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Court File No. CV-17-11857-00CL 
 
 

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") 
AND IN THE MATTER OF TAKATA CORPORATION, AND THOSE OTHER 
COMPANIES LISTED ON SCHEDULE "B" HERETO (the "Japanese Debtors", 

and collectively with the Chapter 11 Debtors, the "Debtors") 
APPLICATION OF TK HOLDINGS INC. AND TAKATA CORPORAITON 

UNDER SECTION 46 OF THE  
COMPANIES' CREDITORS ARRANGEMENT ACT 

 
 

FIRST REPORT TO THE COURT 
SUBMITTED BY FTI CONSULTING CANADA INC. 
IN ITS CAPACITY AS INFORMATION OFFICER 

 

INTRODUCTION 

1. On June 25, 2017, TK Holdings Inc. ("TK Holdings"), 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") filed voluntary petitions for relief under chapter 11 of title 11 of the 

United States Code (the "Bankruptcy Code") in the United States Bankruptcy 

Court for the District of Delaware (the "U.S. Court") (the "Chapter 11 

Proceedings"). 
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2. Concurrently, albeit on June 26, 2017, in Japan, Takata Corporation, Takata 

Kyushu Corporation 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").  

3. The Chapter 11 Debtors obtained certain First Day Orders (listed below) from the 

U.S. Court on June 27, 2017.  

4. On June 28, 2017, TK Holdings, as the foreign representative of the Chapter 11 

Debtors (the "Chapter 11 Foreign Representative"), obtained an order of the 

Ontario Superior Court of Justice (Commercial List) (the "Canadian Court"), 

among other things, granting a stay of proceedings against the Chapter 11 Debtors 

pursuant to Part IV of the Companies' Creditors Arrangement Act (the "CCAA") 

(the "Initial Recognition Order"). 

5. Also on June 28, 2017, the Canadian Court issued a supplemental order (the 

"Supplemental Recognition Order", and together with the Initial Recognition 

Order, the “Canadian Recognition Orders”) which, among other things, (i) 

appointed FTI Consulting Canada Inc. as an officer of the Court (the 

"Information Officer"), and (ii) recognized the following "First Day Orders" of 

the U.S. Court in the Chapter 11 Proceedings: 

1. Order Directing Joint Administration of Chapter 11 Cases; 

2. Order Appointing Prime Clerk LLC as Claims and Noticing Agent; 

3. Interim 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; 
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4. 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); 

5. Interim Order to (I) Pay Prepetition Wages, Salaries, and Other 

Compensation and Benefits, and (II) Maintain Employee Benefit 

Programs and Pay Related Administrative Obligations; 

6. Interim Order to Pay Prepetition Obligations Owed to Certain Critical 

Vendors; 

7. 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; 

8. 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; 

9. Interim Order to Continue Insurance Programs and Pay All Obligations 

With Respect Thereto; 

10. Interim Order to (I) Pay Certain Prepetition Taxes and Assessments, 

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

Transfers; 
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11. 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; 

12. Order Enforcing the Protections of 11 U.S.C. §§ 362, 365, 525, and 

541(c); 

13. Order authorizing TK Holdings, Inc. to Act as Foreign Representative 

on Behalf of the Debtors' Estates; and 

14. Order Implementing Certain Notice Procedures and Approving the 

Form and Manner of Notice of Commencement. 

6. No recognition of the Japanese proceedings was sought at that time.  

7. On July 12, 2017, the plaintiffs in the Continuing Actions (as defined below) 

served a Notice of Motion for a motion to, among other things, set aside or to vary 

the Canadian Recognition Orders (the “Plaintiff’s Notice of Motion”).  
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8. Subsequent to the service of the Plaintiff’s Notice of Motion, counsel for the 

Chapter 11 Foreign Representative, counsel for the plaintiffs in the Canadian 

Class Actions, the Information Officer and counsel to the Information Officer 

entered into discussions with respect to the issues raised in the Plaintiff’s Notice 

of Motion.  The issues were ultimately resolved on the basis that, among other 

things: (i) counsel for the plaintiffs in the Continuing Actions wrote to Justice 

