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District of Ontario 
Division No. 9 - Toronto  

Court File No.: BK-23-2946534-0031 
Estate File No.: 31-2946534 

 
ONTARIO 

SUPERIOR COURT OF JUSTICE 
(COMMERCIAL LIST) 

(IN BANKRUPTCY AND INSOLVENCY) 
 

 
IN THE MATTER OF THE BANKRUPTCY AND INSOLVENCY ACT, 

R.S.C. 1985, c. B-3, AS AMENDED 
 

AND IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL 
OF NANOPAY CORPORATION 

 
NOTICE OF MOTION  

 

Dodick Landau Inc., in its capacity as Proposal Trustee (the “Proposal Trustee”) of 

Nanopay Corporation (the “Company”, or “Nanopay”) will make a motion to a Judge presiding 

over the Commercial List on October 3, 2023 at 10:30am or as soon after that time as the motion 

can be heard, which motion shall be heard virtually by judicial videoconference to be set by the 

Court Office and may be attended online by accessing the videoconference link to be posted on 

the Court’s Caselines portal for this matter. A direct link will be circulated by email to those 

members of the Service List with known email addresses prior to the hearing. 

 
PROPOSED METHOD OF HEARING: The motion is to be heard orally. 
 
THE MOTION IS FOR: 
 

1. an Order, substantially in the form attached hereto as Schedule “A”, including, inter alia: 

 
(a) abridging the time for, and validating service of, the within motion materials, if 

necessary; 

(b) approving the amended proposal of Nanopay, dated August 30, 2023 and filed with 

the Official Receiver on August 30, 2023 (the “Proposal”); and 
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(c) authorizing, directing and empowering Nanopay and the Proposal Trustee to take 

all actions necessary or appropriate to enter into, adopt, execute, deliver, 

implement, and consummate all matters contemplated under the Proposal and all 

agreements, transactions, and documents contemplated by the Proposal, including 

but not limited to, if necessary amending the Company’s constating documents to 

effect the share cancellation and share issuance contemplated by the Proposal; 

2. such further and other relief as counsel may advise and this Court may permit.  

 

THE GROUNDS FOR THE MOTION ARE: 
 
Background & Procedural History  

1. Nanopay is a start-up that provides embedded electronic payments solutions for businesses 

and banks to facilitate streamlined sending of invoices and receiving of payments. 

2. After many years of development and marketing, Nanopay began generating revenue in 

the first quarter of 2023. 

3. Unfortunately, the market adopted the technology more slowly than expected and the 

Company, facing a liquidity crisis, determined the only way to preserve its operations and 

value was to secure financing and obtain creditor protection in a formal insolvency 

proceeding. 

4. On May 19, 2023, Nanopay filed a Notice of Intention to Make a Proposal (the “NOI”) 

pursuant to section 50.4 of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3 (“BIA”) 

and named Dodick Landau Inc. as Proposal Trustee. 

5. On June 16, 2023, the Court granted an Order which, among other things: 

(a) extended the time for the Company to file a proposal to August 2, 2023;  

(b) authorized the Company to borrow under a debtor-in-possession credit facility (the 

“DIP Loan Facility”) from Nephesh Partners, LLC (the “DIP Lender”) to finance 

the Company’s working capital requirements and professional fees, which 
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borrowings were initially limited to $275,000, and granted a corresponding charge 

over the property of the Company in favour of the DIP Lender; and 

(c) appointed David Kay, in his capacity as CEO of Ao8 Strategic Advisors, as Chief 

Restructuring Officer of the Proponent. 

6. On June 23, 2023, pursuant to the Endorsement of the Honourable Justice Osborne, the 

Court approved borrowings under the DIP Loan Facility to a maximum of $2,000,000. 

7. Pursuant to the Order, dated August 1, 2023, the Court extended the time for the Company 

to file a proposal to August 21, 2023. 

The Proposal 

8. On August 21, 2023, the Company filed a proposal with the Official Receiver under the 

BIA, which proposal was subsequently amended. On August 30, 2023, the Company filed 

the amended Proposal. 

9. The salient terms of the Proposal include: 

(a) payment of all Crown statutory priority claims as required under the BIA; 

(b) $50,000 distribution to His Majesty in the Right of Ontario, the Company’s only 

secured creditor (other than the DIP Lender), in full satisfaction of a secured claim 

for unpaid employee health taxes; 

(c) payment of all employee preferred claims and all preferred claims in full; 

(d) payment to former employees in any amount equal to their respective entitlements 

under the Wage Earner Protection Program Act; 

(e) a “convenience class” of unsecured creditors who are to receive payments of $500 

on account of proven claims equal or less than $500 or where such a creditor elects 

to participate in such class; and 

(f) the general unsecured creditors shall receive their proportionate share of 1% of the 

new equity in the Company. 
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10. Upon implementation of the Proposal, Nanopay will cancel all common shares of the 

Company and issue new shares, as above, to the Proposal Trustee for distribution to the 

unsecured creditors. 

11. The unsecured creditor class is largely comprised of former employees and original 

investors in the Company. 

Creditors Approve the Proposal 

12. The Creditors Meeting was held on September 11, 2023. 

13. The Proposal was approved by the requisite majority of unsecured creditors, as required by 

the BIA: (a) 92.31% of the voting creditors in number, (b) representing 99.38% of the value 

of the present and voting proven claims. 

