
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RD
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S RD
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P
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P

P
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Europe and Africa Asia (excluding Japan)

13

Takata Asia Pte Ltd (Singapore)

TAKATA CPI SINGAPORE PTE LTD (Singapore)

Takata (Philippines) Corporation (Phillippines)

TAKATA-TOA CO., LTD. (Thailand)

Takata Automotive Safety Systems 
(M) Sdn. Bhd. (Malaysia)

TAKATA KOREA CO., LTD. (Korea)
• Hwaseong Plant 
• Busan Office

Takata (Shanghai) Automotive 
Component Co., Ltd. (China)
• Shanghai Plant 
• Guangzhou Office 
• Changchun Office

Takata (Tianjin) Automotive 
Component Co., Ltd. (China)

Takata (Jingzhou) Automotive Component Co., Ltd.

Takata (Shanghai) Vehicle Safety Systems 
Technical Center Co., Ltd. (China)

TAKATA (CHANGXING) SAFETY SYSTEMS 
CO., LTD. (China)

Takata Automotive Electronics 
(Shanghai) Co., Ltd. (China)

TAKATA INDIA PRIVATE LIMITED (India)
• Neemrana Plant 
• Chennai Plant 
• Pune Office 

PT. TAKATA AUTOMOTIVE SAFETY SYSTEMS 
INDONESIA (Indonesia)

TAKATA AG  
Headquarters Bahnweg 1,  
63743 Aschaffenburg, Germany
(Germany) 
• Aschaffenburg-Nilkheim Plant 
• Berlin Facility 
• Ulm Facility 
(France) 
• Paris Office 
(Italy) 
• Torino Office

TAKATA Sachsen GmbH (Germany)
• Elterlein Plant 
• Freiberg Plant 
• Döbeln Plant

TAKATA PlasTec GmbH (Germany)

SCHROTH Safety Products GmbH (Germany)
• Headquarters 
• Kaiserhaus Facility 

TAKATA Ignition Systems GmbH (Germany)

TAKATA Parts s.r.o. (Czech Republic)
• Dolní Kalná Plant 
• Rtyne Plant

TAKATA Parts Polska Sp. z o.o. (Poland)

Takata Safety Systems Hungary Kft. (Hungary)

TAKATA Romania S.R.L. (Romania)

TAKATA Sibiu S.R.L. (Romania)

TAKATA Rus LLC (Russia)

TAKATA South Africa (Pty.) Ltd. (South Africa)
• Durban Plant

TAKATA Maroc S.A.R.L. (Morocco)

*As of December 2016

P

S

S

S

S

S

S

S

RD

RD

RD

P

S RD P

S RD P

S RD P

S RD P

RD

RD

S P

S P

S P

S P

S P

P

P

S P

S P

S P

P

S P

S P

P

P

P

P

P

P

P

P

P

P

P

186



Takata Corporation
Corporate Brochure 2016

2016.12

www.takata.com

Japan

America

Brazil

Mexico

Uruguay

Czech Republic

France

Germany

Italy

Morocco

Poland

Hungary

Romania

Russia

South Africa

China

India

Indonesia

Korea

Malaysia

Philippines

Singapore

Thailand
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Home  Road Transportation  Motor Vehicle Safety  Takata recalls in Canada

Transport Canada (http://www.tc.gc.ca/eng/menu.htm)

Takata recalls in Canada
Transport Canada has not received any complaints from Canadians alleging abnormal

deployment of airbags supplied by Takata and is not aware of any related incidents in

Canada. Auto manufacturers have also confirmed that no abnormal deployments of

airbags supplied by Takata have occurred in Canada.

In Canada, vehicle manufacturers are responsible for carrying out notice of defect (recall)

campaigns, not parts suppliers, such as Takata. All vehicles currently affected by a recall

or safety improvement campaign involving Takata airbag inflators are listed in Transport

Canada's motor vehicle recalls database (http://wwwapps.tc.gc.ca/Saf-Sec-Sur/7/VRDB-

BDRV/search-recherche/menu.aspx?lang=eng). Several auto manufacturers have

announced expansions of recalls in Canada relating to Takata airbags in May 2015.

Transport Canada will take all necessary actions to protect the safety of Canadians and

will continue to provide updates as new information becomes available.

Update, June 2016:

2001-2003 Honda and Acura owners who had their airbags recalled in 2008 and 2010

should ensure they have them replaced immediately. New U.S. research shows that

Takata airbags on these vehicles may be at higher risk of failure. See recalls 2008414

(http://wwwapps.tc.gc.ca/Saf-Sec-Sur/7/VRDB-BDRV/search-recherche/detail.aspx?

lang=eng&&rn=2008414) and 2010042 (http://wwwapps.tc.gc.ca/Saf-Sec-

Sur/7/VRDB-BDRV/search-recherche/detail.aspx?lang=eng&&rn=2010042) in our

recalls database to find out if you're affected.

Is your vehicle affected by a Takata recall?

Below is a list of all recalls regarding Takata airbags dating back to 2008. For information

on individual recalls, click the recall number provided below. You can also contact your

vehicle manufacturer (/eng/motorvehiclesafety/safevehicles-defectinvestigations-

1415.html) or dealer. If you are impacted by a recall, please have your vehicle serviced at

the earliest opportunity.
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Filter items Showing 1 to 10 of 80 entries

10 Show entries

Recall Number (Click for

more information)

Recall

Date Manufacturer

Name Make / Model

2017261

(http://wwwapps.tc.gc.ca/Saf-

Sec-Sur/7/VRDB-

BDRV/search-

recherche/detail.aspx?

lang=eng&&rn=2017261)

2017-05-

12

REV Recreation

Group

FLEETWOOD RV ICON

[2010]

2017186

(http://wwwapps.tc.gc.ca/Saf-

Sec-Sur/7/VRDB-

BDRV/search-

recherche/detail.aspx?

lang=eng&&rn=2017186)

2017-03-

30

HONDA HONDA ACCORD [2003]

2017131

(http://wwwapps.tc.gc.ca/Saf-

Sec-Sur/7/VRDB-

BDRV/search-

recherche/detail.aspx?

lang=eng&&rn=2017131)

2017-03-

10

CHRYSLER DODGE SPRINTER

[2007, 2008, 2009]

2017054

(http://wwwapps.tc.gc.ca/Saf-

Sec-Sur/7/VRDB-

BDRV/search-

recherche/detail.aspx?

lang=eng&&rn=2017054)

2017-02-

03

NISSAN INFINITI QX4 [2002]

NISSAN PATHFINDER

[2002]
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Recall Number (Click for

more information)

Recall

Date Manufacturer

Name Make / Model

2017034

(http://wwwapps.tc.gc.ca/Saf-

Sec-Sur/7/VRDB-

BDRV/search-

recherche/detail.aspx?

lang=eng&&rn=2017034)

2017-01-

20

BMW BMW 3 SERIES [2001,

2002]

BMW 5 SERIES [2001,

2002]

BMW X5 [2001, 2002,

2003]

2017027

(http://wwwapps.tc.gc.ca/Saf-

Sec-Sur/7/VRDB-

BDRV/search-

recherche/detail.aspx?

lang=eng&&rn=2017027)

2017-01-

13

TESLA TESLA MODEL S [2012]

2017026

(http://wwwapps.tc.gc.ca/Saf-

Sec-Sur/7/VRDB-

BDRV/search-

recherche/detail.aspx?

lang=eng&&rn=2017026)

2017-01-

13

VOLKSWAGEN AUDI A4 [2006, 2007,

2008]

AUDI A6 [2005, 2006,

2007, 2008]

AUDI RS4 [2007, 2008]

AUDI S4 [2006, 2007,

2008]

AUDI S6 [2007, 2008]
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Recall Number (Click for

more information)

Recall

Date Manufacturer

Name Make / Model

2017024

(http://wwwapps.tc.gc.ca/Saf-

Sec-Sur/7/VRDB-

BDRV/search-

recherche/detail.aspx?

lang=eng&&rn=2017024)

2017-01-

12

FORD FORD EDGE [2007,

2008]

FORD FUSION [2006,

2007, 2008]

FORD GT [2006]

FORD MUSTANG [2005,

2006, 2007, 2008]

FORD RANGER [2007,

2008]

LINCOLN MKX [2006,

2007, 2008]

LINCOLN MKZ [2006,

2007, 2008]

LINCOLN ZEPHYR

[2006, 2007, 2008]

2017023

(http://wwwapps.tc.gc.ca/Saf-

Sec-Sur/7/VRDB-

BDRV/search-

recherche/detail.aspx?

lang=eng&&rn=2017023)

2017-01-

12

NISSAN INFINITI FX35 [2005,

2006, 2007, 2008]

INFINITI FX45 [2005,

2006, 2007, 2008]

INFINITI M35 [2006,

2007, 2008, 2009, 2010]

INFINITI M45 [2006,

2007, 2008, 2009, 2010]

NISSAN VERSA [2007,

2008]

2017021

(http://wwwapps.tc.gc.ca/Saf-

Sec-Sur/7/VRDB-

BDRV/search-

recherche/detail.aspx?

lang=eng&&rn=2017021)

2017-01-

11

GENERAL

MOTORS

SAAB 9-2X [2006]
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Frequently asked questions

▼ 1. Why are Takata airbags being recalled?

The driver or passenger front airbag inflators of certain vehicles could produce too

much pressure when the airbag opens. This may break the inflator and increase the

risk of injury. Poorly inflated airbags don't provide maximum protection, and broken

inflators may propel sharp fragments towards the driver or passengers.

This defect is more likely to occur if your vehicle has been exposed to sustained high

humidity and temperatures for long periods of time. Since these conditions typically

do not exist in Canada, Transport Canada considers the risk to Canadians to be low.

▼ 2. How many incidents or complaints regarding Takata airbags have there

been in Canada?

Transport Canada has not received any complaints from Canadians or manufacturers

alleging abnormal deployment of Takata airbags and is not aware of any incidents in

Canada.

If you believe a safety-related defect may be affecting your vehicle, call us at 1-800-

333-0510 or use our online public complaint form (https://wwwapps.tc.gc.ca/Saf-Sec-

Sur/7/PCDB-BDPP/fc-cp.aspx?lang=eng).

▼ 3. How do I find out if my vehicle is affected by a Takata recall?

Visit Transport Canada's motor vehicle safety recalls database: www.tc.gc.ca/recalls

(http://www.tc.gc.ca/recalls). You can also find a list of all affected vehicles at:

http://www.tc.gc.ca/eng/motorvehiclesafety/safevehicles-defectinvestigations-

1433.html (/eng/motorvehiclesafety/safevehicles-defectinvestigations-1433.html).

Visit your auto manufacturer's (/eng/motorvehiclesafety/safevehicles-

defectinvestigations-1412.html) website to see if you can check the recall status of

your vehicle using its 17-digit vehicle identification number (VIN).

You can also contact your vehicle manufacturer

(/eng/motorvehiclesafety/safevehicles-defectinvestigations-1415.html) or dealer for

more information.

…2 3 4 5 8 Next 1
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▼ 4. Will the dealer replace my airbag free of charge?

Yes, dealers will replace airbag and/or airbag inflator free of charge. If a recall affects

you, please bring your vehicle to your dealer for service.

▼ 5. My vehicle has been recalled. Should I have it repaired?

Yes. Vehicle owners are responsible not only for their own safety, but for the safety of

anyone who drives or rides in their vehicle, including future owners.

If a recall affects your vehicle, have it repaired as soon as possible.

▼ 6. When will the replacement parts arrive?

Due to the large number of vehicles affected worldwide and the fact that each inflator

is specific to each model and manufacturer, it could take some time before

replacement parts are received.

Your dealer will send you a letter as soon as replacement parts are available.

▼ 7. In the mean time, is it safe to drive my vehicle?

We believe the risk to Canadians is low since the defect is linked to long exposure to

high humidity and temperatures.

Some dealers are offering loaner vehicles until they can replace inflators. Please

contact your dealer for more information.

▼ 8. How many vehicles in Canada are affected?

To date, over 4.3 million Takata airbag inflators have been subject to a recall in

Canada. Several driver and passenger frontal airbags are affected.

As some vehicles may require the replacement of both the driver and passenger

airbag, the figure mentioned above is not the number of vehicles involved, but the

number of airbags recalled.

▼ 9. How is this new recall different from the special service campaign

announced by some vehicle manufacturers in late 2014?
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Generally, a special service campaign is a voluntary action taken by a vehicle

manufacturer to address issues that are not likely to affect safety. A recall is used for

issues that are likely to affect safety.

In late 2014, several manufacturers announced recalls for Takata airbags in vehicles

originally sold or registered in southern U.S. states. Following these targeted recalls,

several manufacturers announced special service campaigns for areas outside the

target area (including Canada) because they did not believe the airbags in non-

recalled vehicles were likely to affect safety. However, further study shows that a risk

may exist for vehicles outside of the target area, so manufacturers issued formal

recalls.

Under these new recalls, dealers will replace Takata airbags and/or inflators free of

charge.

▼ 10. What is Transport Canada doing about the situation here in Canada?

Transport Canada is working closely with vehicle manufacturers to monitor Takata

recalls in Canada. Last year, Transport Canada asked manufacturers to provide

information on any cases of abnormal deployment in Canada. All manufacturers

complied fully with the request and indicated that no complaints or incidents had

been reported.

Transport Canada has been in regular contact with the U.S. National Highway Traffic

Safety Administration and vehicle manufacturers to ensure Canadians have the latest

information on vehicles affected by Takata recalls.

In Budget 2015, the Government of Canada committed to further strengthening the

recall system by giving the Minister new powers to order recalls and fine

manufacturers.

▼ 11. How are vehicles recalled in Canada?

Under the Motor Vehicle Safety Act, companies must issue a notice of safety defect

(recall) when they becomes aware of a defect in the design, construction or

functioning of a vehicle that affects or is likely to affect safety.

Manufacturers are responsible for identifying how to fix the defect. Transport Canada

assesses the proposed solution, which can involve evaluating, analyzing, or testing it.
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The manufacturer must provide the notice of safety defect to the Minister of

Transport, to everyone who purchased the vehicle or equipment, and to the current

owner of the vehicle or equipment. It must describe the defect, the safety risk, and

how to fix it. The manufacturer must provide a follow-up report to the Minister within

60 days and then every four months for up to two years.

Transport Canada notifies provincial authorities of recalls, gathers all information

necessary to inform Canadians, and publishes the recall information in its database

(http://wwwapps.tc.gc.ca/saf-sec-sur/7/vrdb-bdrv/search-recherche/menu.aspx?

lang=eng).

To learn about defect investigations and recalls, visit:

http://www.tc.gc.ca/eng/motorvehiclesafety/safevehicles-defectinvestigations-

information-index-80.htm (/eng/motorvehiclesafety/safevehicles-defectinvestigations-

information-index-80.htm).

▼ 12. Are some Takata airbags more dangerous than others?

New U.S. research shows that certain Takata airbags recalled back in 2008 and 2010

may be at higher risk of failure. This applies to Honda and Acura vehicles made

between 2001 to 2003. See recalls 2008414 (http://wwwapps.tc.gc.ca/Saf-Sec-

Sur/7/VRDB-BDRV/search-recherche/detail.aspx?lang=eng&&rn=2008414) and

2010042 (http://wwwapps.tc.gc.ca/Saf-Sec-Sur/7/VRDB-BDRV/search-

recherche/detail.aspx?lang=eng&&rn=2010042) in our recalls database.

