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Proposul ‘Trastee’s Fivst Report

PURPOSE OF THIS REPORT

Pursuant to Section 50.4(9) of the Bankruptcy and Insolveucy Act, Wiston International Trade Co. Ltd,
(“Wiston® or the “Company") is seeking an extension of 45 days to file its proposal.

The purpose of this report is to provide the Court and other stakeholders with inforimotion on Wiston’s
current financiat affairs and conduct since it filed its Notice of Intention to Make & Proposal (“NOTI*) on
March 26, 2018, and G. Powroznik Group Inc. consented to act as Trustee (the “Proposal Tiustes™). An
automatic stay of proceedings arose as a result of filing the NOI with respect to all claims that existed
against Wiston as of Maroh 26, 2018,

According to Wiston's financia) records, at March 26, 2018, Wiston's liabilities exceed its assets by
approximately $8.0 million. While Wiston is insolvent, it is not bankrupt nor is it in receivership, The.
Director of Wiston believes there are sufficient potentia) opportunities to refinance the Company such that

a viable proposal can be made to its creditors.

If the extension sought is not allowed, Wiston will be desmed to have made an assignment in bankruptey,
BACKGROUND

Wiston was registercd as a company in British Columbia on January 6, 2009. Wiston’s sole shareholder
and divector is Huigang (Andrew) Sun. Wiston has been actively engaged in the business of importing

hard wood flooring product from China and selling into the wholesale market in the Lower Mainland and

the Toronto area since inception.



The Compaiiy's corpevate offices are located in Richmond, B.C,

‘The Campany has a lease for the premises located in Richmond, B.C. Vhe lease for the Ontatio location is

entered into with a related party of the Campany.

Wiston has 9 full time employees. 3 are located in the Richmond, B.C. office and § are located in the
Markham, Ontario warehouse facility, Wistou has one sales person in Calgary, Alberta, Employees are

engaged in sales, warchouse operations and administrative functions.

Wiston's assets consist of necounts rectivable, inventory, vehicles and equipment and investments/loans
in related companies, A preliminary review indicates that all the assets are sncumbered by either a

registered financing agieement or by s General Securlty Agreement.
Wislon is currently using existing sales people to sell inventory, Wiston has indieated they have paid the
arvears owing these employees for payroll related items, to ensure sales and operations ean continue

without interruption.

FINANCIAL POSITION AND CAUSE OF FINANCIAL DIFFICULTIES

Internal financial records of the Company for the most recent years ending October 31, 2016 and October
31,2017 indicate a loss of $2.057 million and a profit of §11,500, respectively, an gross revenues of
$4.,16 million and $3,86 million, respectively. For the period November 2017 through January 2018,
Wiston®s records indicate a loss of approximately $250,000 on tota! net revenue of $237,000.

Wiston has relied on n single soprce manufacturer in China for supply of its hard wood-flooring product.
The supplier, Heilongliang Far Bast Wood Co. (“HFEWC™), is located in Harbin, China, and we are
advised it is related w and controfled by the Company’s principal. The Company indicates that in eatly
2016 it overpurchased product from HFEWC that was not suitable for Wiston's Canadian markets, The
Company further states that this purchase caused future supply problems from China, I turii Jeading to un
imeremental reduction in supply of inventory from HFEWC, until it ceased in late 2017, The Company
has not recelyed any new inventory since November of 2017. Wiston's financial records as at March 26,

2018 indicate it owes more than $21.0 million to this supplier.




Wiston has made several investiments and/or loans in and {o related parties, As of Mareh 26, 2018,
Wislon®s records indicate they were owed approximately $14,19 million from these investments/loans

and it is unknown if these amounts are collectitile at this point,

As indicated, Wiston is currently selling hard wood flooring and plans to continue this in its current
format. We sttach as “Appendix A* a copy of the cash flow and accompanying notes, for the period
covered under the extension, selling out the expected results of operations over the seven (7) week parjod
Trom April 23 10 June 10, 2018.

The Company's management advises that HFEWC is now beginning a production run tu re-supply
Wiston with inventory suitable for their Canadian markets and that produet will begin to flow again,

The Company is currently undercapitalized, Counsel for the Company advises fliat it expects an
agroement this week for a financing that will provide sufficient funds to complets its restruchucing plan,
The finencing is expected to produce an initial portion with the balance coming over {ime, The. Proposal

Trustee is monitoring the shareholder’s progress in finalizing this finanoing.

FINANCIAL POSITION

The trustee has relied to date on the internal financial information provided by the Company and has not

nttended to third party verification of asset values at this point.