Perell to adjourn the case conference scheduled for August 17, 2017 in the 

Continuing Actions; (ii) the plaintiffs in the Continuing Actions withdrew their 

objections to the Canadian Recognition Orders; and (iii) the Chapter 11 Foreign 

Representative clarified that the scope of the stay of proceedings in the Canadian 

Recognition Orders did not extend to the plaintiffs’ claims as against non-Takata 

(defined below) defendants, without prejudice to the Chapter 11 Foreign 

Representative’s ability to bring a motion to extend the stay of proceedings to 

non-Takata defendants or the plaintiffs’ ability to oppose such a motion. A copy 

of the letter with respect to the aforementioned is attached as Schedule “C”.  

9. On September 1, 2017, the Chapter 11 Foreign Representative and Takata 

Corporation, as the foreign representative of the Japanese Debtors (the "Japanese 

Foreign Representative", and collectively with the Chapter 11 Foreign 

Representative, the "Foreign Representatives"), obtained an order of the 

Canadian Court, among other things, amending the Canadian Recognition Orders 

to extend recognition and various rights to the Japanese Debtors from and after 

September 1, 2017.  Copies of the amended Initial Recognition Order (the 

"Amended Initial Recognition Order") and the amended Supplemental 

Recognition Order (the "Amended Supplemental Recognition Order") are 

attached as Schedules "D" and "E", respectively.  

10. The Amended Supplemental Recognition Order, among other things, recognized 

the following Orders made in the Japanese Proceedings: 

1. Order Commencing Rehabilitation Proceedings for Takata Corporation, 

dated June 28, 2017, except Article 2 of that Order; 
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2.  Order Appointing Supervisor of Takata Corporation, Dated June 26, 

2017; 

3. Order Commencing Rehabilitation Proceedings for Takata Kyushu 

Corporation, dated June 28, 2017, except Article 2 of that Order; 

4.  Order Appointing Supervisor of Takata Kyushu Corporation, Dated 

June 26, 2017; 

5. Order Commencing Rehabilitation Proceedings for Takata Service 

Corporation, dated June 28, 2017, except Article 2 of that Order; and 

6.  Order Appointing Supervisor of Takata Service Corporation, Dated 

June 26, 2017; 

11. In its capacity as Information Officer, FTI Consulting Canada Inc. is maintaining 

a website where documents relating to the recognition proceedings are being 

made available: http://cfcanada.fticonsulting.com/TKHoldingsInc/. Further 

information on the Chapter 11 Proceedings can be found on the following 

website: https://restructuring.primeclerk.com/takata/Home-Index. Further 

information on the Japanese Proceedings can be found on the following website: 

http://www.takata.com/en/. 

12. Pursuant to paragraph 14(b) of the Amended Supplemental Recognition Order, 

the Information Officer is required to, among other things, report to the Canadian 

Court at least once every three (3) months with respect to the status of the 

Canadian recognition proceedings.   

13. The purpose of this, the First Report of the Information Officer, is to report to the 

Canadian Court in compliance with paragraph 14(b) of the Amended 

Supplemental Recognition Order.  This First Report is not intended to be a 

comprehensive update with respect to the Foreign Proceedings, but is instead 

intended to highlight certain matters the Information Officer believes are 

particularly relevant for the Canadian Court. 
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14. In preparing this report, the Information Officer has relied solely on information 

and documents provided by the Foreign Representatives and their counsel. The 

Information Officer has not audited, reviewed or otherwise attempted to verify the 

accuracy or completeness of this information in a manner that would comply with 

the Generally Accepted Assurance Standards pursuant to the Chartered 

Professional Accountants of Canada Handbook.  

BACKGROUND 

15. Takata Corporation, together with its direct and indirect subsidiaries ("Takata"), 

is a manufacturer of automotive safety components, including seatbelts and 

airbags.  