Date modified:

2017-05-24

Page 8 of 8Takata recalls in Canada - Transport Canada

06/26/17http://www.tc.gc.ca/eng/motorvehiclesafety/safevehicles-defectinvestigations-1433.html

197



198



199



MT DOCS 16787590

Summary of Canadian Class Actions

Case Name Date Filed Plaintiffs(s) Jurisdiction Takata
Entities

OEMs Amount
Claimed

Class
Counsel

Continuing Actions

Des-Rosiers et
al. v. Takata
Corporation
et al., CV-16-
543767-00CP

Nov. 7, 2014 • Rick Des-
Rosiers

• Stephen
Kominar

Ontario • TKH
TKJ

• Honda $650
million

Sutts,
Strosberg LLP
and McKenzie
Lake LLP

McIntosh v.
Takata
Corporation
et al., CV-16-
543833-00CP

Nov. 7, 2014 • John McIntosh Ontario • TKH
TKJ

• Toyota $650
million

Sutts,
Strosberg LLP
and McKenzie
Lake LLP

Coles v.
Takata
Corporation
et al., CV-16-
543764-0CP

May 21, 2015 • Gary Coles Ontario • TKH
TKJ

• Fiat
Chrysler

$650
million

Sutts,
Strosberg LLP
and McKenzie
Lake LLP

Mailloux v.
Takata
Corporation
et al., CV-16-
543763-00CP

Apr. 10, 2015 • Jeff Mailloux Ontario • TKH
TKJ

• Nissan $650
million

Sutts,
Strosberg LLP
and McKenzie
Lake LLP

D'Haene et al.
v. Takata
Corporation
et al., CV-16-
543766-00CP

Apr. 10, 2015 • Donald D'Haene
• Keith Sanford
• Mary Salmon
• Beverley Cyr
• Arlene

Stevenson

Ontario • TKH
TKJ

• BMW
• Ford
• GM
• Mazda
• Subaru

(Fuji)

$650
million

Sutts,
Strosberg LLP
and McKenzie
Lake LLP
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Case Name Date Filed Plaintiffs(s) Jurisdiction Takata
Entities

OEMs Amount
Claimed

Class
Counsel

• Nidhi Prashar
• Mira Melien
• Josee Gaulin

• Mitsubishi
• Mercedes-

Benz
• Volkswagen

Abeyance Actions

Rai v. Takata
Corporation
et al., S-
148694

Nov. 12, 2014 • Reena Rai British
Columbia

• TKH
• TKJ
• Highland

• Honda Not
specified

Garcha &
Company

Loewenthal v.
Takata
Corporation
et al., S-
149072

Nov. 25, 2014 • Colin
Loewenthal

British
Columbia

• TKH
• TKJ
• Highland

• BMW Not
specified

Garcha &
Company

Covill v.
Takata
Corporation
et al., QBG
2561/2014

Dec. 5, 2014 • Liesa Covill Sask. • TKH
• TKJ
• Highland

• None Not
specified

Merchant Law
Group

Hall v. Takata
Corporation
et al., QBG
1284/2015

Jun. 1, 2015 • Dale Hall Sask. • TKH
• TKJ
• Highland

• Honda
• Toyota
• Subaru

(Fuji)
• BMW
• Nissan
• Mazda
• Ford
• GM
• Fiat

Not
specified

Merchant Law
Group
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Case Name Date Filed Plaintiffs(s) Jurisdiction Takata
Entities

OEMs Amount
Claimed

Class
Counsel

Chrysler
Vitoratos et
al. v. Takata
Corporation
et al., 500-06-
000723-144

Dec. 5, 2014 • Eleni Vitoratos
• Andrea Frey

Quebec • TKH
• TKJ
• Highland

• Honda
• Toyota
• Subaru

(Fuji)
• BMW
• Nissan
• Mazda
• Ford
• GM
• Fiat

Chrysler
• Mitsubishi

Amount to
be
determined
by the court

Consumer
Law Group

Dismissed Actions

Pham v.
Takata
Corporation
et al., CV-14-
41719-00CP

Dec. 1, 2014 • John Pham Ontario • TKH
• TKJ
• Highland

None $1.1 billion Merchant Law
Group

Khalid v.
Takata
Corporation
et al., CV-15-
529679-00CP

Jun. 5, 2014 • Bilal Khalid Ontario • TKH
• TKJ
• Highland

• Honda
• Toyota
• Nissan
• BMW
• Ford
• GM
• Mazda
• Subaru

(Fuji)

$4.9 billion Merchant Law
Group
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Case Name Date Filed Plaintiffs(s) Jurisdiction Takata
Entities

OEMs Amount
Claimed

Class
Counsel

• Fiat
Chrysler

• Mitsubishi
Hayvren v.
Takata
Corporation
et al., CV-15-
63216-00CP

Jan. 29, 2015 • Michael
Hayvren

Ontario • TKH
• TKJ
• Highland

• Honda
• Toyota
• Subaru

(Fuji)
• BMW
• Nissan
• Mazda
• Ford
• GM
• Fiat

Chrysler
• Mitsubishi

Not
specified

Consumer
Law Group

Alafogiannis
v. Takata
Corporation
et al., CV-15-
530703-00CP

Jun. 18, 2015 • Nikolaos
Alafogiannis

Ontario • TKH
• TKJ
• Highland
• Automotive

Systems
Laboratory
Inc.

• Inflation
Systems
Inc.

• Honda
• BMW
• Nissan
• Toyota
• Subaru

(Fuji)
• Mazda
• Ford
• GM
• Fiat

Chrysler
• Mitsubishi

$1 billion Rochon
Genova LLP

203



204



205



206



207



208



209



210



211



212



213



214



215



216



217



218



219



220



221



222



223



224



225



226



227



228



229



230



231



232



233



234



235



236



237



238



239



240



241



242



243



244



245



246



247



248



249



250



251



252



253



254



255



256



257



258



259



260



261



262



263



6/18/2017 4:42:39 PM e pdpprterQstikeman.com Channel—3 Page 3

   

    

   

  

 

Pfifiywm‘fi;

wasemmam A

Mm 2532(“mm-3

53 3mg?egrmwcmm Cesar: me No CV46—543833umC?

“WWW

ONTIQRK)

"Halffliflififi COERT CF$18FREE‘ N

SB§E§§GRGW$¢T ma same supéazzuss as mime

E E T W BEN:

 

   

   

EGHN M. MCENTGSH

Piainfiff

43nd—

TAKATA EGRPQRATEGN; 'i‘K HQEDENGS, WC,

TGYD‘E‘A MOTSR COE?ORA}"I{JN, TOYOTA MO’I‘QR MANUFACTURENG

CANADA ENC. ami TQ‘E’QTA MOTQR MANUEACTURING, ENDEANA, ENC.

Defendams

Frameciing under $e Gags Pmceecféngs Ast, 3992

wENDYfiD STfiTEMENT £33? fiEFENCE ANS) CRQSSCZLAEM

1, The Defendania, Twoia Motor Carpomtien {“TMC”), Tvyom Moro: Manuiactuxmg

Canada Ins. {"FMMC”) and Toyota Mam)? Manufacturing, hadizma, Eric, {“TMME"),

fiomeiimas cofiectively teferreé to hereinafter as me context requires as ”Toymaf’ m the

“Taycta Defemiams", asimit the first sentence cz§ paragraph 10‘ the first sentence of

paragraph 11, and the first sentfince of pamgrayh 12 cf the Secand Amended Fresh as

Amended Statemerx‘c of Ciaim (“mam"). With resgsegti‘ ta flm {east sentence cf garagraghs 1’1

and ‘12 0f than Ciaim, TMME and TMME are aimed or indirect smksicéiaries 0f TMC. Wfitix

respect. to the East smntence cf paragraph 1G anti the gamma? sentence of both paragraghs K1

and ‘12 of the Ciaim, TMC was respsmibie Em am overafi design, fisvsiogament ami testing

(if the 'E'oycta and Lexus vehicles at issue. TMC aisc» manufaciures and/or asaembies, in 13th

ordinary course 0f its business, numerous medials at" 'i‘cayota, Lexus ami Scicm meter

veihicms. Several vehicie mmie‘fis, htswever, are aiso mnufamzmd and assembied by other

mfitfies, induciing TMME, under ‘I‘MC’S direction and supervision. TMC. fiid not fiesigra,

maxmfactme Gr assemble the Takata airbag inflamrs ai issue in the Claim. Neither TMMC

01' TMME had involvement in m responsibility far fine dasigfl Emmi dév€§0pmenml taming {3f
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the: 'E‘oyofa and Lexus vehicies at issue. TMMC and TMME Qperafe plants lflCQifid m Canaa'm

and the USU respectively, that assembie same but mt ali Thyme; Whisks {fiat are sold ix;

North America and neiiher entity assemhéas any (315 the Lexus vehicies fiaat are at fissue in {has

Claim. Unissss mfiterwise noted, Toyota has useé. herein the defineii terms: as se§ (but in the

Claizm

2. With respect to paragrayhs 5, 7, 62, 55, 56, 67, 72, 73, 74, ’35 mi 76 of the Claim, the

”£0me Qefendants did nesé sell any (sf the Vehicies in Canada ami were: mt resgmmibie for

and did me? ms; reeaiis in Canada with resyect to the “Ifayuta and Lexus Vehicles at issue is:

the Céaém In particular, TMMC dici mt file the ramlis in Canaéa as aileged. A diffexent

Bnfii’y is mspcmsible for and filed fiat": recaiis in Canada referred {0 in {he Gaim. In additim

with reszpect t0 figwagraphs 76 and, 7? (32‘. the Gaim, the Tayaia Defsmiants deny that Recall

NO, 2316335 yeiaies m the Vehicies at the subject matger of the Claim. This remii relaées t9

finflawrs on curtain shielci airbagzsa Some cf these inflamrs mum have a smaii crack in the

weié area joining the chambers, which cmfid grew ave: time: ami ieasi to separah‘on. This

pmbiem has been ohsaxveci when {he vehicie is parked and unoccupied. The referenced

curtain shield airbag inflaters were not manufactured by Takata.

3V Paragx‘aphs 13‘38 ii'miusive, él—ég éndusive, 5163, 5568/ 60-61, 63—64, 68, and 7&7}

csf the Claim make m reference whatsoevm m the Tmysm Defenéemfs, but mm: am

afiagaficns made against Taka’ca Corporation and TK Holdings lac. The Haiméff umlateraliy

snags ta may {he claim as against 'i‘akam Corpm‘aticm but? cominues to make aflegafions

agaim: it anti the remaining Eefendant, TK Hrsldings hm, therefme they wan be referred to

collectiveiy herein as ”Takata". in aniaifiion, yaragrayhs 56 its 94 inclusive (if the Gaim

ptimariEy‘ reference Takam {and to the extent fhe Toymta Defendanhs an: mémmafiy

referenced, {huge paragraphs are denied and deali‘ with herein}.

4. Save ami except as admifigd m payagraph 1 abave, alE the other garagmyhs ()5 the

Claim are cienied.

5. As this Chaim pleads and as was the. case, Takafa was "resptmsibie for the

engineering, fieségn, develnpmem, research and manufacture nf the Airbag Infiatars”.

Takata was at all missth amass a iargs amd suphisticated corparate entity Wm: bifiions of
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dofiars 9f saiea yer year. it has been one Df the Largest suppliers of airbags far motsr

vehicées airbag fear many yeax'S» It had an estabfiished track recwei and its airbags have been

mccxrporated in mifimns a? meter vehicias §mm a variaty 0f autamakers, 'mciuéing Toyota"

1%:me was net negligent in using Takata as a supyiiar of airimgs for the Vehicies. 'Eakaiza

‘Wafi CDRSiCiESYEd it: be a {esp—tier, campeient and teiiable supplier at afi times material ta this

Ciaim prior tn the sieveiagménm diaxcusseé herein.

5. Tgyota did not buy infiatms fmm Takata as a sand—algae part for use as {stigma}

equipment in pmfiuctign vehicies, Rama, certain Toyosca entities purchased driver and

fmm passenger airinag modules Exam "Fakata that contained mfiamrs and other Cmflgmnenfi

?MC requires its suppfiers {0 design airb&gs (induciing inflatars‘) that camxgky with iifi'

Technicai Standards axm‘ mane:- requiremenw. "Eh/1C reiied (m Takaia. with respfic-i t0 3!}

aspects of the piesign .of the inflamrs at issue. TMC did rm: specify the pmpefimfi; m {we used

in file ”Fafkaia infla tors at issue.

?. Tuyota {utilities frontai airbags in cars assembiaé far saie in Canada (and many

Other mun-tries). TMC x‘equires its aupjgiiers i0 éesign airbags {inciuding inflawrs} that

compiy wifix iés Technicai Stanciards. TMC reiieni cm Taka‘ia wifih respect to a}: asgyeca: 0f the

design 5f the inflsmrs at issue. TMC did um: spedfy, specificafly tflst or amaiyze the

pmpefiam to {we used in the, Takam infiators at issue: Rama, Takaia selecieé, £629th and

anaiyzad tin? pragaeflant To TMC’s k11ow§edge, an of the Takata inflaturs used in the

Veirficlea? met TMC’S Technicai Standardsai the time they were purchasad and imbafied into

the vehicles. Takata wag xespensibfia £0: varifying it had comimted Design Vajiéaiiot: imd

Producs‘imn Vaiiciatian Eesting m ensure campiiance with Tayot‘a’s Technicai Siamiarais and

its Own internal stamdards.

23. As mated above, wry large parts of the Claim make allegations soleiy against Takam

with respect is; things Takata is 2189de :0 have dime” ’ITakata has acivised this E’iimourabfie

Court that it intends to Emily defend the aiiegatiens made against k. insafar as these

paragragaha; are comemed, firm 1'Gyms; Defeadtmts have either 110 knawledge a: {mi}; EmrblaE

knowledge and are mat iii a pesitiim t9 admit any of the paragraphs makmg ailegai‘ioms

against '1'akata.
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9 In paragrayh ‘17 fimmugh 211, the Claim advances afiegaticms mat Takata’s Airbag

Inflamrs are defecfive and mfsrances a May, 26915 expert 3‘8?er {mm a U5. expat engaged

by a US regulator. AS mast, if net an these aflegaficmss are aimed 21‘: "Sahara anefl are mat

within the knowledge 01‘ the Tcyota Defenfiants, the Tayam Defenefiams are mat in a positinm

m admfi any :33" 31:33:: Evaragragzhs‘ Ta date, fhe Taygta Defeufiantg have :10: been given

amass t0 ail of the materiais upon which this expert report was based; F6? {Emir yam the

Teyota Defendants are gait cf the Emiepenéem Testing Caafition ("I’E‘C”} formed by a

gfifiip 0f automakers, that has retaimd a mm: party expert in conéucr an inclependent

mvestigatian mm the 30m: cause of the E” kata inflamr mpmres.

19. As 59% gut in payagraph 4 of the Claim, them have keen waitiwide retails of the

Takata airbag infiatoxrs by a. Rumba: of automakers, inckzding Toycta. To Ehe extent

paragraph Ag of the Claim is intamieé, to refer it) Canaafia and/er me Teyota Defendams,

there have not been any cenfirméci Takat‘a inflamr a‘uymres in Toyom, Lexus m Scizm

vehicies in Canada. and therein-re no mimies 01' deaths have occurred as a remit 0f 6m-

Takasta inflaicr issue.

'11. Furfher, wii‘h regarti to existing Canadian. recaiis Q£ Toyata, Lexus 0r SCiDn vehicles,

as (maimed in paragraphg 62, 65, 66, 6?, (3‘9, 72, 73, 74, and. 75; mwners or lessee; of the

Vehic'ies have been. mwfifieé cf {he recaii am} their inflamrs are being (31‘ wil‘: E33 repEacefi at

:10 cos: :3 She owners or ‘iessees. The first Taffeta rem}: Q§ Takata £171?!an was issued 51::

Apgfi 2913, as idenfified in yaragragah 62-, not gamer as afleged. Therefore; no cwne: or

lessee at“ a Toyota, Lexus (3r Scian Vehicia Etas sufferegi 0r W111 suffer amy Eess er

compefisable damage. As an exampie, an the assmnptian that paragraph 5 0f flu: Claim is

basicafi}: accurate, the propflsed representative plainfifi‘ has ownefi anci dréven his Toyota

vehicie fur ever 14 yaarg wifihcut inciéent. Fuflhex the Cun‘fint definition as? Class in {119.

Ciaim is fixapgsrogfime far a number of reasams imiuciing that it covers persens who could

not, even fimureiicafiy, have may possébie dajms.

‘12. The mm cause investigation in date, as conducted by l‘akaé‘a, the EC and other

experts has detemfinefi mat a cumbinatien of time, environmemai expasure to high

humidity and higii temgmramte cyc‘zing can remit in changes m the phasesfabilized
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mmanium nitrate {"PSAN") pmpeliant that can incmase the risk of ruptures. Many GE the

confirmad inflate): ‘mgtuxes referenced in ms Ciaim 0: known to regulamfs have circumd in

Sam}: Fiarida or in rather areas with high heat and high absolute humieiity. “filers have been

no cenfirmed .mpmres 0f Takam Miami's in Tmyota, Lexus G? Scion vehicles in Cans:da,

which may zefleszt the fact mat envimmnmtai coad§tions in Canada are Sass Eikefiy m immim

high heat and humidiéy.