14. His Majesty in the Right of Ontario, who was the only creditor in the secured creditor class, 

voted in favour of the Proposal.  

15. On September 14, 2023, in accordance with the BIA, the Proposal Trustee filed with the 

Office of the Superintendent of Bankruptcy and mailed to all known creditors, a copy of 

its Notice of Hearing of the within motion. 

APPROVAL OF PROPOSAL AND RELATED RELIEF 

16. The Proposal has the support of the vast majority of Creditors.  

17. The Proposal will provide a greater return to the creditors than a liquidation or bankruptcy.  

18. The Proposal is reasonable and calculated for the benefit of general body of creditors. 

19. Throughout these proceedings, and in preparing and filing the Proposal, the Company has 

acted diligently and in good faith. 

20. The related relief, authorizing the Company to take steps to facilitate the terms of the 

Proposal is reasonable and necessary, and authorized under the BIA. 

21. The approval of the Proposal and the related relief is supported by the Proposal Trustee. 

OTHER GROUNDS 
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22. The other grounds set out in the Third and Final Report of the Proposal Trustee dated 

September 18, 2023 (the “Third Report”); 

23. The Consolidated Practice Direction Concerning the Commercial List and the inherent 

equitable jurisdiction of the Court; 

24. Rules 1.04, 2.03, 3.02, 16.08 and 37 of the Rules of Civil Procedure, R.R.O. 1990, Reg. 

194; 

25. Sections 50.4(9) and Section 59(4) of the BIA; 

26. The Bankruptcy and Insolvency General Rules, C.R.C., c. 368;  

27. Section 191 and 262 of the Business Corporations Act. R.S.C. 1985, c. C-44; and 

28. Such further and other grounds as counsel may advise and this Honourable Court may 

permit. 

 
THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the Motion: 
 

1. the Third Report and the appendices thereto; and  
 

2. Such further and other documentary evidence as counsel may advise and this Court 
permits. 

 
DATE: September 18, 2023  

 
 LOOPSTRA NIXON LLP 

130 Adelaide St. West, Suite 2800 
Toronto, ON M5H 3P5 
 

 R. Graham Phoenix (LSUC #52650N) 
 t. 416-748-4776 
 f. 416-746-8319 
 e. gphoenix@LN.law   
 

Shahrzad Hamraz (LSUC #85218H) 
e.shamraz@loonix.com  

 
Lawyers for the Proposal Trustee, 
Dodick Landau Inc.
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District of Ontario 
Division No. 9 - Toronto  

Court File No.: BK-23-2946534-0031 
Estate File No.: 31-2946534 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 
(IN BANKRUPTCY AND INSOLVENCY) 

THE HONOURABLE )  TUESDAY, THE 3RD 
 )  
JUSTICE STEELE )  DAY OF OCTOBER, 2023 
 

IN THE MATTER OF THE BANKRUPTCY AND INSOLVENCY ACT,  
R.S.C. 1985, c. B-3, AS AMENDED 

AND IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL 
OF NANOPAY CORPORATION 

 
ORDER 

THIS MOTION, made by Dodick Landau Inc., in its capacity as proposal trustee (the 

“Trustee”), pursuant to Section 50.4(9) and Section 59(4) of the Bankruptcy and Insolvency Act, 

R.S.C. 1985, c. B-3, as amended (the “BIA”), for an Order approving the amended proposal of 

Nanopay Corporation (the “Company”), dated August 30, 2023 and filed with the Official 

Receiver on August 30, 2023, a copy of which is attached hereto as Appendix “A” (the 

“Proposal”), and granting certain other relief, was heard this day at 330 University Avenue, 

Toronto, Ontario by video conference. 

ON READING the Third Report of the Trustee, dated 18, 2023 (the “Third Report”), and 

on hearing the submissions of counsel for the Company, the Trustee, and such other counsel as 

were present, no one else appearing for any other person although duly served as appears from the 

Affidavit of Service of Amanda Adamo sworn September <*>, 2023, filed, and having determined 

that (i) the Proposal has been accepted by the required majority of creditors voting at the meeting 
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of creditors held on September 11, 2023; (ii) the terms of the Proposal are reasonable and 

calculated to benefit the general body of creditors; and (iii) that no offences or facts have been 

proved to justify the Court in withholding its approval of the Proposal: 

DEFINITIONS 

1. THIS COURT ORDERS that all capitalized terms not otherwise defined in this Order 

shall have the meanings ascribed to them in the Proposal.  

SERVICE 

2. THIS COURT ORDERS that the time for service of the Notice of Motion and the Motion 

Record is hereby abridged and validated so that this Motion is properly returnable today and hereby 

dispenses with further service thereof. 

APPROVAL OF PROPOSAL AND IMPLEMENTATION  

3. THIS COURT ORDERS that the Proposal be and is hereby approved. 

4. THIS COURT ORDERS that, as of the Implementation Date at the time or times and in 

the manner set forth in the Proposal: (i) the Proposal and all associated steps, compromises, 

settlements, satisfactions, releases, discharges, transactions, distributions and arrangements 

effected thereby are approved, binding and effective in accordance with the provisions of the 

Proposal and the BIA, including the cancellation of the Existing Common Shares and the 

distribution of the New Common Shares to the Trustee, holders of Proven Unsecured Claims and 

the Company’s new investors, as applicable; and (ii) the treatment of the Claims of all Affected 

Creditors under the Proposal shall be final and binding for all purposes and enure to the benefit of 

the Company, all Affected Creditors, and all other Persons named or referred to in the Proposal, 
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and their respective heirs, executors, administrators and other legal representatives, successors and 

assigns. 