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

17. Recently, 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. 

18. 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 

(five of which have been consolidated into national class actions proceeding in 

Ontario (the “Continuing Actions”), four of which have been dismissed, and five 

of which are currently in abeyance (collectively, the “Canadian Class Actions”) 

and three 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, 

Takata advises that there have been no known instances of inflator rupture in 

Canada to date. 
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19. Takata Corporation and TK Holdings, along with certain OEMs, are also 

defendants in putative competition class actions in four (4) Canadian provinces 

(British Columbia, Ontario, Saskatchewan, and Quebec) (the "Canadian 

Competition Class Actions").  The Canadian Competition Class Actions purport 

to be on behalf of certain consumers in Canada whose claims relate to the sale of 

occupant safety systems, including airbags, seat belts, and steering wheels. In 

each of these actions, certain of Takata’s competitors are also named as 

defendants. 

20. 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 by 

February 27, 2018; 

ii. An up to USD $200 million civil penalty owed by TK Holdings 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 TK Holdings 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 undertaken, exceed the enterprise 

value of Takata; and 

iv. Significant ongoing and potential future litigation claims in the United 

States and Mexico (in addition to the Canadian Actions and the Canadian 
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Competition Class Actions) asserting damages claims for personal injury, 

wrongful death and economic losses, among other things, relating to the 

affected airbags. 

21. Notwithstanding the foregoing, after an expansive sale and marketing process, 

Takata is close to finalizing the terms of a global transaction with Key Safety 

Systems, Inc. for the sale of substantially all of Takata’s global operations (the 

“Global Transaction”). 

22. While the Debtors are close to finalizing the Global Transaction, they determined 

that their liquidity position was not sustainable without an insolvency filing in 

light of vendor reaction to news of a then pending bankruptcy filing. 

NOTICES 

23. Pursuant to the Initial Recognition Order, within seven (7) days from the date of 

the Initial Recognition Order, or as soon as reasonably practicable after that date, 

the Chapter 11 Foreign Representative, with the assistance of the Information 

Officer, was required to (a) cause a notice to be published 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 and the Initial Recognition Order to the 

proposed representative plaintiffs in each Canadian Class Action and the 

plaintiff(s) in each Canadian Personal Injury Action. 

24. The Information Officer caused the notice to be published in the Globe and Mail 

(National Edition) on July 5, 2017 and July 12, 2017, and in the National Post on 

July 5, 2017 and July 12, 2017.  A sample of the published notice is attached as 

Schedule "F".   
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25. In addition, counsel to the Information Officer sent copies of the notice and the 

Initial Recognition Order to the proposed representative plaintiffs in each 

Canadian Class Action and the plaintiff(s) in each Canadian Personal Injury 

Action on or around June 30, 2017, care of their counsel.  Notice was also 

provided by counsel to the Information Officer to the judges seized of the 

Canadian Class Actions and to Transport Canada.   

26. Pursuant to the Amended Initial Recognition Order, as soon as reasonably 

practicable after September 1, 2017, and in any event by September 8, 2017, the 

Japanese Foreign Representative, with the assistance of the Information Officer, 

was required to cause a notice to be published once a week for two consecutive 

weeks, in the Globe and Mail (National Edition) and the National Post. 

27. The Information Officer caused the further notice to be published in the Globe 

and Mail (National Edition) on September 12, 2017, and September 19, 2017, and 

in the National Post on September 12, 2017 and September 19, 2017.  In addition 

to providing notice of the recognition proceedings, this publication also provided 

the following notification with respect to the Japanese claims process and 

deadlines: 

PLEASE TAKE FURTHER NOTICE that the deadline for potential creditors 

to file a proof of rehabilitation claim with respect to the Japanese Debtors in the 

Japanese Proceedings was August 25, 2017.  Proofs of claim filed after the 

deadline may be accepted for a limited period if the delay in filing is caused by 

reasons that are not attributable to the creditor.  The Japanese Debtors have 

indicated they will make best efforts to ask the Japanese Court to accept proofs of 

claims from foreign creditors that are received by October 30, 2017. 

A sample of the published notice is attached as Schedule "G".  
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CLAIMS BAR DATES 

28. The Japanese Court established the following schedule for the Japanese 

Proceedings: 

 

 
August 25, 2017 Deadline for filing proofs of 

rehabilitation claims 
 
October 12, 2017 Submission deadline for inventory of 

assets and balance sheets. 
 