Assets

decomnts receivable
Wiston’s receivables arise from the sale of inventory and investments/loans made in and to related third
parties. Wiston advises that they are selling on a cash-on-delivery basis while nnder the NOI. The
Company's records indicate that tolal accounts receivable from operations at March 26, 2018 was
$360,038, Of the tota) accounts receivable of $360,038, approximately $200,000 is aged over ninety (90)
days. The Propasal Trustee has requested an analysis of the collectability of the accounts recelvable and

will report on that once the information is received and reviewed,




The records indicate that amounts owed from investments/loans is approximately $14.19 million, The
trustee has not yet conducied an analysis of the investments to determine the Jikelihood and quantum of
any recovery from them. Since these amounts are significant and can change the recovery to ereditors by
a large margin if collectible, an analysis of recoveries for Wiston under a ligquidation scenario is
premature. The Proposal Trostes has sought further information on these invesiments and will report on

them once the information is received and reviewed,

hventory

Wiston's financin) records indicate that as at March 26, 2018 the book value of inventery for the
Richmond location was $645,000 and for the Onfario location was $854,500, for a total of $1.5 million.
Wlston estimates that the inventory will sell through regular channels at $2.5 inillion with a liguidation

value of between $550,000 and $916,000,

Vehicles and Lyuipment

Wiston's vehicles and equipment are used primarily to move, store and deliver product and consist of one
(1) van, two (2) pickup trucks and three (3) forklifts, The van, pickup trucks and one of the forklifts are
subject to a security agreement via rogistered financing agreements. Two of the forklifts appear to be
unencumbered and there are further two automobiles registered in Wiston that are for the personal use of

the principal, Nelther of these appears to be encumbered.
Liabilities
Secired Creditory

Canada Revenue Agency (“CRA") advised by way of proof of ¢laim that they are owed $176,599 for
unremitied payroll withholdings and $28,780 for unremitted Goods and Services Tax. The Proposal
Trustes, based on information provided by CRA and Wiston, estimates that $37,250 of this amount is
subject {0 a deemed trust. The Company’s financial records as at March 26, 2108 indicate that CRA s
owed approximately $198,961 for unremitted payroll withholdings and $39,540 for GST,




Rank of Montreal was given a general security ngreement (“GSA™) over all the assets of Wiston by the
Company. As al March 26, 2018 Wiston’s cecords irdicate they owed approximately $2.4 million to Bank
of Maneal. Wiston has advised that they nend ta contintic to make payments agaiist this secured debt

while they are under the NOI,

We further understand that the Company’s principal has provided a personal guarantee and an indemnity
to BMO ss collateral security against any shortfall on the secured amounts owing by Wistou. The
personal guarantee is substantially secured against residential real estate in the city of Vangouver.
Accordingly, the principal of the Company bears the risk on the Bank of Montreal facllity.

As dicated, centain vehicles and equipment are subject to financing agreements registered in the:

Persona) Property Registry of British Columbia, We have not completed an analysis of these wnits and the

amounts owed agalnst them to detarmine if there is equity in these assets.

Lreferred Croditors
We understand that pre-filing amounts (including remittances) totalling $27,243 was paid to employees
Wiston deemed critical to its continued operations, Certain other amounts to emplayees no longer

employed will be dealt with in the proposal. Total unpaid obligations to past employess is esthoated at
$23,129.71

Ungecyred Crediors

Wiston’s financia) records indicate that the Company owes unsecured creditors approximately $23,83]

million, of which $22.67 million is owed to related parties of Wiston.

CONDUCT OF DEBTOR

We have made an examination of the banking records of the Company and we are not aware of any
potential preference payments, seftlements or reviewable transactions involving Wiston, We inquired as

1o the nature of several transactions and are awaiting n response from the Company.



Pursuant to subsection 50.4(7) the Proposal Trastee is monitoring the Company's business and financial
affairs, The Proposal Trustee reports that the principal has repaid pre-filing shareholder loans in the
amount of $24,800. The principal has advised that (hese funds are being used as a deposit on inventory

ordered from the plant in Harbin, China,

REMUNERATION OF THE ROPOSAL, TRUSTER

G, Powroznik Group Ing, has yeceived, to date, a retainer in the amount of §25,000 from the Company’s
principal, both directly and through Wiston, Amounts received are for payment of the Proposal Tristee’s:

feus and expenses.

QUALUMTCATIONS O1F 118 REPORY

The Proposal Trustee has not provided previous services to the debtor,

In preparing this report, the Proposal Trustee has relled upon Wiston’s books and records, unaudited
finnncia) information prepared by Wiston and discussions with management and legal eounisél of Wiston.
The Proposal Trustee has not audited, revicwed or olherwise attempted to verify the aceurasy ar
completeness of the information and, accordingly, the Proposal Trustee expresses no opintol or other

form of assurante with respeot to (he information contained in this report.

The cush flow statement and other future oriented financial information relied upon in this veport ure
besed upon management’s assumptions regarding future events, Actual results will vary from the
information presented oven if the assumptions occur, and the variations may be inaterial, Accordingly, we

express no assurance as to whether the projection will be achieved.

The Proposal Trustee reserves the right to refine or nmend its comments and findings as futther

information is obtained or brought (o its attention subsequent to this report.

CASHTLOW
The cash flow prepared by the company (Attached es “Appendix A”) indicates that the company will be

able to fund Its operations form sales, during the 45-day extension sought,




RECOMMENDATION OF THE PROPOSAL TRUSTIY

The Propossl Trustes is continuing 1o moniior the Company’s financial affairs &1nd wo. are ot gwere of
any material adverse change in its fmanelsl position,

11 the Froposal Trustes’s opinion, Wiston has acted and {s acting In good faith and with due diligence.gud
further thet ne creditor will bie materially prejudiced if the extension is granted,

Pursuint 1o the above, the Proposal Trustee supporis a forty-five (45) day extension 1o the filing of the
proposal,

AlL of whicly s respectfully submitted the 24th day of April, 2078,

G. Powroznik Group Ine,
In its capecity as Trustes under the Propasaf of

Wiston Internationnl trade Co. Lad,
S