5. THIS COURT ORDERS that any Affected Creditors who do not prove their claim by the 

later of the Implementation Date or 30 days from the date on which the Trustee sends a notice 

pursuant to section 149 of the BIA, shall be and are hereby forever barred from making any Claims 

against the Company and shall not be entitled to a distribution under the Proposal, and all other 

Claims shall be and are hereby forever extinguished, except for any Claims held by Creditors 

unaffected by the Proposal in accordance with its terms. 

6. THIS COURT ORDERS that the Proposal Trustee be and is hereby authorized, directed 

and empowered to perform its functions and to fulfill its obligations under the Proposal to facilitate 

the implementation of the Proposal. 

7. THIS COURT ORDERS that the Proposal Trustee and any other Person required to make 

distributions, deliveries or allocations or take any steps or actions related thereto pursuant to the 

Proposal, are hereby authorized and directed to complete such distributions, deliveries or 

allocations and to take any such related steps or actions, as the case may be, in accordance with 

the terms of the Proposal, and such distributions, deliveries and allocations, and steps and actions 

related thereto, are hereby approved. 

8. THIS COURT ORDERS that the Company is authorized and directed to take all actions 

necessary or appropriate to enter into, adopt, execute, deliver, implement, and consummate all 

matters contemplated under the Proposal and all agreements, transactions, and documents 

contemplated by the Proposal.  
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9. THIS COURT ORDERS that notwithstanding anything to the contrary in the Company’s 

articles, under the Canada Business Corporations Act (“CBCA”) or otherwise in law, on the 

Implementation Date, immediately following funding of the Funded Proposal Payment: 

(a) all Existing Common Shares of the Company shall be automatically cancelled and 

cease to exist; and 

(b) the Company shall issue New Common Shares as contemplated by the Proposal; 

and, so as to facilitate the foregoing, the Company be and is hereby authorized to take such steps 

as are necessary and appropriate, including but not limited to filing articles of reorganization and 

amending its articles to provide for such cancellation and issuance of shares as contemplated by 

the Proposal. 

10. THIS COURT ORDERS that the Director (as defined in the CBCA) is hereby directed to 

file the above-referenced articles of reorganization upon receipt, and the effective date of such 

articles of reorganization shall be the date of issuance of the certificate of amendment in 

accordance with sections 191(6) and 262 of the CBCA.  

11. THIS COURT ORDERS that this Order is the only authorization required to file the 

articles of reorganization or otherwise amend the Company’s articles to implement the Proposal, 

and no shareholder’s meeting or approval is required to proceed with the Proposal or amend the 

Company’s articles, nor is the Company’s shareholder entitled to dissent as a result of any 

amendment to the Company’s articles of incorporation in accordance with the terms of the 

Proposal. 
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12. THIS COURT ORDERS that all Affected Creditors and any of their successors and 

assigns shall, at the request of the Company, from and after the Implementation Date, without 

delay, execute and deliver such releases, discharges, financing change statements, authorizations, 

directions, instruments, notices and other documents as may be requested for the purpose of 

evidencing and/or registering the release and discharge of any and all charges, mortgages, security 

interests, liens, pledges, statutory liens, executions or writ of executions with respect to such 

Affected Claims.   

GENERAL 

13. THIS COURT ORDERS that the Proposal Trustee may from time to time apply to this 

Court for advice and directions in the discharge of its powers and duties hereunder. 

14. THIS COURT ORDERS that this Order shall have full force and effect in all provinces 

and territories in Canada and as against all Persons whom it may otherwise be enforced. 

15. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal, 

regulatory or administrative body having jurisdiction in Canada or elsewhere to give effect to this 

Order and to assist the Company, the Proposal Trustee 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 Company and to 

the Proposal Trustee, as an officer of this Court, as may be necessary or desirable to give effect to 

this Order, to grant representative status to the Proposal Trustee in any foreign proceeding, or to 

assist the Company and the Proposal Trustee and their respective agents in carrying out the terms 

of this Order. 
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16. THIS COURT ORDERS that each of the Company and the Proposal Trustee be at liberty 

and are 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, and that the Proposal Trustee is authorized and empowered to act as 

representatives in respect of the within proceedings for the purpose of having these proceedings in 

any jurisdiction outside of Canada. 