13. With respect tr: pamgmphs 13 am? 15 3f the Claim, airbag meduies imiuéa inflatsts,

airfiag cushicms and mixer comyenenta, Tayota did not buy masters Exam Takata as a stami-

aiane part §or use as origami equipment in production vehicles. Rather, certain Tuyota

eatities purchaseei driver ami from gmssengsr airbag mociules fmm Takata that contained

inflamm, airbag «whims ami ofher mmponenfs‘ Airbag}; are supp}mnefl§3j remain:

systems desigmfi to supplement {ha sea-attics}: sygtem ami impmve 0:121:ng pmteecfim in

termin types of vehicle cofiisiam,

3.4. To the knowiedge m? the Teyota Defamiants, the grapeflam in use in the Takata

Airbag Infiaturs Es E’SAN, TMC did um sgaecfiy, wadficafly mat a: anaiyze thi’: yrvpeflzmt ta

be mad in the Takai‘a inflaters at issue. Katha“, Taka’ca aeiaciesi, feared and anaiyzszegi the.

pmpefiant. “Ea TMC‘S knowiedge, 52%? of the Takata inflaEms use-(i in the Yehicies met TMC‘S

“i'achnieal Sfiandarnis at the time they were pam'hased and insi'afleéi mm the vehicbas. Takaia

was resgmnsibie fer vayifyéng it had conducted Dasign Vaiidaficn and Fmducticm

Vaiidatiofi testing in Ensure mmpfiance with “i‘Oyota’S Te‘achnicai Smndards ami its awn

'a’ntemml gandaré s‘ The ‘I‘oyata Defendants sieny that they were :2: maght {'0 Ensure been aware

of any GE the allegatmns made against Taka’ca in the: Claim wifih respect t0 the

appxopriateness w otherwise an? the use: 95 PSAN in Takata's mfiamrs.

15. ”She ‘E‘oyom Defemiams exmesfiy deny that may had arty knowkzdge of the afiegmfi

fifisaomiuct, actions Gr imctimxs 9f Takam that 19d 2:) the afieged Inflamr Deiects.

16. The Tgyota Defendams :ieny the afiegafitms as stated in paragragsh SS. in 2Q13,

Tfakata advised TMC that same pmmiizmt wa§ers pmducad at Takata‘s facility in Mesa;

Lake, Waskmgtam beiween Agni} 1‘3, 2ro and Sapmmbar ‘11, 2092 may have been pmfluced

wifih an inadecguafe compacfion fume 'E‘akam said that the ”auic«re§ect” fumn‘on was
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manuafiy turned aff at certain times, whicEs amid leaé be this prohiem. TMC had. 119

knowledge a? this issue prim {:3 being informed 0f if by Ta‘mta: in 2013. Ail of the inflamrs in

Toyota ami hams vehides that maid have been affecteé by this issue: have been recafiepi

and. a: the time these recails were announceci.» the Tuyeta Defendants had no basis :9 befieve

that any addifismai veiu‘des simifid be recaflad.

'17. The Yasmin Defendants deny the ailegafiams as stated in pamgwyh 35. in 261.3,

Takata acivised TMC mm same propeilzmt wafers a§ {he Moxxciova, Mexico iaciéity between

Qctober 4, 2361 and Octobey 31, 3002 may have ”man expcxsaed {so unccntmliefi moisture

cmnditkms timing weekanés (3r Emiiday periosis and {has amid have abgmbeé moisture

beyomi fie aliowable Emits. ’EMC hani no knowmdgfi {sf thés issue prim in being m§0rme€i

of it by Takaia in 2613‘ Ali Q£ like mflamrs in ”Sesyota ami Lexus vehicies that could have b93931

affecbed by this issue have been recafiiaé ami at the firms those recalls were announced, the

Tuyata Defenciams had no basis to helieve that any adfiifiomi veiaides shmfid “be renamed

33. In parag‘myhs 4’1 :0 I??? inclusive- of the Clazim, ailegatians are made fixat Takata,

mimiyulated Airbag Infia'tw test dent-51‘ These afisgations yertain to Takata’s grandad find dz)

my: afiege any kuawhdge mf such by Tayota‘ "Bayou: afifirmativeiy states that it had rm

kmwlecige cf the aflegeci data :mmipulafim, misreprecemafians ar maieriaE omissims

miating to airbag inflatars for Teyeia, Lexus or Scion vehifles at the. time sf manufacture

Ami $329 of the Vehicies in the (Shim. These afisgatiom assis: in demanstrating that the

Toyma Defendants dizi net knaw a: have any reason m knew uf pafimtiai «iefects in Takata

Airbag Inflamrs.

19. in genera}, with resyeci tn) the: ailegations made against Takara in the (Shim, {he

Toyota Defendants bani no knewlefige 9f the afieged {mama} discussiens afi 'fi'akata, not

were they informezi :sf any probiems or'concems regarding the mfiatws rewiring {mm the

ass 0f PEAK: m the patentiai far suga‘ture at an relevant fimes.

28» it: paragraphs 5% to 78, the Chaim contains a number of aflagatiox‘es against Takata

ami sporadicafiy anti incon‘ectly mdmi‘es afiegaticns against ”€118 éefandams” (31° Taycia in

some paragraphs WhEEe the aflegatisns are manifesfly unfounded or baseiess with respect to

Tayo’ta.
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21. The Vehicies were dyiven fer mam? years and tens of thousands if not hundreds of

thousands of kiéom‘efiers {m miles} before any incidents were. reported t0 the 'E‘oyota

D‘sfendants. The first New} Amarican mfiator rapture incidem' Im a Toyota at Lexus: vehicie

mccurxed in Puefi‘o Rim and bacame knrjwn to Tuysta in car imam: Sepwmber 2012. If and m

the extent Takata 0? other autfimakersi had; knawkdge 0f inflate): ruptures in Nmih fimerim

prior to Sinai time. as aiieged in paragrwhs =33, Si}, 52, 53 ef the: Claim or canducteai

invesstigafions as aiieged in paragraph 53 cf the Claim, thew. were mat known to Teyota.

22. Simiiariy with reggae: t0 paragraghs 54 mm. 35 there were :13 recalfis of Toyma 03‘

Lexus Vehicles is“: Canada in the gefiod afieged. of 26638 to 2611.

23‘ Further ti) Ehe extent mat Takata 03: other antmnakem recaiied Takafia infiators win:

to 2613, Tayofia had n0 xeasozx to believe am: éhe issues that led b3: Emse recalls affeeted any

Takaia airbag infiatm's in Toyam er Léxus vehides.

24. With respect t0 gaaxagragh 60 02? ms, Ciaim the Toyota Defemianés dam}! that they haei

any Emgwledga 0f the ailegeé study, a: were pmvided any of the findings «sf the study a?

any time prim ti) flue atfiun.

25. As already mated, the Toyoi‘a {Deg'endams were aware {hm in Aprii 2613, Takata

infamwai NH’IS’A GE 3 poténtial defecf in certain airbag iaflaiom. Accmdmg m Takata, at

that time the afiegefi defect reigned m mopeliam wafers manu§acim§sd in Takaia’s M9535

Lake, Washington factmy between Apzii 13:? 2mm and Septembex $1, 2032, and mflators

manufactured. in file Mcmcivva, Maxim facimy‘ Ewetween October 4%, 26M ancfi October 3?,

2302. Same 9f these wafers may have been used in airbag inflates msmfied in remain

Tayat‘a and iexus vehicles. A11 Toyota or Lexus velificles that could be affecifici by this issue

were recalleé, anti a: that time, the “i‘oycta Defemiants had. nu basis to beligve that any

acidifimnaE vehicies shoulfi be recalled. A sugpiiet fidentifying a manufacmfing issue mat

ai'fecis a firmltai number 0f praducts is not an unaxyeciced {31' mreevené, and 1‘0me acted

reasona’béy ami responsibly in promptly recalling the affecteti infiators based. on the

infurmatimn previded by Takamfl
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26‘ As infamwtim came :0 light and issues Muse as :0 the gnotmtia} reliability or

accuracy of ihe initial mottauses icientified by 'é‘akam; Toyefia alga reacteai entiyely properly

ami resywnsibiy.

27. In chber ”2914, agépreximataiy 247,063 Teyeta and. Lexus vehirfles wem :ecafleci in

certain regions @f the U5. and iks tarritories. The Emailed vehicfies were these that were

regfiséexed Gr originafiy sold in ayeas that, unlike my area in Canada, had consistently high

absmlute humiéity. The affecfeci amass were. gal-ts of South Florida, aiang ihe Guif C0392,

Puanfi Rim, Hawaii, :he as. Virgin Isiands( Guam, Sagan, and American Samoa. At that

time, the cause 03‘ pomnfial mgmres find the influence ()5 high absoiute humjciity were

mania: mvegh‘gafimm Addifianal recalis were later issued in Canaiia.

28 In reference ta yamgrayh 69 0f Elie Ciaim, in November 2614, certain 23:32 and 23533

Tcyom Yam: and RAW: vehicles were meafied. The recalled vehicles were said in japan and

Ausimiia, as weié as yams (Bf Asia, Africa, the Middle Easi, Central Ammica, and South

America. The Toyem De§endams deny fizat any of ihese vehides were impmfed for sale in

Camaday and thus :10 recall has been issued in Canada for these vaéhiciea nor iS there any

reason k) :39 50.

29. in resgense to the ailegaficms in yamgmgh 72 of the Claim! am May ‘13, 2&5. the

Emmi yassenges mflamts in ceriain 2503 and A304 movie? yeax Toyota Sequaia and Tumira

vehicles were :ecaiieci pm‘suant m Remfi No. 29151-97. Tm: Tuyota Defendanm deny thai this

rec-31} was issued; by TMMC.

SI}. in respwnse to the ailegatimns in yaragraph '?3 of the Ciaim‘. an May 13‘ 2&3, the

frontal driver infla’mm in certain ZSM ané EGGS mode} year "I‘oyuta RAVQ, vehicles were

recafiefi pursuam in Recafi N0. 2015198. The TQyGta Dafendangs aim}; that {his recaifi was

issued by TMMC

3! 01’: fans 17, 2015, certain ’foysta and Lexus vehicies were recafiai pursuam m Kasai}

Na, 2015269 The Toyota Defemiants deny that this xecafi was @9qu by TMMC.

32‘ On Much 2, 2016, certain Taym'a and Lexus vehicles were reca§§e<i gurmant to

Recaii Na. 3316193. The Teyeta Defendants dsmy thafi: this recai'i was issued by TMMC.
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33. On Mae 28, 2016, a Separate entity, Toyota Mnmr Sexless, ELSA, Inc. {”TMS”} issued

a pmss release: mgardmg the recaii if certain Tuyom Prius and Laws C? 208%: vehicfies in the

Unified States that were equipped wfih cmmn sixieki airbags manufangé by Autafiv 131:,

A5 adreaéy noted, {be weak! maunced an fame 28, mass is campieteEy unreiateci to the

tecafis hawking Takata airbag inflzttms.

a

34‘ Paragrayhs 768 to 85 0§ the Ciaim make omnibus ailegan’nm; of negligenca agamst aii

Defendants witimut ragarcl 120 the acknowiedged §act that Teyota {im not have any mie it? or

respansihificy for the "’enginegring design, deveivpment, research anti mmmfaszmm of the

Airbag Maxims.” TMC {mi not specify, specificaliy tast or analyze the pmgmiiam $6 be used

in the ’E‘akata imam at issue. Rather, Takam sefiecteé! §es§ed and analyzed the ympefiant.

To TMC‘S knowledge, afi cf the Takata inflatms used in the Vehicles mef TMC‘E 'E‘echnical

Standards at the: time they were purchased and instaileci into the vehides. Takata was

resgcmsibie fer vafifyiflg it had mnémcfi'ed Design Validafion and Producfien Vaiidatiom

testing it) ensure winpfiance with Toyota’s Technicaé Standaifis szi its bwn finiernai

standards. The Tflyuta Defendants deny they? fixey were or might to haw been aware of any

of the aflegafisns matie against Takafa in the Chaim with raspect to the. appropriaterzess 9:

otherwise vi“ the use of PSAN is Takata’s inflatms.

55. T0 the extent that tha Tcyata Dei‘endanis awed my déuty it) fiw Emmi the standard

of care is net gas afiegmi by the Piainfifi, and in the alternative am): in any swam Toysta dizfi

not breach am" duty as appficabla étand'ani of cam

36, With resgect to the omi‘bus aliegai‘ians, {its Toyota Defendants Edd arid were

entified. in fact and law h) reiy upan Takata with rgagiect to 21$ as§ects of the diesign and

mamufacmre 0f the Airbag Enflatars. In gmfiiméar the Toycrta Defenzfiants did {wt and ware

not reqah‘ad ta be invaived in rm fieiecficm 0‘5 {he prayeflant by Takata a: ta syecify 01* direct

the use @5331}; payiicuiar garaaggeilant. "Eb ’I‘MC'g knswledge, ail of the Taka’m inflaiers 353:3 in

the Vehides met TMC’S Techrécai Standanis at the time they wave purchaseck and instafifeci

into the vehicles. Tamra was responfiib‘le £9: verifymg it had C(mducted Deaign Valifiaiion

ané Pmdactiam Vaiidafim testing is: ensure comyiiance with Toyota’s Techrdcal Standards

and its 9M1 immmai standantis.
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137‘ With respect m the aliaged am},- iss wam in the amnibus paragraphs, to the extent

any such duty-exists, 2‘0me 113:5 acted gamma}; ami pmmp’dy with respect to m Vehicies

anti an R5 reacting tn {he Mormafiun as it has (1927813me and came to T‘cyata’s afiefixfion. In:

particular Tayvia has investigated all infcsrmafimx in a timely manner, iracluding inifially

asking ‘E‘akata m reswmd, waperating with regniatory authcrities, initiating prnmgzt recafis

sf afiactea infiaters‘ its-{31f inveaéigating the infarmation is the Extent able and participating

in the ETC, includmg me retenb’on of an independent expert to afiempt to estabfish mat

cause.

38. Paragragh 85 027 {31:3 Ciaim includes a “kitchen sink” flaming of 34: stEEegafions made

in hiamket form against EEG ”Ee§endants m TK or the Tayata Eefemiwt‘s." Many 0f mew

sub—paragmpks are inagpflicabie to; Toyota and are inconsistent with ether assertions in {he

(Shim. The: Toyeta Defendants Lieny that these, duties er standards of care as fieadeci apply

in {hem at, if they do, as madified and in Cantext the Toyoga Qefemdsmts were mm m breach

{13‘ any of them! At 31} evenm {he Tuyaia Defendants were not negligent; in. any aspect 0f

iheir cgnduci as it reiams ta matters in the Claim.

39‘ Paragraphs 533 m 99 m“ the Claim axivante a Claim f0: damages indmfing a chi-m far

pmriiive damages» The Toyota Dgfendams deny that Piamiiffs have manned any

compensabie damagss, in law or in fact, inciuding reduced vahze 0f the Vehicles,

everpayment for the Vehicles, or aiisged casts incurred in connection with Carrying (mt the

recaii repairs to their Vehic§es. Purifier, there is absaluéeiy :10 basis wkatscevex far any dam

for punitive {iarnges agains? tke Toyota Defenfianm and if it mnfinues in) he maintained the

Toyma Befendants wili seek the aypmgfiaée Order in casts, The swngys- of Tcyem Vehidag

in Canada have met suffered any harm Q: compfinsable ciamaggs whatsoewr amt? have fafied

to mitigate either appropriately or at 31E, includmg by taking afivamtaga-sf 91'5ng “(aye-ta

or reia’md eniiéies already have in place. By magma if the recafisf Owners sf Tsyctz: Vehicies

eié‘her have had 9; Wm have these Myhzzg infiaéers rey’iacefi at no cost :0 them.

43. The Toyota Defexxfiants ask that the (Siam: against them be (iismissed with costs.
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41. The '1"{>va Defendantfi ciafim against Takata Corporafim. mini TK Hufiéims Inc;

(a) Contribution and indemnity in mspfici a? any amount the Tmmta Defendants

03‘ an of $19131 are found liable t0 the Fia’mtiff and for the ‘

 

(b) Damaes in mspect of the c sis associated with the. recafi of the Takata firba 3

mflaters at iswe in fine Claim;

(:2) Damages for {yauduient a: mg‘ifiyent misrememmtafim;

{d} Pre’udgmem mamas! and postiudgmem mmrest ursuant to the {aims of

E53286? act, RSI), 19% C. C. 43;

 

(13) Costs Di fixei? defame GE ihe main &Cfi0n on a substantial inciemmitv basis?"

{f} Cogts of ma‘miaining this crossciafim on a substamial imiermiw basis am?

{3} Such farmer and miner relief as is $138 Renewable Court mew seem fast

42“ The Toyoéz; Defendants regeat and rely 112011 8% facts afieg-edfiin their Siaiemggghgi

Dae‘em‘e above.

43. Tc: the axient the To 62m Defemiants are Emmd liable 1:5 fine {’laintfiff 02° thg‘ggpyaged

 

dass in the main adieu the ”inmate: Defendants stains: that ghev are emified to fuii

centrfimfign mu: indemnify; fwm Takai‘a Cargaraggfi amifijigfljgkfings inc.
 

