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INTRODUCTION

1.

This report (the “Second Report”) is filed by PricewaterhouseCoopers Inc,
{("PwC”), in its capacity as interim receiver (the “Receiver™) of all of the assets,
undertakings and properties of 101142701 Saskatchewan Lid. (“1011”) and
Cava Secreta Wines and Spirits Ltd. (“Secreta’), (collectively “Cava” or the

“Companies™).

The Receiver was appointed by an Order granted by the Court of Queen’s Bench
of Saskatchewan (the “Court”) on May 8, 2012 (“Interim Receivership Order™).

In preparing this Second Report, the Receiver has relied upon unaudited
financial information, the Companies’ records and information obtsined from
the Companies. Other than conducting a physical count of the inventories found
at the Cava locations identified below, the Receiver has not performed an audit,
review or other verification of such information. The Receiver does not express
an opinion on the financial information contained herein,

It is recommended that this report be read in conjunction with the Receiver's
First Repoit dated May 16, 2012 (the “First Report”). Capitalized words in this
Second Report not otherwise defined carry the same meaning as in the First

‘Report.

The purpose of this report is to provide the Court with an update on the aclivities
of the Receiver and to provide information that may be of inierest to the Court,
and the interested patties when considering whether to terminate or extend the
interim receivership or expand the powers of the Receiver,

ACTIVITIES OF THE RECEIVER

6.

7.

The Receiver continues to securs the assets of the Companies at the following
locations: '

{) 1011 retail location located at 110 — 19 Ave, W., Saskatoon, Sask,

(iy 1011 warehouse located at Bay 5, 2510 Jasper Ave., Saskatoon,
Sask.

(if)  Secreta retail location located in the Saskatoon Farmer’s Market,
Saskatoon, Sask.

(iv)  Secreta retail location located in the Ideas Inc, building, located at
103 ~ 120 Sonnenschein Way., Saskatoon, Sask,

The Receiver engaged an independent third party, WIS International Lid.
(“WIS”) to inventory all assets of the Companies.




CREDITORS

8. The Receiver reviewed the Companies financial records to locate a list of
accounis payable. The Receiver has determined that numerous fransactions
subsequent to July 1, 2011 may not have been recorded in the Companies’
financial statements,

9. . Noiwithstanding the Companies records wete not cutrent; the Receiver compiled
a list of creditors and sent the notice required by paragraph 30 of the Inferim
Receivership Order to the known creditors of the Companies on May 16, 2012,

10, The Receiver arranged for Canada Revenue Agency (“CRA”) o conduct an
audit of payroll records as well as Goods and Service Tax, CRA have provided
a letter advising the outstanding employee withholdings are $11,074 for 1011
and $8,114 for Secreta, To date a copy of CRA’s report with respect o GST has
not been made available to the Receivet,

11, The Receiver also arranged for Saskatchewan Finance to conduct an audit of
Saskatchewan Liquor Consumption Tax, They identified a total amount due of
$200,573.79 of which $39,500.86 as owing in the last year, and for which
prioxity is being claimed under a statutory deemed trust.

CLAIMS PROCESS

12. As a resulf, on May 18, 2012 this Honourable Court approved the Claims
Process, directing that:

()  On or before May 23, 2012 the Receiver send to the Claimants
known to the Receiver, a notice informing them of their right to file
a Notice of Claim;

(i)  Onor before May 23, 2012 a notice be placed in the Saskatoon Stas-
Phoenix notifying potential Claimants of the Claims Process;

(i)  All Claimants were to file claims by 5:00 pm CST on May 31,
2012;

{iv)  The Receiver was to determine the validity of the claims and advise
the Claimants and those on the Service List of the Receivers
decision by June 5, 2012;

(v)  Any Claimant or inferested party who wishes to contest the
Receiver’s decision is to file a Nottce of Motion to that effect by -
June 11, 2012; and

(vi)  Such Notice of Motion is to be returnable before this Honourable
Court on June 14, 2012,

13, The Claims Process Order excluded Canada Revenue Agency as a Claimant, On
May 25, 2012 this Honourable Couzt directed that the Property Claims Process
Order be amended so that “the claims of employees of the Companies pursuant




REALIZATIONS OF THE ESTATE

22. Until the Claims Process is concluded it is uncertain who has priority to the
assets and for what amounts. There is a possibility there are insufficient assets
to satisfy the amounis secured by the Receivers Charge and the Receivers
Borrowings Charge.

23, Bascd on the draft realization schedule in Appendix A, the secured creditors
could suffer a shortfall of $653K or a potential recovery of $2.1 miflion. These
realizations are preliminary estimates as there are numerous issues to be
determined, the actual results could be materially higher or lower depending on
the circumstances,

Respectfully submitted,

rispratinkou (st .

PRICEWATERHOUSECOOPERS INC.
in its capacity as Inferim Receiver of
101142701 Saskatchewan Ltd. and

Cava Secreta Wines and Spirits Lid.
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