17. THIS COURT ORDERS that this Order and all of its provisions are effective as of 12:01 

a.m. Toronto time on the date of this Order, and this Order is enforceable without the need for 

entry and filing. 
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Appendix “A” 
Amended Proposal dated August 30, 2023 
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  ONTARIO 

SUPERIOR COURT OF JUSTICE  

    (COMMERCIAL LIST) 

Court File No.  31-2946534 

Estate No.      31-2946534 

 

 

IN THE MATTER OF THE AMENDED PROPOSAL OF 

NANOPAY CORPORATION 

OF THE CITY OF TORONTO 

IN THE PROVINCE OF ONTARIO 

 

THIRD AND FINAL REPORT TO COURT  

OF DODICK LANDAU INC. AS PROPOSAL TRUSTEE OF  

NANOPAY CORPORATION 

 

SEPTEMBER 18, 2023 

 

INTRODUCTION 

1. The purpose of this report (the “Report”) of Dodick Landau Inc. (“DLI”) in its capacity as 

proposal trustee (the “Proposal Trustee”) of Nanopay Corporation (the “Proponent”, or 

“Nanopay”), which includes the report in the form prescribed in section 59(1) of the 

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

the request for orders, among other things: 

i. approving the amended proposal (the “Amended Proposal”) of the Proponent dated 

August 30, 2023; and 

ii. authorizing the Proposal Trustee and the Proponent to take all steps necessary to 

implement the Amended Proposal. 
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2. The Proposal has been developed to affect a restructuring of the business and affairs of 

Nanopay with the expectation that all existing creditors will derive a greater benefit from the 

completion of the restructuring and the continued operation of the business and affairs of 

Nanopay than would result from a liquidation of Nanopay’s assets in a bankruptcy 

proceeding. 

DISCLAIMER 

3. In preparing this Report, the Proposal Trustee has relied upon certain unaudited, draft 

and/or internal financial information, the Proponent’s books and records, discussions with 

the management of the Proponent (“Management”) and information from other third-party 

sources (collectively, the “Information”). 

4. Except as described in this Report, the Proposal Trustee has not audited, reviewed or 

otherwise attempted to verify the accuracy or completeness of the Information in a manner 

that would wholly or partially comply with Generally Accepted Assurance Standards 

(“GAAS”) pursuant to the Canadian Institute of Chartered Accountants Handbook and, 

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

contemplated under GAAS in respect of the Information.  

5. Some of the Information referred to in this Report consists of forecasts and projections.  An 

examination or review of the financial forecast and projections of the Proponent, as outlined 

in the Canadian Institute of Chartered Accountants handbook, has not been performed. 

Future oriented financial information referred to in this Report was prepared based on 

Management’s estimates and assumptions.  Readers are cautioned that since projections 

are based upon assumptions about future events and conditions that are not ascertainable, 

the actual results will vary from the projections, even if the assumptions materialize, and the 

variations could be significant. 

6. The Proposal Trustee has prepared this Report in its capacity as a Court appointed officer 

and has made a copy of this Report available on the Proposal Trustee’s website at 

www.dodick.ca for purposes of the Proponent’s motion returnable October 3, 2023 (the 

“Motion”).  Parties using this Report, other than for the purpose of the Motion, are 

cautioned that it may not be appropriate for their purposes. 

7. The capitalized terms not defined in this Report are defined in the Amended Proposal and 

this Report should only be read in conjunction with the Amended Proposal.  
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8. All monetary amounts contained herein are in Canadian dollars, unless otherwise noted.  

REPORT ON PROPOSAL 

9. The Proposal Trustee hereby reports to the Court as follows: 

i. On May 19, 2023, (the “Filing Date”) Nanopay filed with the Official Receiver a 

Notice of Intention to Make a Proposal (“NOI”) to its creditors pursuant to section 

50.4 of the BIA and named DLI as Proposal Trustee.  

ii. On June 16, 2023, the Proponent sought an order which, among other things: 

a) approved the extension of the time for the Proponent to file a proposal to 

August 2, 2023;  

b) authorized the Proponent to borrow under a Proponent-in-possession (“DIP”) 

credit facility (the “DIP Loan Facility”) from Nephesh Partners, LLC (the “DIP 

Lender”) to finance the Proponent’s working capital requirements and 

professional fees, and a corresponding charge over the property of the 

Proponent in favour of the DIP Lender; and 

c) appointed David Kay, in his capacity as CEO of Ao8 Strategic Advisors, as 

Chief Restructuring Officer of the Proponent. 

iii. The relief sought by the Proponent was granted. However, as service of the 

Proponent’s motion material was short, the Court directed the matter to be 

returned to Court for a case conference on June 23, 2023, to advise the Court 

whether any parties served objected to any of the relief sought by the 

Proponent. In the interim, the Court ordered that the advance under the DIP 

Loan Facility be limited to $275,000 in the aggregate. 

iv. On June 23, 2023, the Court granted an order, which among other things, 

authorized advances under the DIP Loan Facility up to the maximum principal 

amount of $2,000,000. 

v. On August 1, 2023, the Proponent sought and obtained approval from the Court for 

a further extension to the time for filing the Proposal, and the stay of proceedings 

herein, up to and including August 21, 2023.   
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vi. On August 21, 2023, pursuant to section 62 of the Bankruptcy and Insolvency Act 

(“BIA”), the Proponent filed with the Official Receiver a proposal (the “Proposal”).  