44. in adéifiom Takaéa has a matractua} duty to hxdemnifv and mm the 'I'ovofa

Usfemiants Emmefi for all ciamages, including recall cmts Emmi fees anci administrafive

costs anti exgansesl arisinn' my: 0f rewiring {mm or related t0 {fie 3.11%de det‘eci‘s in $129-

Takaéz: airbag mflatms at issue payment in the fafiowiny cantmcis:

(a) On inns '14 1999 Tuvota Mate: Msmufacmfin Nerth America, inc.

{“TMMNA”) and Taka’m entered into a written ctmhact with an effective time

cf Gambia: i 1%3 that, aiong with certain .Permamnt Amendments thereto,

gravemeé file {firms 0f the arties’ reiaticnship with respect is: the 2m Ypiv of

cermm moductfi for the North American market mending certain Emma},

axifiaag moduies that indude the afiegediv defecfive Takam inflatars myw at

issue {the ”W99 Cuntracé’"), The 11999 Cantmc: grammes that the. Taveta
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Defendants are fimd 9am: beneficizsxiafi and sad; {if tbs: Toyota Defeuéanzs

has the riirht to mfarce {2‘33 terms of the 1999 Canfiagg

{in} in 2889 TovotiMuwr Enginmaring & Manufacturing Netti) Ames'icza inc.

{”TEMA”§ and Takate entereni mm a writ‘texx contract that governed {he

terms of the parties‘ relafimship with respect in the suwviv sat“ carta'in'

vroducis far the Netti: Mexican market inciudmg Sex-tam surchases cf

fronts} airbag modules that incluée she aflfiscediv defective ’I’akata infia‘mm

WW 3:: issue {the "2009 Comma". The 2W9 Contract provides that $119,

Tavota befendsmm are mird-‘nafiv beneficéaries.

4&5. {3n :3: about Fabwaw '3 i994 Navember ? 2005 am! Smoke: 1 20:3 TMC and.

Takaba Cmpnraiifin entered infra writhm Ccnfracts that gavernaii the tarms uf the partiefi

rakfisnshim with res 39c: ’30 the suppiv of certain moducts pmfiuced in $3. an is: the Nest}!

American market, induciéng certain wurchases of frantal aixsbag modakzs than? incfiufie {kg

'E‘aicaia infiamrs new at issue. ‘E‘hese cvné‘mcts gavgm Takata’s resmmsibifitv f0 indemnify

am} camnensaie FM“: far ciamages am? costs insurmd with resgmcf it) the Takata airbag

inflamrs at £3323: and recafis.

1&6. On Fauna“? 13 29:7 Takata Cmvomfion entereé into 21 Flea Agreement with the

US‘ Department 035 usfice. Tamra aflxeed m plead szuikv m {me count of wire Eraud t0 paw

$1 bilficm in fines and reqfimtien and agmed to a Statement of Facés. In Elke Siatement of

Facts ‘f’akaia apa'aes that beginning in or around '2000 it “knowinyfiv {fievisgei am}

varficipateci in a ficheme t obtain mmev and mrich imam bv aiming mks: things.

inducing: tbs: vicifim GEMS {including Toveta} to urchase airbag svstems fmm Taiwm that

containegi fimii‘v, inferior, nonpexfamfing, non-cenfm'min? 0r dafifiemus PSAN infiaiors kw

cEaceévim tits OEMs thmup'h me suimfissien 0f faiae and fwmiuiem‘ remurts and {fiber

mformamm that. conmafied the true- and accurate best results for the inflatom which the

GEMS wouisi not' have atherwise pumhased as {thaw were.” Takafas pied Euiiw an Febrfiary

27 2917 and was sentenced m accerdance with the Flea Agreement.

4?, Tavota wcuid mat have {surchased these airbag svsiems fwm Tammi as they ware

had the mm and amumte fast data been communicated to them. if Tovata had knswn (3f the
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txue and accurate marmafisn and data, it wouid have insisted mat the problems be

resnlved mix): m installativa flf the airbags in Tovatfi Lexus and ‘Eficicm vehicles at would

haw refused to nurchase tfiem f0: msiaflatfmt mm these vehicles.

48. As a remit 9f Takam’s framci mud misrepresentatism the Tmmm Defendanis have

sustaineci damages including but mast limited to meals. mists, masts of the acticm and

aciministrative cos-ts era-3 exgensas.

49. “HIE To eta Defendants lead ans} rslv u an:

(ax) Eggiigéflgéggsié NE} a. N1

  

(b) Cmms 0f Fusiim Ant, R30. 199$) (2. 0:3

{a} Samgguggb Act ESQ. 1990 c. 5.1

 

{(1} 112mm? ‘E/‘L’Ezicis Safety Act SC. 1993 (3. 16

5%}. The ’I’oxmta Sei‘mdanm mmse that this crassdaim be trieé together with the trial of

the main EKL
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MT DOCS 16805442

Summary of Canadian Personal Injury Actions

Case Name Plaintiffs(s) Jurisdiction Takata
Entities

Amount
Claimed

Counsel to the
Plaintiff(s)

Bluestone et
al. v. Takata
Corporation
et al., CV-15-
535772

• Alan Bluestone
• Greta Bluestone

Ontario • TKH $2 million Srebrolow
Lebowitz
Spadafora, PC

Hallett v.
Takata
Corporation
et al., CV-16-
55579700CP

• Bryan Hallett Ontario • TKH
• TKJ
• Highland

$1.5 million Merchant Law
Group

281



IN
T

H
E

M
A

T
T

E
R

O
F

A
P

P
L

IC
A

T
IO

N
O

F
A

N
A

P
P

L
IC

A
T

IO
N

B
Y

T
K

H
O

L
D

IN
G

S
IN

C
.

U
N

D
E

R
S

E
C

T
IO

N
46

O
F

T
H

E
C

O
M

P
A

N
IE

S’
C

R
E

D
IT

O
R

S
A

R
R

A
N

G
E

M
E

N
T

A
C

T
C

ou
rt

F
il

e
N

o.

O
N

T
A

R
IO

S
U

P
E

R
IO

R
C

O
U

R
T

O
F

J
U

S
T

IC
E

(C
O

M
M

E
R

C
IA

L
L

IS
T

)

P
ro

ce
ed

in
g

C
o
m

m
en

ce
d

at
T

or
o
n
to

A
F

F
ID

A
V

IT
O

F
S

C
O

T
T

E
.C

A
U

D
IL

L

(S
w

or
n

J
u

n
e

2
7

,
2
0

17
)

M
cC

ar
th

y
T

ét
ra

u
lt

L
L

P
S

ui
te

53
00

,T
or

on
to

D
om

in
io

n
B

an
k

T
ow

er
T

or
on

to
O

N
M

5
K

1E
6

E
ri

c
S

.B
lo

ck
L

S
U

C
#:

47
47

9K
T

el
:

41
6-

60
1-

77
92

E
m

ai
l:

eb
lo

ck
@

m
cc

ar
th

y.
ca

H
ea

th
er

L
.M

er
ed

it
h

L
S

U
C

#:
48

35
4R

T
el

:
41

6-
60

1-
83

42
E

m
ai

l:
hm

er
ed

it
h@

m
cc

ar
th

y.
ca

P
au

l
D

av
is

L
S

U
C

#:
65

47
1L

T
el

:
41

6-
60

1-
81

25
E

m
ai

l:
pd

av
is

@
m

cc
ar

th
y.

ca

T
re

vo
r

C
ou

rt
is

L
S

U
C

#
:

67
71

5A
T

el
:

41
6-

60
1-

76
43

E
m

ai
l:

tc
ou

rt
is

@
m

cc
ar

th
y.

ca
L

aw
ye

rs
fo

r
th

e
U

.S
.

F
or

ei
gn

R
ep

re
se

nt
at

iv
e

1
6

7
71

9
60

282



283



1
DOCSTOR: 2241152\7

Court File No.

ONTARIO

SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

THE HONOURABLE MR.

JUSTICE HAINEY

)

)

)

WEDNESDAY, THE 28th

DAY OF JUNE, 2017

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C 36, AS AMENDED

AND IN THE MATTER OF TK HOLDINGS INC., AND THOSE OTHER COMPANIES
LISTED ON SCHEDULE “A” HERETO (the "Chapter 11 Debtors")

APPLICATION OF TK HOLDINGS INC.
UNDER SECTION 46 OF THE

COMPANIES’ CREDITORS ARRANGEMENT ACT

INITIAL RECOGNITION ORDER
(FOREIGN MAIN PROCEEDING)

THIS APPLICATION, made by TK Holdings Inc. in its capacity as foreign

representative (the "U.S. Foreign Representative") of the Chapter 11 Debtors, pursuant to the

Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the "CCAA") for an

Order substantially in the form enclosed in the Application Record at Tab 3, was heard this day

at 330 University Avenue, Toronto, Ontario.

ON READING the Notice of Application, the affidavit of Scott E. Caudill sworn June

27, 2017 (the “Caudill Affidavit”) and the affidavit of ● sworn June ●, 2017, each filed, and 

upon being provided with copies of the documents required by s. 46 of the CCAA,

AND UPON BEING ADVISED by Canadian counsel for the U.S. Foreign

Representative that in addition to this Initial Recognition Order, a Supplemental Order (Foreign
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Main Proceeding) is being sought substantially in the form enclosed in the Application Record at

Tab 4,

AND UPON HEARING the submissions of Canadian counsel for the U.S. Foreign

Representative, Canadian counsel for the Plan Sponsor (as defined in the Caudill Affidavit) and

counsel for the proposed information officer, FTI Consulting Canada Inc. (the "Proposed

Information Officer"), which parties were served on a confidential basis as appears from the

affidavit of service of ●, sworn June ●, 2017, and upon being advised that no other persons were

served with the Notice of Application:

DEFINED TERMS AND SERVICE

1. THIS COURT ORDERS that all capitalized terms used but not defined herein have the

meaning given to them in the Caudill Affidavit.

2. THIS COURT ORDERS that the time for service of the Notice of Application and the

Application Record is hereby abridged and validated so that this Application is properly

returnable today and hereby dispenses with further service thereof.

FOREIGN REPRESENTATIVE

3. THIS COURT ORDERS AND DECLARES that the U.S. Foreign Representative is the

"foreign representative" as defined in section 45 of the CCAA of the Chapter 11 Debtors in

respect of the petitions commenced by the Chapter 11 Debtors in the United States Bankruptcy

Court, District of Delaware for relief under chapter 11 of title 11 of the United States Code (the

"Chapter 11 Proceedings").

CENTRE OF MAIN INTEREST AND RECOGNITION OF FOREIGN PROCEEDINGS

4. THIS COURT DECLARES that the centre of main interests for each of the Chapter 11

Debtors is in the United States of America, and that the Chapter 11 Proceedings are hereby

recognized as "foreign main proceedings" as defined in section 45 of the CCAA.

STAY OF PROCEEDINGS

5. THIS COURT ORDERS that until otherwise ordered by this Court:

285



3
DOCSTOR: 2241152\7

(a) all proceedings taken or that might be taken against any Chapter 11 Debtor under
the Bankruptcy and Insolvency Act or the Winding-up and Restructuring Act are
stayed;

(b) further proceedings in any action, suit or proceeding against any Chapter 11
Debtor are restrained; and

(c) the commencement of any action, suit or proceeding against any Chapter 11
Debtor is prohibited.

NO SALE OF PROPERTY

6. THIS COURT ORDERS that, except with leave of this Court, each of the Chapter 11

Debtors is prohibited from selling or otherwise disposing of:

(a) outside the ordinary course of its business, any of its property in Canada that
relates to the business; and

(b) any of its other property in Canada.

GENERAL

7. THIS COURT ORDERS that within 7 days from the date of this Order, or as soon as

reasonably practicable after the entry of this Order, the U.S. Foreign Representative, with the

assistance of the Proposed Information Officer, shall (a) cause to be published a notice

substantially in the form attached to this Order as Schedule B (the “Notice of Recognition

Proceeding”), once a week for two consecutive weeks, in the Globe and Mail (National Edition)

and the National Post; and (b) send a copy of the Notice of Recognition Proceeding and this

Order to the proposed representative plaintiffs in each Canadian Class Action and the plaintiff(s)

in each Canadian Personal Injury Action, in each case by sending a copy to counsel of record by

email in accordance with the E-Service Protocol of the Commercial List (which can be found on

the Commercial List website at http://www.ontariocourts.ca/scj/practice/practice-

directions/toronto/e-service-protocol/), service of which will be effective on transmission, or by

prepaid ordinary mail, courier, personal delivery or facsimile transmission service of which will

be deemed to be received on the next business day following the date of forwarding thereof, or if

sent by ordinary mail, on the third business day after mailing.

8. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,

regulatory or administrative body having jurisdiction in Canada, to give effect to this Order and
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to assist the Chapter 11 Debtors and the U.S. Foreign Representative and their respective counsel

and agents in carrying out the terms of this Order.

9. THIS COURT ORDERS AND DECLARES that this Order shall be effective as of

12:01 a.m. on the date of this Order.

10. THIS COURT ORDERS that any interested party may apply to this Court to vary or

amend this Order or seek other relief on not less than seven (7) days’ notice to the Chapter 11

Debtors, the U.S. Foreign Representative, the Proposed Information Officer, the Plan Sponsor

and their respective counsel, and to any other party or parties likely to be affected by the order

sought, or upon such other notice, if any, as this Court may order.
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Schedule “A” – Chapter 11 Debtors

1. TK Holdings Inc.

2. Takata Americas

3. TK Finance, LLC

4. TK China, LLC

5. TK Mexico Inc.

6. TK Mexico LLC

7. Interiors in Flight, Inc.

8. Takata Protection Systems Inc.

9. TK Holdings de Mexico S. de R.L. de C.V.

10. Industrias Irvin de Mexico, S.A. de C.V.

11. Takata de Mexico, S.A. de C.V.

12. Strosshe-Mex, S. de R.L. de C.V.
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Schedule “B” – Notice of Recognition Proceeding

Court File No.

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C 36, AS AMENDED

AND IN THE MATTER OF TK HOLDINGS INC., AND THOSE OTHER COMPANIES
LISTED ON SCHEDULE “A”

APPLICATION OF TK HOLDINGS INC.
UNDER SECTION 46 OF THE

COMPANIES’ CREDITORS ARRANGEMENT ACT

NOTICE OF RECOGNITION ORDERS

PLEASE BE ADVISED that this Notice is pursuant to an Order of the Ontario Superior Court
of Justice (Commercial List) (the “Canadian Court”), granted on June 28, 2017.

PLEASE TAKE NOTICE that, on June 25, 2017, TK Holdings Inc., Takata Americas, TK
Finance, LLC, TK China, LLC, TK Mexico Inc., TK Mexico LLC, Interiors in Flight, Inc.,
Takata Protection Systems Inc., TK Holdings de Mexico S. de R.L. de C.V., Industrias Irvin de
Mexico, S.A. de C.V., Takata de Mexico, S.A. de C.V., and Strosshe-Mex, S. de R.L. de C.V.
(collectively, the “Chapter 11 Debtors”), commenced proceedings in the United States
Bankruptcy Court, District of Delaware for relief under chapter 11 of title 11 of the United States
Code (the "Chapter 11 Proceedings"). In connection with the Chapter 11 Proceedings, TK
Holdings Inc. has been appointed as the foreign representative (the “U.S. Foreign
Representative”).

PLEASE TAKE FURTHER NOTICE that an Initial Recognition Order and Supplemental
Order (together, the “Recognition Orders”) have been issued by the Canadian Court pursuant to
Part IV of the Companies’ Creditors Arrangement Act (Canada) (the “Canadian Recognition
Proceedings”) that, among other things: (i) recognizes the Chapter 11 Proceedings as “foreign
main proceedings”; (ii) recognizes TK Holdings Inc. as the foreign representative of the Chapter
11 Debtors; (iii) orders a stay of proceedings in Canada of any action, suit or proceeding against
any Chapter 11 Debtor, among other things; (iv) recognizes certain orders made in the Chapter
11 Proceedings; and (v) appoints FTI Consulting Canada Inc. as “Information Officer” in the
Canadian Recognition Proceedings.