October 30, 2017 Submission deadline for the statement 

of approval or disapproval 
 
November 6 to 
November 13, 2017 

 
Period to examine proofs of 
rehabilitation claims, etc. 

 
November 27, 2017 Submission deadline for proposed 

rehabilitation plan 

 29. On July 18, 2017, the Information Officer posted on its website that the Japanese 

Debtors commenced a proceeding under the Civil Rehabilitation Act (“CRA”) in 

Tokyo, Japan, that the deadline to file claims against the Japanese Debtors was 

August 25, 2017, and that more information could be obtained at 

http://www.takata.com. 

30. On August 15, 2017, the Information Officer posted on its website a claims 

package for claims against the Japanese Debtors including (i) a Notice of 

Commencement of Civil Rehabilitation Proceedings, (ii) Instructions for Filing 

Proof of Rehabilitation Claim, (iii) a Proof of Rehabilitation Claim Form and (iv) 

English Translations of each. 



   

12 
 

 

31. The Information Officer has been advised that proofs of claim filed after the 

August 25, 2017 deadline may be accepted for a limited period if the delay in 

filing was caused by reasons that are not attributable to the creditor.  The Japanese 

Debtors have also indicated that they will make best efforts to ask the Japanese 

Court to accept proofs of claims from foreign creditors (including Canadian 

creditors) that are received by October 30, 2017. Claims against the Japanese 

Debtors must be filed in Japanese.   

32. As noted above, notice of the deadline for filing proofs of claim in the Japanese 

Proceedings, including that the Japanese Debtors will make best efforts to ask the 

Japanese Court to accept proofs of claim from foreign creditors up to October 30, 

2017, was published in Canada on September 12, 2017 and September 19, 2017.  

33. The Chapter 11 Debtors have served notice of a motion in the Chapter 11 

Proceedings to establish a claims and noticing process. That motion has been 

adjourned on several occasions and is now scheduled for October 2, 2017. 

34. The Information Officer understands that the Chapter 11 Foreign Representative 

intends to seek recognition of the claims and noticing process after it is approved 

by the U.S. Court in the Chapter 11 Proceedings. 

35. In addition, since there is a substantial overlap among the potential creditors of 

the Chapter 11 Debtors and the Japanese Debtors, the Information Officer 

understands that following the approval of a noticing and claims process in the 

Chapter 11 Proceedings, the Japanese Foreign Representative intends to bring a 

motion concurrently with the Chapter 11 Foreign Representative to seek 

recognition of the claims and noticing process that has been established in the 

Japanese Proceedings. 
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THIRD PARTY STAY 

36. On August 9, 2017, the U.S. Court heard an all-day motion brought by the 

Chapter 11 Debtors for an order, among other things, preliminarily enjoining 

certain actions from proceeding against third party defendants to actions involving 

the Chapter 11 Debtors and certain OEMs. 

37. The U.S. Court issued an oral ruling, which was read into the record on August 

16, 2017, which granted the motion in part, and stayed certain claims against the 

Takata Corporation and certain OEMs through and including November 15, 2017, 

subject to further extensions by the U.S. Court, among other things.  A copy of 

the Order issued by the U.S. Court (the "Injunction Order") is attached as 

Schedule "H". 

38. As the Canadian Court was advised by counsel to the Foreign Representatives on 

September 1, 2017, rather than seek to have the Injunction Order recognized in 

Canada, the Chapter 11 Foreign Representative and counsel for the plaintiffs in 

the Continuing Actions agreed to an arrangement whereby: 

(i) Until November 15, 2017 the plaintiffs in the Continuing Actions will 

not take any formal steps to advance the litigation in Canada; 

(ii) The Chapter 11 Foreign Representative will not seek to recognize the 

Injunction Order in Canada prior to November 15, 2017; 

(iii) The arrangement is without prejudice to the Chapter 11 Foreign 

Representative's ability to seek recognition of any future orders 

(including any new or extended third party injunction order) or to seek 

recognition of the Injunction Order if any steps were taken in the 

Canadian Class Actions in Canada; and 




















































