On August 30, 2023, the Proponent made enhancements to the Proposal and filed 

with the Official Receiver the Amended Proposal. 

vii. On August 31, 2023, the Proposal Trustee gave notice to the Proponent, the 

division office and to every known creditor (whose names and addresses appear 

in such notice), or their duly appointed representative, of the calling of a meeting 

of creditors (the “Creditor’s Meeting”) to be held on September 11, 2023 by 

video conference to consider the Amended Proposal.   

viii. With such notice was included a condensed statement of the assets and 

liabilities of Nanopay, a list of creditors affected by the Amended Proposal and 

having claims of $250 or more and showing the amount of their claims, a copy of 

the Amended Proposal, proof of claim form, proxy and voting letter, as well as 

the Trustee’s Report on Proposal (“Trustee’s Report to Creditors”). A copy of 

the complete notice and creditor’s package is attached hereto as Appendix 

“A”.   

ix. Prior to the Creditor’s Meeting, the Proposal Trustee made a detailed and 

careful inquiry into the liabilities of the Proponent, the Proponent’s assets and 

the causes of the Proponent’s insolvency. 

x. The Creditor’s Meeting was held on September 11, 2023 via video conference, 

at 11:00 a.m. and was presided over by Mr. Rahn Dodick of the Proposal 

Trustee.   

xi. As described further below under the heading “Creditor’s Meeting”, the Proposal 

was accepted by the requisite “double majority” of creditors at the meeting. 

xii. Copies of the minutes of the Creditor’s Meeting (without appendices, except the 

voting register) are attached as Appendix “B”. 

xiii. The Proposal Trustee is of the opinion that the liabilities and the assets of the 

Proponent, and their estimated realizable values, are as set out in this Report 

and the Trustee’s Report to Creditors included in the creditor’s package 

(Appendix “A”), which included background information on Nanopay, causes of 

its financial difficulties, information on secured and unsecured debt, a 
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description of the Amended Proposal, a liquidation analysis, as well as 

information on the conduct of the Proponent.  

xiv. Under the Amended Proposal, the Creditors of Nanopay are divided into two 

classes of Creditors being (i) His Majesty in Right of Ontario represented by the 

Minister of Finance in respect of the portion of an Employee Health Tax (“EHT”) 

claim that is a Secured Claim (“Class 1”) and (ii) Creditors with Proven 

Unsecured Claims, Preferred Claims and Former Employee Claims (“Class 2”). 

xv. Pursuant to the Amended Proposal: (i) His Majesty in Right of Ontario as the 

sole creditor in Class 1 shall receive $50,000 in respect of its EHT claim; and, (ii) 

Unsecured creditors shall receive no cash consideration but will be paid their pro 

rata share of 1% of the new common shares to be issued by Nanopay on 

Implementation Date (“New Common Shares”). 

xvi. In addition to the above issuance of New Common Shares to the Creditors, 

Nanopay will pay the Trustee the Funded Proposal Payment immediately after 

Court Approval. The composition of the Funded Proposal Payment and the 

distribution thereof is detailed in the Trustee’s Report to Creditors.  

xvii. As further detailed in the Trustee’s Report to Creditors, it is the Proposal Trustee’s 

further opinion that a restructuring will yield a greater recovery for the creditors of 

the Proponent than they would receive in a liquidation of the Proponent. 

xviii. The Proposal Trustee forwarded a copy of this report to the official receiver on 

this day.  

CREDITORS’ MEETING 

10. As noted above, for purposes of considering, and voting on, the Proposal, and receiving a 

distribution pursuant to the Proposal, the Creditors were divided into two classes. 

11. The Creditor entitled to vote in the Class 1 consisted of only the Ministry of Finance for the 

secured portion of its EHT claim. 

12. The Creditors entitled to vote in the Class 2 consisted of Unsecured Creditors (i.e., holding 

claims without priority under the BIA) including: Convenience Class Creditors, Preferred 

Creditors pursuant to the BIA, Former Employees, general Unsecured Creditors and claims 
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of His Majesty in right of Canada and any province for all amounts other than Crown Priority 

Claims or Secured Claims. 

13. At the Creditors’ Meeting, Mr. Dodick acted as the chair (the “Chair”) and Ms. Brenda 

McKnight acted as the scrutineer (the “Scrutineer”) and Ms. Naomi Lieberman of the 

Proposal Trustee, acted as secretary.   

14. The Scrutineer reported that a quorum was present at the Creditors’ Meeting and 

accordingly, the Chair declared that the Creditors’ Meeting was properly constituted.  

15. The motion to consider a resolution to accept the Proposal was proposed at the Creditors’ 

Meeting (the “Resolution”). The Resolution tabled at the meeting was as follows:   

“Be and it is hereby resolved to accept the Amended Proposal of Nanopay Corporation 

dated August 30, 2023 and, if approved, the Proposal Trustee and Nanopay Corporation 

will take all necessary steps to implement the terms of the Amended Proposal.” 

16. The Scrutineer tabulated the results of the vote and the Chair reported the results, at the 

Creditor’s Meeting.  The Creditors entitled to vote at the Creditor’s Meeting in the Class 2 

Creditor Class voted on the Resolution to approve the Proposal as follows: 

 For Against 

 # $ # $ 

Creditors having a voting claim 

voting in person, by proxy or by 

voting letter 

13 $1,511,092.62 1 

 

$24,891.01 

Percentage of the total votes 92.31% 98.38% 7.69% 1.62% 

 

17. In summary, a majority in number representing in excess of two-thirds in value of the 

Ordinary Creditors holding proven claims and voting in person or by proxy in the Class 2 

Creditor Class Creditors’ Meeting, or by voting letter, voted in favour of the Resolution to 

approve the Amended Proposal.   
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18. The Trustee further reported at the Creditors’ Meeting that the Minister of Finance, the sole 

Class 1 creditor, voted in favour of the Amended Proposal in advance of the Creditors’ 

Meeting by voting letter in respect of the portion of its EHT Claim that is a Secured Claim.  