PLEASE TAKE FURTHER NOTICE that the Information Officer has established a website at
http://cfcanada.fticonsulting.com/tkholdingsinc/ (the “Website”) on which it will post all Orders
of the Canadian Court made in the Canadian Recognition Proceedings and all reports of the
Information Officer filed in the Canadian Recognition Proceedings, among other things. Any
person who wishes to receive a copy of the Recognition Orders or obtain any further information
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in respect thereof or in respect of the matters set forth in this Notice, should have regard to the
Website and/or contact the Information Officer at:

FTI Consulting Canada Inc.
TD Waterhouse Tower
79 Wellington Street West
Suite 2010, P.O. Box 104
Toronto, Ontario M5K 1G8

Attention: Jeffrey Rosenberg
Tel: 416-649-8073
Fax: 416-649-8101
Email: jeffrey.rosenberg@fticonsulting.com

PLEASE TAKE FURTHER NOTICE that legal counsel for the U.S. Foreign Representative
is:

McCarthy Tétrault LLP
Suite 5300, TD Bank Tower
Box 48, 66 Wellington Street West
Toronto ON M5K 1E6

Attention: Heather L. Meredith and Eric S. Block
Tel: 416-601-8342/416-601-7792
Fax: 416-868-0673
Email: hmeredith@mccarthy.ca/eblock@mccarthy.ca

PLEASE TAKE FURTHER NOTICE that additional information regarding the Chapter 11
Proceedings may also be accessed by contacting counsel to the Chapter 11 Debtors in the
Chapter 11 Proceedings at:

Weil, Gotshal & Manges LLP
767 Fifth Avenue
New York, NY, 10153
United States

Attention: Marcia L. Goldstein
Tel: 212-310-8214
Fax: 212-310-8007
Email: marcia.goldstein@weil.com

And via the website established in the Chapter 11 Proceedings at http://●.

Dated at Toronto, Ontario this ● day of ●, 2017.
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Court File No.

ONTARIO

SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

THE HONOURABLE MR.

JUSTICE HAINEY

)

)

)

WEDNESDAY, THE 28th

DAY OF JUNE, 202017

IN THE MATTER OF THE COMPANIES’’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C 36, AS AMENDED

AND IN THE MATTER OF THE [](the "TK HOLDINGS INC., AND THOSE OTHER
COMPANIES LISTED ON SCHEDULE “A” HERETO (the "Chapter 11 Debtors")

APPLICATION OF [NAME OF FOREIGN REPRESENTATIVE]TK HOLDINGS INC.
UNDER SECTION 46 OF THE

COMPANIES’ CREDITORS ARRANGEMENT ACT

INITIAL RECOGNITION ORDER
(FOREIGN MAIN1 PROCEEDING)

THIS APPLICATION,2 made by []TK Holdings Inc. in its capacity as the foreign

representative (the "U.S. Foreign Representative") of the Chapter 11 Debtors, pursuant to the

Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the "CCAA") for an

Order substantially in the form enclosed in the Application Record, at Tab 3, was heard this day at

330 University Avenue, Toronto, Ontario.

1
Under section 47 the Canadian Court must be satisfied that the application for the recognition of a foreign proceeding relates to a foreign

proceeding and that the applicant is a foreign representative in respect of that foreign proceeding, and then determine if the foreign proceeding is a
foreign "main" or a foreign "non-main" proceeding. If the Canadian Court recognizes a foreign proceeding as a "main" proceeding, then section 48
of the CCAA provides that the Court must grant certain relief, subject to any terms and conditions it considers appropriate. The provisions of this
model Order are minimal, and based on the mandatory relief set out in section 48 of the CCAA with respect to a foreign main proceeding. As noted
below, supplemental and other relief is set out in the model Supplemental Order (Foreign Main Proceeding).

2
Part IV of the CCAA governs cross-border insolvencies.
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ON READING the Notice of Application, the affidavit of [] sworn [], [the preliminary

report of [], in its capacity as proposed information officer (the "Proposed Information Officer")

dated [],Scott E. Caudill sworn June 27, 2017 (the “Caudill Affidavit”) and the affidavit of ● 

sworn June ●, 2017, each filed, and upon being provided with copies of the documents required by

s. 46 of the CCAA,

AND UPON BEING ADVISED by Canadian counsel for the U.S. Foreign

Representative that in addition to this Initial Recognition Order, a Supplemental Order (Foreign

Main Proceeding) [will be/is being] sought,3 sought substantially in the form enclosed in the

Application Record at Tab 4,

AND UPON HEARING the submissions of Canadian counsel for the U.S. Foreign

Representative, [Canadian counsel for the Plan Sponsor (as defined in the Caudill Affidavit) and

counsel for the proposed information officer, FTI Consulting Canada Inc. (the "Proposed

Information Officer,] counsel for [],"), which parties were served on a confidential basis as

appears from the affidavit of service of ●, sworn June ●, 2017, and upon being advised that no

other persons were served with the Notice of Application:4

DEFINED TERMS AND SERVICE

1. THIS COURT ORDERS that all capitalized terms used but not defined herein have the

meaning given to them in the Caudill Affidavit.

2. 1. THIS COURT ORDERS that the time for service of the Notice of Application and the

Application Record is hereby abridged and validated5 so that this Application is properly

returnable today and hereby dispenses with further service thereof.

3
In addition to the mandatory relief contained in this Order pursuant to section 48 of the CCAA, certain discretionary relief may be granted by the

Court pursuant to section 49 of the CCAA. Examples of such discretionary relief are contained in a model Supplemental Order (Foreign Main
Proceeding), also available on the Commercial List website.

4
Revise to be consistent with the service recital in the Supplemental Order, if it is being sought concurrently.

5
If service is effected in a manner other than as authorized by the Ontario Rules of Civil Procedure, an order validating irregular service is required

pursuant to Rule 16.08 of the Rules of Civil Procedure and may be granted in the appropriate circumstances.
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FOREIGN REPRESENTATIVE

3. 2. THIS COURT ORDERS AND DECLARES that the U.S. Foreign Representative is

the "foreign representative" as defined in section 45 of the CCAA of the Chapter 11 Debtors in

respect of [] (the "Foreign Proceedingthe petitions commenced by the Chapter 11 Debtors in the

United States Bankruptcy Court, District of Delaware for relief under chapter 11 of title 11 of the

United States Code (the "Chapter 11 Proceedings").
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CENTRE OF MAIN INTEREST AND RECOGNITION OF FOREIGN

PROCEEDINGPROCEEDINGS

4. 3. THIS COURT DECLARES that the centre of its main interests for each of the Chapter

11 Debtors is []in the United States of America,6 and that the Foreign Proceeding isChapter 11

Proceedings are hereby recognized as a "foreign main proceeding"7proceedings" as defined in

section 45 of the CCAA.

STAY OF PROCEEDINGS8

5. 4. THIS COURT ORDERS that until otherwise ordered by this Court:

(a) all proceedings taken or that might be taken against any Chapter 11 Debtor under
the Bankruptcy and Insolvency Act or the Winding-up and Restructuring Act are
stayed;

(b) further proceedings in any action, suit or proceeding against any Chapter 11 Debtor
are restrained; and

(c) the commencement of any action, suit or proceeding against any Chapter 11 Debtor
is prohibited.

NO SALE OF PROPERTY9

6. 5. THIS COURT ORDERS that, except with leave of this Court, each of the Chapter 11

Debtors is prohibited from selling or otherwise disposing of:

(a) outside the ordinary course of its business, any of its property in Canada that relates
to the business; and

(b) any of its other property in Canada.

6
A "foreign main proceeding" as defined in section 45 of the CCAA is "a foreign proceeding in a jurisdiction where the debtor company has the

centre of its main interests". Accordingly, the Court must make this determination in concluding that the proceeding being recognized is a foreign
main proceeding. This determination should be made for each individual Debtor.

7
A separate model order is being developed with respect to foreign non-main proceedings.

8
The provisions of this paragraph 4 are based on section 48 of the CCAA. More comprehensive stay provisions are found in the model

Supplemental Order (Foreign Main Proceeding).

9
Based on section 48(d) of the CCAA.
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GENERAL

7. 6. THIS COURT ORDERS that [without delay][within []7 days from the date of this

Order, or as soon as reasonably practicable thereafter]10after the entry of this Order, the U.S.

Foreign Representative, with the assistance of the Proposed Information Officer, shall (a) cause to

be published a notice substantially in the form attached to this Order as Schedule [*],11B (the

“Notice of Recognition Proceeding”), once a week for two consecutive weeks, in []the Globe and

Mail (National Edition) and the National Post; and (b) send a copy of the Notice of Recognition

Proceeding and this Order to the proposed representative plaintiffs in each Canadian Class Action

and the plaintiff(s) in each Canadian Personal Injury Action, in each case by sending a copy to

counsel of record by email in accordance with the E-Service Protocol of the Commercial List

(which can be found on the Commercial List website at

http://www.ontariocourts.ca/scj/practice/practice-directions/toronto/e-service-protocol/), service

of which will be effective on transmission, or by prepaid ordinary mail, courier, personal delivery

or facsimile transmission service of which will be deemed to be received on the next business day

following the date of forwarding thereof, or if sent by ordinary mail, on the third business day after

mailing.12

8. 7. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,

regulatory or administrative body having jurisdiction in Canada, to give effect to this Order and to

assist the Chapter 11 Debtors and the U.S. Foreign Representative and their respective counsel and

agents in carrying out the terms of this Order.

10
Section 53 of the CCAA requires publication "without delay after the order is made". The alternative language, above, may provide more

certainty as to when that publication must take place.

11
The notice must contain information prescribed under the CCAA (section 53(b)).

12
Section 53(b) of the CCAA requires that the Foreign Representative publish, unless otherwise directed by the Court, notice of the Recognition

Order once a week for two consecutive weeks, in one or more newspapers in Canada specified by the Court. In addition, the Foreign Representative
has ongoing reporting obligations pursuant to section 53(a) of the CCAA.
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9. 8. THIS COURT ORDERS AND DECLARES that [the Interim Initial Order made on []

shall be of no further force and effect once this Order becomes effective, and that] this Order shall

be effective as of []1312:01 a.m. on the date of this Order[, provided that nothing herein shall

invalidate any action taken in compliance with such Interim Initial Order prior to the effective time

of this Order.]14.

10. 9. THIS COURT ORDERS that any interested party may apply to this Court to vary or

amend this Order or seek other relief on not less than seven (7) days’ notice to the Chapter 11

Debtors and, the U.S. Foreign Representative, the Proposed Information Officer, the Plan Sponsor

and their respective counsel, and to any other party or parties likely to be affected by the order

sought, or upon such other notice, if any, as this Court may order.

13
This time should be after the effective time that the Foreign Representative was appointed in the Foreign Proceeding.

14
If an Interim Initial Order was not made, references to an Interim Initial Order should be removed from this paragraph.
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Schedule “A” – Chapter 11 Debtors

1. TK Holdings Inc.

2. Takata Americas

3. TK Finance, LLC

4. TK China, LLC

5. TK Mexico Inc.

6. TK Mexico LLC

7. Interiors in Flight, Inc.

8. Takata Protection Systems Inc.

9. TK Holdings de Mexico S. de R.L. de C.V.

10. Industrias Irvin de Mexico, S.A. de C.V.

11. Takata de Mexico, S.A. de C.V.

12. Strosshe-Mex, S. de R.L. de C.V.
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Schedule “B” – Notice of Recognition Proceeding

Court File No.

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C 36, AS AMENDED

AND IN THE MATTER OF TK HOLDINGS INC., AND THOSE OTHER COMPANIES
LISTED ON SCHEDULE “A”

APPLICATION OF TK HOLDINGS INC.
UNDER SECTION 46 OF THE

COMPANIES’ CREDITORS ARRANGEMENT ACT

[ATTACH APPROPRIATE SCHEDULE(S)]

NOTICE OF RECOGNITION ORDERS

PLEASE BE ADVISED that this Notice is pursuant to an Order of the Ontario Superior Court of
Justice (Commercial List) (the “Canadian Court”), granted on June 28, 2017.

PLEASE TAKE NOTICE that, on June 25, 2017, TK Holdings Inc., Takata Americas, TK
Finance, LLC, TK China, LLC, TK Mexico Inc., TK Mexico LLC, Interiors in Flight, Inc., Takata
Protection Systems Inc., TK Holdings de Mexico S. de R.L. de C.V., Industrias Irvin de Mexico,
S.A. de C.V., Takata de Mexico, S.A. de C.V., and Strosshe-Mex, S. de R.L. de C.V. (collectively,
the “Chapter 11 Debtors”), commenced proceedings in the United States Bankruptcy Court,
District of Delaware for relief under chapter 11 of title 11 of the United States Code (the "Chapter
11 Proceedings"). In connection with the Chapter 11 Proceedings, TK Holdings Inc. has been
appointed as the foreign representative (the “U.S. Foreign Representative”).

PLEASE TAKE FURTHER NOTICE that an Initial Recognition Order and Supplemental
Order (together, the “Recognition Orders”) have been issued by the Canadian Court pursuant to
Part IV of the Companies’ Creditors Arrangement Act (Canada) (the “Canadian Recognition
Proceedings”) that, among other things: (i) recognizes the Chapter 11 Proceedings as “foreign
main proceedings”; (ii) recognizes TK Holdings Inc. as the foreign representative of the Chapter
11 Debtors; (iii) orders a stay of proceedings in Canada of any action, suit or proceeding against
any Chapter 11 Debtor, among other things; (iv) recognizes certain orders made in the Chapter 11
Proceedings; and (v) appoints FTI Consulting Canada Inc. as “Information Officer” in the
Canadian Recognition Proceedings.

PLEASE TAKE FURTHER NOTICE that the Information Officer has established a website at
http://cfcanada.fticonsulting.com/tkholdingsinc/ (the “Website”) on which it will post all Orders
of the Canadian Court made in the Canadian Recognition Proceedings and all reports of the
Information Officer filed in the Canadian Recognition Proceedings, among other things. Any
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person who wishes to receive a copy of the Recognition Orders or obtain any further information
in respect thereof or in respect of the matters set forth in this Notice, should have regard to the
Website and/or contact the Information Officer at:

FTI Consulting Canada Inc.
TD Waterhouse Tower
79 Wellington Street West
Suite 2010, P.O. Box 104
Toronto, Ontario M5K 1G8

Attention: Jeffrey Rosenberg
Tel: 416-649-8073
Fax: 416-649-8101
Email: jeffrey.rosenberg@fticonsulting.com

PLEASE TAKE FURTHER NOTICE that legal counsel for the U.S. Foreign Representative is:

McCarthy Tétrault LLP
Suite 5300, TD Bank Tower
Box 48, 66 Wellington Street West
Toronto ON M5K 1E6

Attention: Heather L. Meredith and Eric S. Block
Tel: 416-601-8342/416-601-7792
Fax: 416-868-0673
Email: hmeredith@mccarthy.ca/eblock@mccarthy.ca

PLEASE TAKE FURTHER NOTICE that additional information regarding the Chapter 11
Proceedings may also be accessed by contacting counsel to the Chapter 11 Debtors in the Chapter
11 Proceedings at:

Weil, Gotshal & Manges LLP
767 Fifth Avenue
New York, NY, 10153
United States

Attention: Marcia L. Goldstein
Tel: 212-310-8214
Fax: 212-310-8007
Email: marcia.goldstein@weil.com

And via the website established in the Chapter 11 Proceedings at http://●.

Dated at Toronto, Ontario this ● day of ●, 2017.
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Court File No.

ONTARIO

SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

THE HONOURABLE MR.

JUSTICE HAINEY

)

)

)

WEDNESDAY, THE 28th

DAY OF JUNE, 2017

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C 36, AS AMENDED

AND IN THE MATTER OF TK HOLDINGS INC., AND THOSE OTHER
COMPANIES LISTED ON SCHEDULE “A” HERETO (the "Chapter 11 Debtors")

APPLICATION OF TK HOLDINGS INC.
UNDER SECTION 46 OF THE

COMPANIES’ CREDITORS ARRANGEMENT ACT

SUPPLEMENTAL ORDER
(FOREIGN MAIN PROCEEDING)

THIS APPLICATION, made by TK Holdings Inc. in its capacity as foreign

representative of the Chapter 11 Debtors (the "U.S. Foreign Representative"), pursuant to

the Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the "CCAA")

for an Order substantially in the form enclosed in the Application Record at Tab 5, was heard

this day at 330 University Avenue, Toronto, Ontario.

ON READING the Notice of Application, the affidavit of Scott E. Caudill sworn June

27, 2017 (the “Caudill Affidavit”) and the affidavit of ●, sworn June ●, 2017, each filed, and 

on hearing the submissions of Canadian counsel for the U.S. Foreign Representative,

Canadian counsel for the Plan Sponsor (as defined in the Caudill Affidavit) and counsel for

the proposed information officer, FTI Consulting Canada Inc., which parties were served on a

confidential basis as appears from the affidavit of service of ●, sworn ●, and upon being
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advised that no other persons were served with the Notice of Application, and on reading the

consent of FTI Consulting Canada Inc. to act as the information officer:

DEFINED TERMS AND SERVICE

1. THIS COURT ORDERS that all capitalized terms used but not defined herein have

the meaning given to them in the Caudill Affidavit.

2. THIS COURT ORDERS that the time for service of the Notice of Application and

the Application Record is hereby abridged and validated so that this Application is properly

returnable today and hereby dispenses with further service thereof.