APPROVAL OF THE PROPOSAL  

19. The BIA requires the Proposal be referred to the Court for approval following approval by 

the requisite majorities of Creditors by class.  As such, the Proposal Trustee requests that 

the Court issue an order approving the Amended Proposal.   

20. As described in greater detail in the Trustee’s Report to Creditors at Appendix “A”, the 

Proposal, as approved by the Creditors with the majorities required under the BIA, provides 

that: 

i. As required under the BIA, Crown Priority Claims, being proven pre-filing claims 

of Canada Revenue Agency (“CRA”), or any province, contemplated by section 

60(1.1) of the BIA, consisting of unremitted source deductions will be paid in full 

to be paid by the Proponent to the Proposal Trustee from its operating funds and 

remitted by the Proposal Trustee to CRA, or the province, as applicable, within 

six (6) months of the Court Approval Date.  As at the Filing Date, there are no 

known claim amounts in respect of Crown Priority Claims; 

ii. The Minister of Finance shall receive $50,000 in respect of the secured portion its EHT 

claim; 

iii. Employee Preferred Claims will be paid from the Funded Proposal Payment, 

immediately after the Court Approval Date. As at the Filing Date, there are no known 

Employee Preferred Claims;  

iv. Former Employee Claims shall be paid an amount equal to the Former Employee’s 

maximum entitlement under the WEPPA, less any amounts received on account of 

Employee Preferred Claims;   

v. Preferred Claims shall be paid in full, without interest, out of the Funded Proposal 

Payment, in priority to Convenience Class Claims and Unsecured Creditors and in 

accordance with the scheme of distribution set forth in the BIA; and 

vi. Unsecured Creditors who elect to be included in the Convenience Class will receive 

a distribution that is equal to the lesser of: (i) 100% of the value of their Proven 
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Unsecured Claim, and (ii) $500. Convenience Class Creditors will receive a 

distribution out of the Funded Proposal Payment. 

21. The Proposal Trustee is not aware of the existence of any facts within the meaning of 

subsection 173(1) of the Act that apply to the Proponent or the Amended Proposal, as 

described further below.  

22. The Proponent is in the business of offering embedded payments solutions for 

businesses and banks and as such is by its nature a service business. Accordingly, by 

its nature, it is not a capital-intensive business nor does it have high-value assets such 

as inventory like in other industries. Therefore, in an insolvency, there is a higher 

likelihood that a business of this nature would have assets with a net realizable value 

that is less than 50% of its debt.  

23. While the assets of the Proponent together will yield a dividend of far less than 50% of 

the unsecured debt, the information available to the Proposal Trustee indicates that this 

is due to circumstances for which the Proponent cannot justly be held responsible.  

24. The information available to the Proposal Trustee, including interviews with the principal 

of the Proponent and a review of the available financial records of the Proponent, 

indicated that Nanopay is a startup. At this stage of the business’ lifecycle, cash from 

operations are insufficient to fund liabilities as they fall due and as such prior to its NOI 

filing it relied on regular equity injections and loans from its investors. Nanopay only 

began earning revenue in the first quarter of 2023, and the adoption of its technology 

by the market was slower than initially anticipated, which resulted in a longer timeline 

required for Nanopay to reach profitability and be able to pay down its debts. 

25. The Amended Proposal contemplates an immediate cash payment to the Trustee to 

fund the Funded Proposal Payment. The Trustee understands that this payment will be 

funded by new investors.  

OVERVIEW OF THE PROPONENT’S WEEKLY  CASH FLOW FORECAST 
 

26. The Proponent, with the assistance of the Proposal Trustee, has prepared a thirteen-

week cash flow forecast for the period of August 21, 2023 to October 16, 2023 (“Cash 

Flow Forecast”).  A copy of the Cash Flow Forecast is attached hereto as Appendix 

"C" to this Report.  The Cash Flow Forecast has been prepared by Management of the 
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Proponent for the purpose of this motion, using probable and hypothetical assumptions 

set out in notes 1 to 9 attached to the Cash Flow Forecast.  The Cash Flow Forecast 

reflects receipts and disbursements to be received or paid over the eight-week forecast 

period in Canadian dollars. 

27. The Cash Flow Forecast projects that the Proponent will have sufficient liquidity to fund 

its expenses in the Proposal proceeding through to October 16, 2023. 

 

28. The Cash Flow Forecast projects that the Proponent will require the continued use of 

the DIP Loan Facility to fund its working capital. Absent continued funding by the DIP 

Lender, the Proponent will immediately enter a liquidity crisis and be unable to fund its 

expenses going forward. 

29. The Proposal Trustee's review of the Cash Flow Forecast consisted of inquiries, 

analytical procedures and discussion related to information supplied to the Proposal 

Trustee by certain of the Management and employees of the Proponent.  Since 

hypothetical assumptions need not be supported, the Proposal Trustee's 

procedures with respect to them were limited to evaluating whether they were 

consistent with the purpose of the Cash Flow Forecast. The Proposal Trustee has 

also reviewed the support provided by Management of the Proponent for the 

probable assumptions, and the preparation and presentation of the Cash Flow 

Forecast. 