INITIAL RECOGNITION ORDER

3. THIS COURT ORDERS that the provisions of this Supplemental Order shall be

interpreted in a manner complementary and supplementary to the provisions of the Initial

Recognition Order (Foreign Main Proceeding) dated June 28, 2017 (the "Initial Recognition

Order"), provided that in the event of a conflict between the provisions of this Supplemental

Order and the provisions of the Initial Recognition Order, the provisions of the Initial

Recognition Order shall govern.

RECOGNITION OF FOREIGN ORDERS

4. THIS COURT ORDERS that the following orders, copies of which are attached as

Schedule “B” to “O” of this Order, (collectively, the "U.S. First Day Orders") of the United

States Bankruptcy Court, District of Delaware made in the Chapter 11 Proceedings are

hereby recognized and given full force and effect in all provinces and territories of Canada

pursuant to Section 49 of the CCAA:

(a) Order Directing Joint Administration of Chapter 11 Cases;

(b) Order Appointing Prime Clerk LLC as Claims and Noticing Agent;

(c) Interim Order (i) Authorizing Debtors to Enter into Accommodation

Agreement and Access Agreement With Certain Customers, (ii) Granting

Adequate Protection to Certain Consenting OEMs in Connection Therewith,
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(iii) Modifying the Automatic Stay to Implement and Effectuate the Terms of

the Interim Order, and (vi) Scheduling a Final Hearing;

(d) Interim Order (I) Authorizing Debtors to (A) Continue Their Existing Cash

Management System, (B) Honor Certain Prepetition Obligations Related to the

Use Thereof, (C) Provide Certain Postpetition Claims Administrative Expense

Priority, (D) Continue Intercompany Funding of Certain Non-Debtors, and (E)

Maintain Existing Bank Accounts and Business Forms; and (II) Extending

Time to Comply with Requirements of 11 U.S.C. § 345(b);

(e) Interim Order to (I) Pay Prepetition Wages, Salaries, and Other Compensation

and Benefits, and (II) Maintain Employee Benefit Programs and Pay Related

Administrative Obligations;

(f) Interim Order to Pay Prepetition Obligations Owed to Certain Critical

Vendors;

(g) Interim Order Authorizing the Debtors to (I) Pay Prepetition Obligations Owed

to Certain Foreign Vendors and Lien Claimants and (II) Grant Administrative

Status for Certain Goods Delivered to Debtors Postpetition;

(h) Interim Order to (I) Continue Tooling and Warranty Programs in the Ordinary

Course of Business and Pay Prepetition Obligations Related Thereto, and (II)

Authorize Banks to Honor and Process Related Checks and Transfers;

(i) Interim Order to Continue Insurance and Surety Bond Programs and Pay All

Obligations With Respect Thereto;

(j) Interim Order to (I) Pay Certain Prepetition Taxes and Assessments, and (II)

Authorize Banks to Honor and Process Related Checks and Transfers;

(k) Interim Order (I) Approving Debtors’ Proposed form of Adequate Assurance

of Payment to Utility Companies, (II) Establishing Procedures for Resolving

Objections by Utility Companies, and (III) Prohibiting Utility Companies from

Altering, Refusing, or Discontinuing Service;
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(l) Order Enforcing the Protections of 11 U.S.C. §§ 362, 365, 525, and 541(c);

(m) Order Authorizing TK Holdings, Inc. to Act as Foreign Representative on

Behalf of the Debtors’ Estates; and

(n) Order Implementing Certain Notice Procedures and Approving the Form and

Manner of Notice of Commencement (the “U.S. First Day Orders”).

5. THIS COURT ORDERS AND DECLARES that, in the event of any conflict

between the terms of the U.S. First Day Orders and the Orders of this Court made in the

within proceedings, the Orders of this Court shall govern with respect to Property (as defined

below) in Canada.

APPOINTMENT OF INFORMATION OFFICER

6. THIS COURT ORDERS that FTI Consulting Canada Inc. (the "Information

Officer") is hereby appointed as an officer of this Court, with the powers and duties set out

herein.

NO PROCEEDINGS AGAINST THE CHAPTER 11 DEBTORS OR THE PROPERTY

7. THIS COURT ORDERS that until such date as this Court may order (the "Stay

Period") no proceeding or enforcement process in any court or tribunal in Canada, including

but not limited to the Canadian Actions (each, a "Proceeding") shall be commenced or

continued against or in respect of the Chapter 11 Debtors or affecting their business (the

"Business") or their current and future assets, undertakings and properties of every nature

and kind whatsoever, and wherever situate including all proceeds thereof (the "Property"),

except with leave of this Court, and any and all Proceedings currently under way against or in

respect of any of the Chapter 11 Debtors or affecting the Business or the Property are hereby

stayed and suspended pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

8. THIS COURT ORDERS that during the Stay Period, all rights and remedies of any

individual, firm, corporation, governmental body or agency, or any other entities (all of the

foregoing, collectively being "Persons" and each being a "Person") against or in respect of
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the Chapter 11 Debtors, or affecting the Business or the Property, are hereby stayed and

suspended except with leave of this Court, provided that nothing in this Order shall (i)

prevent the assertion of or the exercise of rights and remedies outside of Canada, (ii)

empower any of the Chapter 11 Debtors to carry on any business in Canada which that

Chapter 11 Debtor is not lawfully entitled to carry on, (iii) affect such investigations or

Proceedings by a regulatory body as are permitted by section 11.1 of the CCAA, (iv) prevent

the filing of any registration to preserve or perfect a security interest, or (v) prevent the

registration of a claim for lien.

NO INTERFERENCE WITH RIGHTS

9. THIS COURT ORDERS that during the Stay Period, no Person shall discontinue,

fail to honour, alter, interfere with, repudiate, terminate or cease to perform any right,

renewal right, contract, agreement, licence or permit in favour of or held by any of the

Chapter 11 Debtors and affecting the Business in Canada, except with leave of this Court.

ADDITIONAL PROTECTIONS

10. THIS COURT ORDERS that during the Stay Period, all Persons having oral or

written agreements with the Chapter 11 Debtors or statutory or regulatory mandates for the

supply of goods and/or services in Canada, including without limitation all computer

software, communication and other data services, centralized banking services, payroll

services, insurance, transportation services, utility or other services provided in respect of the

Property or Business of the Chapter 11 Debtors, are hereby restrained until further Order of

this Court from discontinuing, altering, interfering with or terminating the supply of such

goods or services as may be required by the Chapter 11 Debtors.

11. THIS COURT ORDERS that during the Stay Period, and except as permitted by

subsection 11.03(2) of the CCAA, no Proceeding may be commenced or continued against

any of the former, current or future directors or officers of the Chapter 11 Debtors with

respect to any claim against the directors or officers that arose before the date hereof and that

relates to any obligations of the Chapter 11 Debtors whereby the directors or officers are

alleged under any law to be liable in their capacity as directors or officers for the payment or

performance of such obligations.
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12. THIS COURT ORDERS that no Proceeding shall be commenced or continued

against or in respect of the Information Officer, except with leave of this Court. In addition to

the rights and protections afforded the Information Officer herein, or as an officer of this

Court, the Information Officer shall have the benefit of all of the rights and protections

afforded to a Monitor under the CCAA, and shall incur no liability or obligation as a result of

its appointment or the carrying out of the provisions of this Order, save and except for any

gross negligence or wilful misconduct on its part.

OTHER PROVISIONS RELATING TO INFORMATION OFFICER

13. THIS COURT ORDERS that the Information Officer:

(a) is hereby authorized to provide such assistance to the U.S. Foreign

Representatives in the performance of its duties as the U.S. Foreign

Representative may reasonably request;

(b) shall report to this Court at least once every three months with respect to the

status of these proceedings and the status of the Chapter 11 Proceedings, which

reports may include information relating to the Property, the Business, or such

other matters as may be relevant to the proceedings herein;

(c) in addition to the periodic reports referred to in paragraph 13(b) above, the

Information Officer may report to this Court at such other times and intervals

as the Information Officer may deem appropriate with respect to any of the

matters referred to in paragraph 13(b) above;

(d) shall have full and complete access to the Property, including the premises,

books, records, data, including data in electronic form, and other financial

documents of the Chapter 11 Debtors, to the extent that is necessary to perform

its duties arising under this Order; and

(e) shall be at liberty to engage independent legal counsel or such other persons as

the Information Officer deems necessary or advisable respecting the exercise

of its powers and performance of its obligations under this Order.
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14. THIS COURT ORDERS that the Chapter 11 Debtors and the U.S. Foreign

Representative shall (i) advise the Information Officer of all material steps taken by the

Chapter 11 Debtors or the U.S. Foreign Representative in these proceedings or in the Chapter

11 Proceedings, (ii) co-operate fully with the Information Officer in the exercise of its

powers and discharge of its obligations, and (iii) provide the Information Officer with the

assistance that is necessary to enable the Information Officer to adequately carry out its

functions.

15. THIS COURT ORDERS that the Information Officer shall not take possession of

the Property and shall take no part whatsoever in the management or supervision of the

management of the Business and shall not, by fulfilling its obligations hereunder, be deemed

to have taken or maintained possession or control of the Business or Property, or any part

thereof.

16. THIS COURT ORDERS that the Information Officer (i) shall post on its website all

Orders of this Court made in these proceedings, all reports of the Information Officer filed

herein, and such other materials as this Court may order from time to time, and (ii) may post

on its website any other materials that the Information Officer deems appropriate.

17. THIS COURT ORDERS that the Information Officer may provide any creditor of a

Chapter 11 Debtor with information provided by the Chapter 11 Debtors in response to

reasonable requests for information made in writing by such creditor addressed to the

Information Officer. The Information Officer shall not have any responsibility or liability

with respect to the information disseminated by it pursuant to this paragraph. In the case of

information that the Information Officer has been advised by the Chapter 11 Debtors is

privileged or confidential, the Information Officer shall not provide such information to

creditors unless otherwise directed by this Court or on such terms as the Information Officer,

the U.S. Foreign Representative and the relevant Chapter 11 Debtors may agree.

18. THIS COURT ORDERS that the Information Officer and counsel to the

Information Officer shall be paid by the Chapter 11 Debtors their reasonable fees and

disbursements incurred in respect of these proceedings, both before and after the making of

this Order, in each case at their standard rates and charges unless otherwise ordered by the

Court on the passing of accounts. The Chapter 11 Debtors are hereby authorized and directed
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to pay the accounts of the Information Officer and counsel for the Information Officer and

counsel for the U.S. Foreign Representative on a weekly basis and, in addition, the Chapter

11 Debtors are hereby authorized to pay to the Information Officer and counsel to the U.S.

Foreign Representative, nunc pro tunc retainers in the amounts of $75,000 and $100,000,

respectively, to be held by them as security for payment of their respective fees and

disbursements outstanding from time to time.

19. THIS COURT ORDERS that, if requested by the U.S. Foreign Representative, this

Court or any interested party, the Information Officer and its legal counsel shall pass their

accounts from time to time, and for this purpose the accounts of the Information Officer and

its legal counsel are hereby referred to a judge of the Commercial List of the Ontario

Superior Court of Justice, and the accounts of the Information Officer and its counsel shall

not be subject to approval in the Chapter 11 Proceedings.

SERVICE AND NOTICE

20. THIS COURT ORDERS that the E-Service Protocol of the Commercial List (the

“Protocol”) is approved and adopted by reference herein and, in this proceeding, the service

of documents made in accordance with the Protocol (which can be found on the Commercial

List website at http://www.ontariocourts.ca/scj/practice/practice-directions/toronto/e-service-

protocol/) shall be valid and effective service. Subject to Rule 17.05 of the Rules of Civil

Procedure (Ontario), this Order shall constitute an order for substituted service pursuant to

Rule 16.04 of the Rules of Civil Procedure (Ontario). Subject to Rule 3.01(d) of the Rules of

Civil Procedure (Ontario) and paragraph 21 of the Protocol, service of documents in

accordance with the Protocol will be effective on transmission. This Court further orders that

a Case Website shall be established by the Information Officer in accordance with the

Protocol with the following URL: http://cfcanada.fticonsulting.com/tkholdingsinc/.

21. THIS COURT ORDERS that if the service or distribution of documents in

accordance with the Protocol is not practicable, the Chapter 11 Debtors, the U.S. Foreign

Representative and the Information Officer are at liberty to serve or distribute this Order, any

other materials and orders in these proceedings, any notices or other correspondence, by

forwarding true copies thereof by prepaid ordinary mail, courier, personal delivery or

facsimile transmission to the Chapter 11 Debtors’ creditors or other interested parties at their
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respective addresses as last shown on the records of the applicable Chapter 11 Debtor and

that any such service or distribution by courier, personal delivery or facsimile transmission

shall be deemed to be received on the next business day following the date of forwarding

thereof, or if sent by ordinary mail, on the third business day after mailing.

GENERAL

22. THIS COURT ORDERS that the Information Officer may from time to time apply

to this Court for advice and directions in the discharge of its powers and duties hereunder.

23. THIS COURT HEREBY REQUESTS the aid and recognition of any court,

tribunal, regulatory or administrative body having jurisdiction in Canada, the United States of

America or elsewhere, to give effect to this Order and to assist the Chapter 11 Debtors, the

U.S. Foreign Representative, the Information Officer, and their respective agents in carrying

out the terms of this Order. All courts, tribunals, regulatory and administrative bodies are

hereby respectfully requested to make such orders and to provide such assistance to the

Chapter 11 Debtors, the U.S. Foreign Representative, and the Information Officer, the latter

as an officer of this Court, as may be necessary or desirable to give effect to this Order, or to

assist the Chapter 11 Debtors, the U.S. Foreign Representative, and the Information Officer

and their respective agents in carrying out the terms of this Order.

24. THIS COURT ORDERS that each of the Chapter 11 Debtors, the U.S. Foreign

Representative and the Information Officer be at liberty and is hereby authorized and

empowered to apply to any court, tribunal, regulatory or administrative body, wherever

located, for the recognition of this Order and for assistance in carrying out the terms of this

Order.

25. THIS COURT ORDERS that the Guidelines for Court-to-Court Communications in

Cross-Border Cases developed by the American Law Institute and attached as Schedule “P”

hereto is adopted by this Court for the purposes of these recognition proceedings.

26. THIS COURT ORDERS that any interested party may apply to this Court to vary or

amend this Order or seek other relief on not less than seven (7) days’ notice to the Chapter 11

Debtors, the U.S. Foreign Representative, the Information Officer, the Plan Sponsor and their
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respective counsel, and to any other party or parties likely to be affected by the order sought,

or upon such other notice, if any, as this Court may order.

27. THIS COURT ORDERS that this Order shall be effective as of 12:01 a.m. on the

date of this Order.

___________________________________
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Schedule “A” – Chapter 11 Debtors

1. TK Holdings Inc.

2. Takata Americas

3. TK Finance, LLC

4. TK China, LLC

5. TK Mexico Inc.

6. TK Mexico LLC

7. Interiors in Flight, Inc.

8. Takata Protection Systems Inc.

9. TK Holdings de Mexico S. de R.L. de C.V.

10. Industrias Irvin de Mexico, S.A. de C.V.

11. Takata de Mexico, S.A. de C.V.

12. Strosshe-Mex, S. de R.L. de C.V.
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Schedule “B” – Order Directing Joint Administration of Chapter 11 Cases

See attached.
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Schedule “C” – Order for Appointment of Prime Clerk LLC
as Claims and Noticing Agent

See attached.

317



14
DOCSTOR: 2241093\13

Schedule “D” – Order (i) Authorizing Debtors to Enter into Accommodation Agreement
with Certain Customers, (ii) Granting Adequate Protection to Certain Consenting

OEMs in Connection Therewith, (iii) Modifying the Automatic Stay to Implement and
Effectuate the Terms of the Interim Order, and (vi) Scheduling a Final Hearing

See attached.
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Schedule “E” – Interim and Final Orders (I) Authorizing Debtors to (A) Continue Their
Existing Cash Management System, (B) Honor Certain Prepetition Obligations Related

to the Use Thereof, (C) Provide Certain Postpetition Claims Administrative Expense
Priority, (D) Continue Intercompany Funding of Certain Non-Debtors, and (E)

Maintain Existing Bank Accounts and Business Forms; and (II) Extending Time to
Comply with Requirements of 11 U.S.C. § 345(b)

See attached.
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Schedule “F” – Order for Interim and Final Authority to (I) Pay Prepetition Wages,
Salaries, and Other Compensation and Benefits, and (II) Maintain Employee Benefit

Programs and Pay Related Administrative Obligations

See attached.
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Schedule “G” – Order for Interim and Final Authority to Pay Prepetition Obligations
Owed to Certain Critical Vendors

See attached.
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Schedule “H” –Interim and Final Orders Authorizing the Debtors to (I) Pay Prepetition
Obligations Owed to Certain Foreign Vendors and Lien Claimants and (II) Grant

Administrative Status for Certain Goods Delivered to Debtors Postpetition

See attached.
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Schedule “I” – Order for Interim and Final Authority to (I) Continue Tooling and
Warranty Programs in the Ordinary Course of Business and Pay Prepetition

Obligations Related Thereto, and (II) Authorize Banks to Honor and Process Related
Checks and Transfers

See attached.
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Schedule “J” – Order for Interim and Final Authority to Continue Insurance Programs
and Pay All Obligations With Respect Thereto

See attached.
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Schedule “K” – Order for Interim and Final Authority to (I) Pay Certain Prepetition
Taxes and Assessments, and (II) Authorize Banks to Honor and Process Related Checks

and Transfers;

See attached.
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Schedule “L” –Interim and Final Orders (I) Approving Debtors’ Proposed form of
Adequate Assurance of Payment to Utility Companies, (II) Establishing Procedures for

Resolving Objections by Utility Companies, and (III) Prohibiting Utility Companies
from Altering, Refusing, or Discontinuing Service

See attached.
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Schedule “M” – Order Enforcing the Protections of 11 U.S.C. §§ 362, 365, 525, and
541(c)

See attached.
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Schedule “N” – Order Authorizing TK Holdings, Inc. to Act as Foreign Representative
on Behalf of the Debtors’ Estates

See attached.

328



25
DOCSTOR: 2241093\13

Schedule “O” – Order Implementing Certain Notice Procedures and Approving the
Form and Manner of Notice of Commencement

See attached.
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Schedule “P” – Guidelines for Court-to-Court Communications in Cross-Border Cases

See attached.
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Court File No.

ONTARIO

SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

THE HONOURABLE MR.

JUSTICE HAINEY

)

)

)

WEDNESDAY, THE 28th

DAY OF JUNE, 202017

IN THE MATTER OF THE COMPANIES’’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C 36, AS AMENDED

AND IN THE MATTER OF THE [LIST DEBTOR NAMES](the "TK HOLDINGS INC.,
AND THOSE OTHER COMPANIES LISTED ON SCHEDULE “A” HERETO (the

"Chapter 11 Debtors")

APPLICATION OF [NAME OF FOREIGN REPRESENTATIVE]TK HOLDINGS INC.
UNDER SECTION 46 OF THE

COMPANIES’ CREDITORS ARRANGEMENT ACT

SUPPLEMENTAL ORDER1

(FOREIGN MAIN2 PROCEEDING)

1
As noted in several footnotes in this model order, practice under Part IV of the CCAA is still developing, and as

certain issues are determined by Canadian courts, this model order will be amended to reflect the development of
the law in this area.

2
If the Canadian Court has recognized a foreign proceeding as a "main" proceeding, then section 48 of the CCAA

provides that the Court must grant certain relief, subject to any terms and conditions it considers appropriate. The
provisions of the model Initial Recognition Order (Foreign Main Proceeding) fulfill the mandatory requirements of
section 48 with respect to a foreign main proceeding. Section 49 of the CCAA also allows the Court to make any
order that it considers appropriate for the protection of the debtor company's property or the interests of a creditor
or creditors. This Supplemental Order contains discretionary relief that might be granted by the Court in the
appropriate circumstances. The Model Order Subcommittee has attempted to make the provisions of this model
Order consistent with similar provisions in other model Orders. Supplemental relief (whether contained in this
Order or in subsequent Orders) may also include provisions dealing with the sale of assets, the recognition of
critical vendors, a claims process, or any number of other matters, or may recognize foreign orders or laws granting
such relief.
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THIS APPLICATION, made by [NAME OF FOREIGN REPRESENTATIVE]TK

Holdings Inc. in its capacity as the foreign representative of the Chapter 11 Debtors (the "U.S.

Foreign Representative") of the Debtors, pursuant to the Companies' Creditors Arrangement

Act, R.S.C. 1985, c. C-36, as amended (the "CCAA") for an Order substantially in the form

enclosed in the Application Record, at Tab 5, was heard this day at 330 University Avenue,

Toronto, Ontario.

ON READING the Notice of Application, the affidavit of [NAME] sworn [DATE],

[the preliminary report of [NAME], in its capacity as proposed information officer dated

[DATE]], and on being advised that the secured creditors who are likely to be affected by the

charges created herein were given noticeScott E. Caudill sworn June 27, 2017 (the “Caudill

Affidavit”) and the affidavit of ●, sworn June ●, 2017, each filed, and on hearing the

submissions of Canadian counsel for the U.S. Foreign Representative, [Canadian counsel for

the Plan Sponsor (as defined in the Caudill Affidavit) and counsel for the proposed information

officer,] counsel for [OTHER PARTIES], no one appearing for [NAME]3 although duly served

FTI Consulting Canada Inc., which parties were served on a confidential basis as appears from

the affidavit of service of [NAME] sworn [DATE]●, sworn ●, and upon being advised that no

other persons were served with the Notice of Application, and on reading the consent of

[NAME OF PROPOSED INFORMATION OFFICER]FTI Consulting Canada Inc. to act as the

information officer:

DEFINED TERMS AND SERVICE

1. THIS COURT ORDERS that all capitalized terms used but not defined herein have

the meaning given to them in the Caudill Affidavit.

3
Include names of secured creditors or other persons who must be served before certain relief in this model Order

may be granted. See, for example, CCAA Sections 11.2(1) and 11.52(1).
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2. 1. THIS COURT ORDERS that the time for service of the Notice of Application and

the Application Record is hereby abridged and validated4 so that this Application is properly

returnable today and hereby dispenses with further service thereof.

INITIAL RECOGNITION ORDER

2. THIS COURT ORDERS that any capitalized terms not otherwise defined herein shall

have the meanings given to such terms in the Initial Recognition Order (Foreign Main

Proceeding) dated [DATE] (the "Recognition Order").

3. THIS COURT ORDERS that the provisions of this Supplemental Order shall be

interpreted in a manner complementary and supplementary to the provisions of the Initial

Recognition Order (Foreign Main Proceeding) dated June 28, 2017 (the "Initial Recognition

Order"), provided that in the event of a conflict between the provisions of this Supplemental

Order and the provisions of the Initial Recognition Order, the provisions of the Initial

Recognition Order shall govern.

RECOGNITION OF FOREIGN ORDERS5

4. THIS COURT ORDERS that the following orders, copies of which are attached as

Schedule “B” to “O” of this Order, (collectively, the "ForeignU.S. First Day Orders") of

[NAME OF FOREIGN COURT]the United States Bankruptcy Court, District of Delaware

made in the Foreign ProceedingChapter 11 Proceedings are hereby recognized and given full

force and effect6 in all provinces and territories of Canada pursuant to Section 49 of the CCAA:

4
If service is effected in a manner other than as authorized by the Ontario Rules of Civil Procedure, an order

validating irregular service is required pursuant to Rule 16.08 of the Rules of Civil Procedure and may be granted
in the appropriate circumstances.

5
This model Order adopts an approach that might be applicable to some foreign proceedings, but not others. For

example, U.S. proceedings will typically generate court orders that will be brought to the Canadian Courts for
recognition. Other jurisdictions may have statutory or regulatory rights (rather than court orders) that need to be
recognized in Canada.

6
Section 50 of the CCAA provides that an order made under Part IV of the CCAA may be made on any terms and

conditions that the Court considers appropriate in the circumstances. Such terms and conditions would
presumably need to be consistent with the orders or laws applicable to the foreign proceeding, subject to (i) the
limitations imposed by section 48(2) (an order made under section 48(1) must be consistent with any order made
under the CCAA), and (ii) the limitations imposed in section 61 (which provides that the Court may apply legal or
equitable rules that are not inconsistent with the CCAA, and further that the Court may refuse to do something that
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(a) [list Foreign Orders, or portions of Foreign Orders, copies of which should be

attached as schedules to this Order], attached as Schedule A to this Order,Order

Directing Joint Administration of Chapter 11 Cases;

(b) Order Appointing Prime Clerk LLC as Claims and Noticing Agent;

(c) Interim Order (i) Authorizing Debtors to Enter into Accommodation Agreement

and Access Agreement With Certain Customers, (ii) Granting Adequate

Protection to Certain Consenting OEMs in Connection Therewith, (iii)

Modifying the Automatic Stay to Implement and Effectuate the Terms of the

Interim Order, and (vi) Scheduling a Final Hearing;

(d) Interim Order (I) Authorizing Debtors to (A) Continue Their Existing Cash

Management System, (B) Honor Certain Prepetition Obligations Related to the

Use Thereof, (C) Provide Certain Postpetition Claims Administrative Expense

Priority, (D) Continue Intercompany Funding of Certain Non-Debtors, and (E)

Maintain Existing Bank Accounts and Business Forms; and (II) Extending Time

to Comply with Requirements of 11 U.S.C. § 345(b);

(e) Interim Order to (I) Pay Prepetition Wages, Salaries, and Other Compensation

and Benefits, and (II) Maintain Employee Benefit Programs and Pay Related

Administrative Obligations;

(f) Interim Order to Pay Prepetition Obligations Owed to Certain Critical Vendors;

(g) Interim Order Authorizing the Debtors to (I) Pay Prepetition Obligations Owed

to Certain Foreign Vendors and Lien Claimants and (II) Grant Administrative

Status for Certain Goods Delivered to Debtors Postpetition;

(h) Interim Order to (I) Continue Tooling and Warranty Programs in the Ordinary

Course of Business and Pay Prepetition Obligations Related Thereto, and (II)

Authorize Banks to Honor and Process Related Checks and Transfers;

would be contrary to public policy). All of the Foreign Orders should be reviewed by counsel with these issues in
mind, and the Court may require confirmation from counsel that there is nothing in the Foreign Orders that is
inconsistent with the CCAA or that would raise the public policy exception referenced in section 61 of the CCAA.
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(i) Interim Order to Continue Insurance and Surety Bond Programs and Pay All

Obligations With Respect Thereto;

(j) Interim Order to (I) Pay Certain Prepetition Taxes and Assessments, and (II)

Authorize Banks to Honor and Process Related Checks and Transfers;

(k) Interim Order (I) Approving Debtors’ Proposed form of Adequate Assurance of

Payment to Utility Companies, (II) Establishing Procedures for Resolving

Objections by Utility Companies, and (III) Prohibiting Utility Companies from

Altering, Refusing, or Discontinuing Service;

(l) Order Enforcing the Protections of 11 U.S.C. §§ 362, 365, 525, and 541(c);

(m) Order Authorizing TK Holdings, Inc. to Act as Foreign Representative on

Behalf of the Debtors’ Estates; and

(n) Order Implementing Certain Notice Procedures and Approving the Form and

Manner of Notice of Commencement (the “U.S. First Day Orders”).

5. provided, however,THIS COURT ORDERS AND DECLARES that, in the event of

any conflict between the terms of the ForeignU.S. First Day Orders and the Orders of this

Court made in the within proceedings, the Orders of this Court shall govern with respect to

Property (as defined below) in Canada.

APPOINTMENT OF INFORMATION OFFICER7

6. 5. THIS COURT ORDERS that [NAME OF INFORMATION OFFICER]FTI

Consulting Canada Inc. (the "Information Officer") is hereby appointed as an officer of this

Court, with the powers and duties set out herein.

7
The appointment of an Information Officer is not required by the CCAA, and is in the discretion of the Court.

Information Officers are normally trustees licensed under the Bankruptcy and Insolvency Act.
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NO PROCEEDINGS AGAINST THE CHAPTER 11 DEBTORS OR THE PROPERTY8

7. 6. THIS COURT ORDERS that until such date as this Court may order (the "Stay

Period") no proceeding or enforcement process in any court or tribunal in Canada, including

but not limited to the Canadian Actions (each, a "Proceeding") shall be commenced or

continued against or in respect of the Chapter 11 Debtors or affecting their business (the

"Business") or their current and future assets, undertakings and properties of every nature and

kind whatsoever, and wherever situate including all proceeds thereof (the "Property"), except

with leave of this Court,9 and any and all Proceedings currently under way against or in respect

of any of the Chapter 11 Debtors or affecting the Business or the Property are hereby stayed

and suspended pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

8. 7. THIS COURT ORDERS that during the Stay Period, all rights and remedies of any

individual, firm, corporation, governmental body or agency, or any other entities (all of the

foregoing, collectively being "Persons" and each being a "Person") against or in respect of the

Chapter 11 Debtors [or the Foreign Representative], or affecting the Business or the Property,

are hereby stayed and suspended except with leave of this Court, provided that nothing in this

Order shall (i) prevent the assertion of or the exercise of rights and remedies outside of Canada,

(ii) empower any of the Chapter 11 Debtors to carry on any business in Canada which that

Chapter 11 Debtor is not lawfully entitled to carry on, (iii) [affect such investigations or

Proceedings by a regulatory body as are permitted by section 11.1 of the CCAA,] (iv) prevent

8
The Model Order Subcommittee notes that a "Non-Derogation of Rights" section (found, for example, in the

Model Initial CCAA Order) has not been included in this model Order. In a 'full' CCAA proceeding, which would
typically include a stay of proceedings made under section 11.02 of the CCAA, a number of actions or steps cannot
be stayed, or the stay is subject to certain limits and restrictions. See, for example, CCAA Sections 11.01, 11.04,
11.06, 11.07, 11.08, and 11.1(2). However, in a Part IV proceeding, section 48 of the CCAA (rather than section
11.02 of the CCAA) is being relied upon when a stay of proceedings is being sought, and despite the wording of
section 48(2) and section 61, it is not clear if the restrictions applicable to a section 11.02 stay of proceedings are
also applicable to a section 48 stay of proceedings, or would restrict the recognition of foreign proceedings or
foreign orders that include a stay of proceedings broader than permitted in a section 11.02 stay of proceedings.
These issues remain open for determination by Canadian courts.

9
Where the Court considers it to be appropriate, it may authorize other Persons, including a Court-appointed

Information Officer, to provide consent to any Proceeding. This same comment applies in paragraphs 6 through 11
of this Order.
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the filing of any registration to preserve or perfect a security interest, or (v) prevent the

registration of a claim for lien.

NO INTERFERENCE WITH RIGHTS

9. 8. THIS COURT ORDERS that during the Stay Period, no Person shall discontinue,

fail to honour, alter, interfere with, repudiate, terminate or cease to perform any right, renewal

right, contract, agreement, licence or permit in favour of or held by any of the Chapter 11

Debtors and affecting the Business in Canada, except with leave of this Court.

ADDITIONAL PROTECTIONS

10. 9. THIS COURT ORDERS that during the Stay Period, all Persons having oral or

written agreements with the Chapter 11 Debtors or statutory or regulatory mandates for the

supply of goods and/or services in Canada, including without limitation all computer software,

communication and other data services, centralized banking services, payroll services,

insurance, transportation services, utility or other services provided in respect of the Property

or Business of the Chapter 11 Debtors, are hereby restrained until further Order of this Court

from discontinuing, altering, interfering with or terminating the supply of such goods or

services as may be required by the Chapter 11 Debtors, and that the Debtors shall be entitled to

the continued use in Canada of their current premises, telephone numbers, facsimile numbers,

internet addresses and domain names.10 .

11. 10. [THIS COURT ORDERS that during the Stay Period, and except as permitted by

subsection 11.03(2) of the CCAA, no Proceeding may be commenced or continued against any

of the former, current or future directors or officers of the Chapter 11 Debtors with respect to

any claim against the directors or officers that arose before the date hereof and that relates to

any obligations of the Chapter 11 Debtors whereby the directors or officers are alleged under

10
Section 11.01 of the CCAA provides that no order made under section 11 or 11.02 has the effect of (a)

prohibiting a person from requiring immediate payment for good, services, etc. provided after the order is made, or
(b) requiring the further advance of money or credit. It is unclear whether these provisions also apply to an order
made pursuant to section 48 of the CCAA. Please see the discussion in footnote 8 above.
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any law to be liable in their capacity as directors or officers for the payment or performance of

such obligations.]11

12. 11. THIS COURT ORDERS that no Proceeding shall be commenced or continued

against or in respect of the Information Officer, except with leave of this Court. In addition to

the rights and protections afforded the Information Officer herein, or as an officer of this Court,

the Information Officer shall have the benefit of all of the rights and protections afforded to a

Monitor under the CCAA, and shall incur no liability or obligation as a result of its

appointment or the carrying out of the provisions of this Order, save and except for any gross

negligence or wilful misconduct on its part.

OTHER PROVISIONS RELATING TO INFORMATION OFFICER

13. 12. THIS COURT ORDERS that the Information Officer:

(a) is hereby authorized to provide such assistance to the U.S. Foreign

RepresentativeRepresentatives in the performance of its duties as the U.S.