 
30. Based on the Proposal Trustee's review, nothing has come to its attention to cause 

it to believe that, in all material respects: 

 
i. the hypothetical assumptions are not consistent with the purpose of the Cash 

Flow Forecast; 

ii. as at the date of this Report, the probable assumptions developed by Management 

are not suitably supported and consistent with the plans of the Proponent or do 

not provide a reasonable basis for the Cash Flow Forecast, given the hypothetical 

assumptions; or 
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iii. the Cash Flow Forecast does not reflect the probable and hypothetical 

Assumptions. 

31. As described in the Disclaimer above, since the Cash Flow Forecast is based on 

assumptions regarding future events, actual results will vary from the information 

presented, even if the hypothetical assumptions occur, and the variations may be 

material. Accordingly, the Proposal Trustee expresses no assurance as to whether the 

Cash Flow Forecast will be achieved. 

  

32. The Cash Flow Forecast has been prepared solely for the purpose described above, 

and readers are cautioned that it may not be appropriate for other purposes. 

 

CONDUCT OF THE PROPONENT 

Preference Transactions and Transfers at Undervalue 

33. The Proposal, approved by the requisite majorities of Affected Creditors, contemplates that 

sections 95-101 of the BIA shall not apply in connection with this Proposal and as a result 

the Proposal Trustee shall have no responsibility, liability or authority whatsoever in 

connection herewith.  Accordingly, the Proposal Trustee has not undertaken a detailed 

review for possible preference transactions or transfers at undervalue.  

34. If the Proponent was to become bankrupt, and either preference transactions or transfers at 

undervalue did exist, it is possible that some of these transactions could be voided.  

Conduct Post-Filing 

35. Pursuant to section 50(10) of the BIA, the Proposal Trustee is required to monitor the affairs 

of the Proponent until the Proposal is approved by the Court.  

36. During the NOI period, the Proponent worked diligently with the Proposal Trustee to prepare 

the Proposal, as well as to manage costs and continue operations. The Proponent is 

working diligently to complete the Proposal.   
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NOTICE OF HEARING OF THE APPLICATION 

37. On September 14, 2023, the Proposal Trustee sent the Notice of Hearing of Application for 

Court Approval of Proposal (Form 40.1) (the “Notice”) to the Proponent and to all known 

creditors of the Proponent who have proved a claim, whether secured or unsecured, and to 

the official receiver. Attached hereto as Appendix “D” is a true copy of the Affidavit of 

Mailing of Brenda McKnight, together with a copy of the Notice. 

CONCLUSION AND RECOMMENDATION 

38. The Proposal Trustee is of the opinion that the liabilities and the assets of the Proponent 

and their estimated realizable value, are as set out in the Trustee’s Report to Creditors. 

39. That the Proposal Trustee is also of the opinion that: 

i. the causes of the insolvency of the Proponent are as set out in the Trustee’s 

Report to the Creditors; 

ii. the conduct of the Proponent is not subject to censure; and 

iii. there are no known facts, as described in section 173 of the BIA, which may be 

proved against the Proponent. 

40. The Proposal Trustee is not aware of the Proponent having committed any of the offences 

set out in sections 198-200 of the BIA.  

41. It is the Proposal Trustee’s further opinion, as is described in greater detail in the Trustee’s 

Report to Creditors, that the Amended Proposal is of general benefit to the creditors of the 

Proponent and will allow for a greater recovery to them than they would receive in a 

liquidation of the Proponent.   

42. In view of the foregoing, the Proposal Trustee respectfully recommends that this Court grant 

an order to approve the Amended Proposal and authorizing the Proposal Trustee to take all 

steps necessary to implement the Amended Proposal. 
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Yours very truly, 

DODICK LANDAU INC.  
In its capacity as the Proposal Trustee of 
Nanopay Corporation and not in its personal  
or corporate capacity. 

 

  

Per: ____________________________________ 

Rahn Dodick, CA, CPA, CIRP, LIT 

President 
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Nanopay Corporation 
Cash Flow Forecast
For the period from August 21, 2023 to October 16, 2023
$Cdn

Notes 1 2 3 4 5 6 7 8
Weeks Ending 28-Aug-23 04-Sep-23 11-Sep-23 18-Sep-23 25-Sep-23 02-Oct-23 09-Oct-23 16-Oct-23 Total

Receipts
Customer Receipts 2 7,369 7,851 8,362 9,159 10,435 11,109 11,822 12,817 78,924
Other 3 810,000 -                      -                      -                      -                      -                      810,000
Total Receipts 817,369 7,851 8,362 9,159 10,435 11,109 11,822 12,817 888,924

Disbursements
Payroll 4 (84,349) (60,751) (84,349) (48,751) (84,349) (60,751) (84,349) (48,751) (556,400)

Direct Costs 5 (5,651) -                 (24,000) (35,913) (13,000) -                 -                 (59,913) (138,478)

Total Disbursements (90,000) (60,751) (108,349) (84,665) (97,349) (60,751) (84,349) (108,665) (694,878)

Cash Flow from Operations 727,369 (52,900) (99,986) (75,506) (86,914) (49,642) (72,526) (95,848) 194,046

Deduct: Professional Fees and Expenses 6 (14,677)         (41,549)         (57,000)         -                 -                 -                 (50,000)         -                 (163,226)
Deduct: CRO Fees and Expenses 7 -                (82,500) -                 -                 -                 (27,000)         -                 -                 (109,500)
Add: DIP Loan Advances 90,000          -                 160,000 80,000 80,000 80,000 120,000 96,000 706,000
(Deduct): DIP Loan Repayments 8 (353,256) (364,710)       (717,966)
Net Cash Flow 449,436 (541,659) 3,014 4,494 (6,914) 3,358 (2,526) 152 (90,646)