Foreign Representative may reasonably request;

(b) shall report to this Court at least once every [three] months with respect to the

status of these proceedings and the status of the ForeignChapter 11 Proceedings,

which reports may include information relating to the Property, the Business, or

such other matters as may be relevant to the proceedings herein;

(c) in addition to the periodic reports referred to in paragraph 1213(b) above, the

Information Officer may report to this Court at such other times and intervals as

the Information Officer may deem appropriate with respect to any of the matters

referred to in paragraph 1213(b) above;

(d) shall have full and complete access to the Property, including the premises,

books, records, data, including data in electronic form, and other financial

11
Counsel should specifically address with the Court whether this provision is appropriate in the context of this

Order.
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documents of the Chapter 11 Debtors, to the extent that is necessary to perform

its duties arising under this Order; and

(e) shall be at liberty to engage independent legal counsel or such other persons as

the Information Officer deems necessary or advisable respecting the exercise of

its powers and performance of its obligations under this Order.

14. 13. THIS COURT ORDERS that the Chapter 11 Debtors and the U.S. Foreign

Representative shall (i) advise the Information Officer of all material steps taken by the

Chapter 11 Debtors or the U.S. Foreign Representative in these proceedings or in the

ForeignChapter 11 Proceedings, (ii) co-operate fully with the Information Officer in the

exercise of its powers and discharge of its obligations, and (iii) provide the Information Officer

with the assistance that is necessary to enable the Information Officer to adequately carry out

its functions.

15. 14. THIS COURT ORDERS that the Information Officer shall not take possession of

the Property and shall take no part whatsoever in the management or supervision of the

management of the Business and shall not, by fulfilling its obligations hereunder, be deemed to

have taken or maintained possession or control of the Business or Property, or any part thereof.

16. 15. THIS COURT ORDERS that the Information Officer (i) shall post on its website

all Orders of this Court made in these proceedings, all reports of the Information Officer filed

herein, and such other materials as this Court may order from time to time, and (ii) may post on

its website any other materials that the Information Officer deems appropriate.

17. 16. THIS COURT ORDERS that the Information Officer may provide any creditor of

a Chapter 11 Debtor with information provided by the Chapter 11 Debtors in response to

reasonable requests for information made in writing by such creditor addressed to the

Information Officer. The Information Officer shall not have any responsibility or liability with

respect to the information disseminated by it pursuant to this paragraph. In the case of

information that the Information Officer has been advised by the Chapter 11 Debtors is

privileged or confidential, the Information Officer shall not provide such information to

creditors unless otherwise directed by this Court or on such terms as the Information Officer,

the U.S. Foreign Representative and the relevant Chapter 11 Debtors may agree.
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18. 17. THIS COURT ORDERS that the Information Officer and counsel to the

Information Officer shall be paid by the Chapter 11 Debtors their reasonable fees and

disbursements incurred in respect of these proceedings, both before and after the making of this

Order, in each case at their standard rates and charges unless otherwise ordered by the Court on

the passing of accounts. The Chapter 11 Debtors are hereby authorized and directed to pay the

accounts of the Information Officer and counsel for the Information Officer on a [TIME

INTERVAL]and counsel for the U.S. Foreign Representative on a weekly basis and, in

addition, the Chapter 11 Debtors are hereby authorized to pay to the Information Officer and

counsel to the Information Officer,U.S. Foreign Representative, nunc pro tunc retainers in the

amount[s] of $[AMOUNT OR AMOUNTS] [,amounts of $75,000 and $100,000,

respectively,] to be held by them as security for payment of their respective fees and

disbursements outstanding from time to time.

19. 18. THIS COURT ORDERS that, if requested by the U.S. Foreign Representative,

this Court or any interested party, the Information Officer and its legal counsel shall pass their

accounts from time to time, and for this purpose the accounts of the Information Officer and its

legal counsel are hereby referred to a judge of the Commercial List of the Ontario Superior

Court of Justice, and the accounts of the Information Officer and its counsel shall not be subject

to approval in the Foreign ProceedingChapter 11 Proceedings.

19. THIS COURT ORDERS that the Information Officer and counsel to the Information

Officer, if any, shall be entitled to the benefit of and are hereby granted a charge (the

"Administration Charge") on the Property in Canada, which charge shall not exceed an

aggregate amount of $[AMOUNT], as security for their professional fees and disbursements

incurred in respect of these proceedings, both before and after the making of this Order. The

Administration Charge shall have the priority set out in paragraphs [21] and [23] hereof.
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INTERIM FINANCING12

20. THIS COURT ORDERS that the DIP Lender shall be entitled to the benefit of and is

hereby granted a charge (the "DIP Lender’s Charge") on the Property in Canada, which DIP

Lender's Charge shall be consistent with the liens and charges created by the [DESCRIBE DIP

LOAN ORDER MADE IN THE FOREIGN PROCEEDING], provided however that the DIP

Lender's Charge (i) shall not secure an obligation that exists before this Order is made,13 and

(ii) with respect to the Property in Canada, shall have the priority set out in paragraphs [21] and

[23] hereof, and further provided that the DIP Lender's Charge shall not be enforced except

with leave of this Court.

VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

21. THIS COURT ORDERS that the priorities of the Administration Charge and the DIP

Lender’s Charge, as among them, shall be as follows:14

First – Administration Charge (to the maximum amount of $[AMOUNT]); and

Second – DIP Lender’s Charge.

22. THIS COURT ORDERS that the filing, registration or perfection of the Administration

Charge or the DIP Lender’s Charge (collectively, the "Charges") shall not be required, and that

the Charges shall be valid and enforceable for all purposes, including as against any right, title

or interest filed, registered, recorded or perfected subsequent to the Charges coming into

existence, notwithstanding any such failure to file, register, record or perfect the Charges.

12
Optional – if there is a DIP Lender which takes security over assets in Canada or in respect of Canadian Debtors.

If more comprehensive interim financing provisions are required, please refer to the model CCAA Initial Order for
sample provisions.

13
This restriction appears in the interim financing provisions found in section 11.2(1) of the CCAA. It is unclear

if this prohibits the recognition of a foreign order that creates a DIP Lender's Charge securing pre-filing
obligations.

14
The ranking of these Charges is for illustration purposes only, and is not meant to be determinative. This

ranking may be subject to negotiation, and should be tailored to the circumstances of the case before the Court.
Similarly, the quantum and caps applicable to the Charges should be considered in each case. Please also note that
the CCAA now permits Charges in favour of critical suppliers and others, which should also be incorporated into
this Order (and the rankings, above), where appropriate.
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23. THIS COURT ORDERS that each of the Administration Charge and the DIP Lender’s

Charge (all as constituted and defined herein) shall constitute a charge on the Property in

Canada and such Charges shall rank in priority to all other security interests, trusts, liens,

charges and encumbrances, claims of secured creditors, statutory or otherwise (collectively,

"Encumbrances") in favour of any Person.

24. THIS COURT ORDERS that except as otherwise expressly provided for herein, or as

may be approved by this Court, the Debtors shall not grant any Encumbrances over any

Property in Canada that rank in priority to, or pari passu with, the Administration Charge or the

DIP Lender’s Charge, unless the Debtors also obtain the prior written consent of the

Information Officer and the DIP Lender.

25. THIS COURT ORDERS that the Administration Charge and the DIP Lender’s Charge

shall not be rendered invalid or unenforceable and the rights and remedies of the chargees

entitled to the benefit of the Charges (collectively, the "Chargees") shall not otherwise be

limited or impaired in any way by (i) the pendency of these proceedings and the declarations of

insolvency made herein; (ii) any application(s) for bankruptcy order(s) issued pursuant to BIA,

or any bankruptcy order made pursuant to such applications; (iii) the filing of any assignments

for the general benefit of creditors made pursuant to the BIA; (iv) the provisions of any federal

or provincial statutes; or (v) any negative covenants, prohibitions or other similar provisions

with respect to borrowings, incurring debt or the creation of Encumbrances, contained in any

existing loan documents, lease, sublease, offer to lease or other agreement (collectively, an

"Agreement") which binds any Debtor, and notwithstanding any provision to the contrary in

any Agreement:

(a) the creation of the Charges shall not create or be deemed to constitute a breach

by a Debtor of any Agreement to which it is a party;

(b) none of the Chargees shall have any liability to any Person whatsoever as a

result of any breach of any Agreement caused by or resulting from the creation

of the Charges; and

(c) the payments made by the Debtors to the Chargees pursuant to this Order, and

the granting of the Charges, do not and will not constitute preferences,
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fraudulent conveyances, transfers at undervalue, oppressive conduct, or other

challengeable or voidable transactions under any applicable law.

26. THIS COURT ORDERS that any Charge created by this Order over leases of real

property in Canada shall only be a Charge in the applicable Debtor's interest in such real

property leases.

SERVICE AND NOTICE

20. 27. THIS COURT ORDERS that that the E-Service Protocol of the Commercial List

(the “Protocol”) is approved and adopted by reference herein and, in this proceeding, the

service of documents made in accordance with the Protocol (which can be found on the

Commercial List website at

http://www.ontariocourts.ca/scj/practice/practice-directions/toronto/e-service-protocol/) shall

be valid and effective service. Subject to Rule 17.05 of the Rules of Civil Procedure (Ontario),

this Order shall constitute an order for substituted service pursuant to Rule 16.04 of the Rules of

Civil Procedure (Ontario). Subject to Rule 3.01(d) of the Rules of Civil Procedure (Ontario)

and paragraph 21 of the Protocol, service of documents in accordance with the Protocol will be

effective on transmission. This Court further orders that a Case Website shall be established by

the Information Officer in accordance with the Protocol with the following URL:

‘<@>’http://cfcanada.fticonsulting.com/tkholdingsinc/.

21. 28. THIS COURT ORDERS that if the service or distribution of documents in

accordance with the Protocol is not practicable, the Chapter 11 Debtors, the U.S. Foreign

Representative and the Information Officer are at liberty to serve or distribute this Order, any

other materials and orders in these proceedings, any notices or other correspondence, by

forwarding true copies thereof by prepaid ordinary mail, courier, personal delivery or facsimile

transmission to the Chapter 11 Debtors’ creditors or other interested parties at their respective

addresses as last shown on the records of the applicable Chapter 11 Debtor and that any such

service or distribution by courier, personal delivery or facsimile transmission shall be deemed

to be received on the next business day following the date of forwarding thereof, or if sent by

ordinary mail, on the third business day after mailing.
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GENERAL

22. 29. THIS COURT ORDERS that the Information Officer may from time to time

apply to this Court for advice and directions in the discharge of its powers and duties

hereunder.

30. THIS COURT ORDERS that nothing in this Order shall prevent the Information

Officer from acting as an interim receiver, a receiver, a receiver and manager, a monitor, a

proposal trustee, or a trustee in bankruptcy of any Debtor, the Business or the Property.

23. 31. THIS COURT HEREBY REQUESTS the aid and recognition of any court,

tribunal, regulatory or administrative body having jurisdiction in Canada or in the

[JURISDICTION OF THE FOREIGN PROCEEDING], the United States of America or

elsewhere, to give effect to this Order and to assist the Chapter 11 Debtors, the U.S. Foreign

Representative, the Information Officer, and their respective agents in carrying out the terms of

this Order. All courts, tribunals, regulatory and administrative bodies are hereby respectfully

requested to make such orders and to provide such assistance to the Chapter 11 Debtors, the

U.S. Foreign Representative, and the Information Officer, the latter as an officer of this Court,

as may be necessary or desirable to give effect to this Order, or to assist the Chapter 11

Debtors, the U.S. Foreign Representative, and the Information Officer and their respective

agents in carrying out the terms of this Order.

24. 32. THIS COURT ORDERS that each of the Chapter 11 Debtors, the U.S. Foreign

Representative and the Information Officer be at liberty and is hereby authorized and

empowered to apply to any court, tribunal, regulatory or administrative body, wherever

located, for the recognition of this Order and for assistance in carrying out the terms of this

Order.

25. 33. THIS COURT ORDERS that the Guidelines for Court-to-Court Communications

in Cross-Border Cases developed by the American Law Institute and attached as Schedule

[*]“P” hereto is adopted by this Court for the purposes of these recognition proceedings.

26. 34. THIS COURT ORDERS that any interested party may apply to this Court to vary

or amend this Order or seek other relief on not less than seven (7) days’ notice to the Chapter
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11 Debtors, the U.S. Foreign Representative, the Information Officer, the Plan Sponsor and

their respective counsel, and to any other party or parties likely to be affected by the order

sought, or upon such other notice, if any, as this Court may order.

27. 35. THIS COURT ORDERS that this Order shall be effective as of [TIME]12:01 a.m.

on the date of this Order.15

___________________________________

15
The time referenced in this Order should be the same time as the time referenced in the Recognition Order, if the

two Orders are made on the same date. In the absence of such a provision, Rule 59.01 of the Ontario Rules of Civil
Procedure appears to indicate that an Order is effective as of 12:01 a.m. on the date of the Order (Rule 59.01
provides that "An order is effective from the date on which it is made, unless it provides otherwise").
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Schedule “A” – Chapter 11 Debtors

1. TK Holdings Inc.

2. Takata Americas

3. TK Finance, LLC

4. TK China, LLC

5. TK Mexico Inc.

6. TK Mexico LLC

7. Interiors in Flight, Inc.

8. Takata Protection Systems Inc.

9. TK Holdings de Mexico S. de R.L. de C.V.

10. Industrias Irvin de Mexico, S.A. de C.V.

11. Takata de Mexico, S.A. de C.V.

12. Strosshe-Mex, S. de R.L. de C.V.
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Schedule “B” – Order Directing Joint Administration of Chapter 11 Cases

[ATTACH APPROPRIATE SCHEDULES]
See attached.
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Schedule “C” – Order for Appointment of Prime Clerk LLC
as Claims and Noticing Agent

See attached.

350



Revised: January 21, 2014

19
DOCSTOR: 2241093\13

Schedule “D” – Order (i) Authorizing Debtors to Enter into Accommodation Agreement
with Certain Customers, (ii) Granting Adequate Protection to Certain Consenting OEMs

in Connection Therewith, (iii) Modifying the Automatic Stay to Implement and
Effectuate the Terms of the Interim Order, and (vi) Scheduling a Final Hearing

See attached.
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Schedule “E” – Interim and Final Orders (I) Authorizing Debtors to (A) Continue Their
Existing Cash Management System, (B) Honor Certain Prepetition Obligations Related

to the Use Thereof, (C) Provide Certain Postpetition Claims Administrative Expense
Priority, (D) Continue Intercompany Funding of Certain Non-Debtors, and (E) Maintain
Existing Bank Accounts and Business Forms; and (II) Extending Time to Comply with

Requirements of 11 U.S.C. § 345(b)

See attached.
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Schedule “F” – Order for Interim and Final Authority to (I) Pay Prepetition Wages,
Salaries, and Other Compensation and Benefits, and (II) Maintain Employee Benefit

Programs and Pay Related Administrative Obligations

See attached.
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Schedule “G” – Order for Interim and Final Authority to Pay Prepetition Obligations
Owed to Certain Critical Vendors

See attached.
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Schedule “H” –Interim and Final Orders Authorizing the Debtors to (I) Pay Prepetition
Obligations Owed to Certain Foreign Vendors and Lien Claimants and (II) Grant

Administrative Status for Certain Goods Delivered to Debtors Postpetition

See attached.
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Schedule “I” – Order for Interim and Final Authority to (I) Continue Tooling and
Warranty Programs in the Ordinary Course of Business and Pay Prepetition Obligations

Related Thereto, and (II) Authorize Banks to Honor and Process Related Checks and
Transfers

See attached.
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Schedule “J” – Order for Interim and Final Authority to Continue Insurance Programs
and Pay All Obligations With Respect Thereto

See attached.
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Schedule “K” – Order for Interim and Final Authority to (I) Pay Certain Prepetition
Taxes and Assessments, and (II) Authorize Banks to Honor and Process Related Checks

and Transfers;

See attached.

358



Revised: January 21, 2014

27
DOCSTOR: 2241093\13

Schedule “L” –Interim and Final Orders (I) Approving Debtors’ Proposed form of
Adequate Assurance of Payment to Utility Companies, (II) Establishing Procedures for

Resolving Objections by Utility Companies, and (III) Prohibiting Utility Companies from
Altering, Refusing, or Discontinuing Service

See attached.
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Schedule “M” – Order Enforcing the Protections of 11 U.S.C. §§ 362, 365, 525, and 541(c)

See attached.
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Schedule “N” – Order Authorizing TK Holdings, Inc. to Act as Foreign Representative
on Behalf of the Debtors’ Estates

See attached.
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Schedule “O” – Order Implementing Certain Notice Procedures and Approving the
Form and Manner of Notice of Commencement

See attached.
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Schedule “P” – Guidelines for Court-to-Court Communications in Cross-Border Cases

See attached.
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