Opening Bank Balance 9 94,627          544,062 2,403 5,417 9,911 2,997 6,355 3,828 94,627          

Add: Net Cash Flow 449,436 (541,659) 3,014 4,494 (6,914) 3,358 (2,526) 152 (90,646)
Closing Bank Balance 544,062 2,403 5,417 9,911 2,997 6,355 3,828 3,980 3,980
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Nanopay Corporation (“Nanopay” or the “Company’’) 
Major Assumptions 
Cash Flow Forecast 

For the Period August 21, 2023 to October 16, 2023 (the “Period”) 
 

1. Nanopay’s financial projections have been prepared for the purpose of meeting the 

requirements of the Bankruptcy and Insolvency Act. The Projection is based on the 

hypotheses that Nanopay will continue operations in the normal course, will generate 

cash flow to meet its ongoing operational needs and where there is a cash flow deficiency 

such deficiency will be funded by way of external financing. 

Receipts: 
2. Customer receipts are projected based on existing customers as well as certain new 

customers that are anticipated to begin doing business with Nanopay in the period.   

  

3. Other receipts are in respect of SR&ED credits relating to the 2022 fiscal year, which was 

received by the Company in the first week of the Period.  

Disbursements: 
4. Payroll includes amounts for approximately twenty-one salaried employees and one 

independent contractor. Other payroll costs include source deduction remittances and 

employee benefits payable in the Period.  

 

5. Direct costs include infrastructure costs such as network, data center, VPN and security, 

as well as subscription expenses for Amazon Web Services, Google, certain developer 

tools, marketing costs and bank fees.  A portion of these expenses are paid through a 

corporate American Express credit card. 

 

6. Professional fees include fees for the Proposal Trustee, the Company’s legal counsel, 

legal counsel to the Proposal Trustee for the Period and DIP Lender’s Counsel. 

  

7. Chief Restructuring Officer (“CRO”) fees and expenses include $27,000 per month.  The 

CRO is a requirement of the Debtor in Possession (“DIP”) lender.  According to the DIP 

loan agreement, the CRO fees and expenses for the first three months (June to August 

2023) are accrued and are required to be paid when the SR&ED credits are received. 

 

8. The DIP loan agreement provides for an initial advance of $600,000 (“Initial 

Advance”) which was reduced by the DIP lender’s legal fees estimated to be 

approximately $25,000 resulting in a net advance of approximately $575,000 which was 

advanced in June 2023 following approval of the DIP loan charge by the Court.    

 

According to the DIP loan agreement, the Initial Advance, including accrued interest, 

DIP lender facility fee and CRO accrued fees for three months, must be repaid when the 

2022 SR&ED credits are received.  The SR&ED credit was received in the first week of 

the Period and the DIP loan was repaid utilizing the credit in full. Following the 
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repayment, new DIP loan advances are forecast to be drawn weekly to meet the 

Company’s working capital needs through the Period. 

 

9. The Company’s opening cash flow agrees with the Debtor’s bank account. 
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IN THE MATTER OF THE AMENDED PROPOSAL OF 
NANOPAY CORPORATION OF THE CITY OF TORONTO  
IN THE PROVINCE OF ONTARIO 

Court File No.: BK-23-2946534-0031 
Estate File No,: 31-2946534 

 
ONTARIO 

SUPERIOR COURT OF JUSTICE 
[COMMERCIAL LIST] 

(IN BANKRUPTCY AND INSOLVENCY) 
 

Proceeding commenced at TORONTO 
 
 

THIRD AND FINAL REPORT TO COURT OF THE 
PROPOSAL TRUSTEE 

 
 
LOOPSTRA NIXON LLP 
130 Adelaide St. W., Suite 2800 
Toronto, ON M5H 3P5 
 
R. Graham Phoenix (LSO No.  52650N)   
& 
Shahrzad Hamraz (LSO No. 85218H) 
 
Tel:  (416) 746-4710 
Email:  gphoenix@LN.Law /    
            shamraz@loonix.com 
 
Lawyers for the Proposal Trustee  
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IN THE MATTER OF THE AMENDED PROPOSAL OF  
NANOPAY CORPORATION OF THE CITY OF TORONTO  
IN THE PROVINCE OF ONTARIO 

  
 

Court File No.: BK-23-2946534-0031 
Estate File No.: 31-2946534 

  
ONTARIO  

SUPERIOR COURT OF JUSTICE  
[COMMERCIAL LIST] 

(IN BANKRUPTCY AND INSOLVENCY) 

  Proceeding commenced at TORONTO 
 

  

MOTION RECORD OF THE TRUSTEE  
(Returnable October 3, 2023 At 10:30am Via Judicial 

Video conference)                           

   
LOOPSTRA NIXON LLP 
130 Adelaide St. W., Suite 2800 
Toronto, ON M5H 3P5 
 
R. Graham Phoenix (LSO No.  52650N)   
& 
Shahrzad Hamraz (LSO No. 85218H) 
 
Tel:  (416) 746-4710 
Fax:  (416) 746-8319 
Email:  gphoenix@LN.Law/    
            shamraz@loonix.com 
 
Lawyers for the Trustee  
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