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BACKGROUND OF THE COMPANY 

Caffe Artigiano Inc. (“Artigiano” or the “Company”) is a private company that operates Italian 

themed coffeehouse and bistro’s in British Columbia and Alberta as well as Ontario until 

December 2015. 

The Company was formed by an amalgamation of three companies; Caffe Artigiano Inc., CAI 

Restaurants Inc. and Glass City Restaurants Inc. on February 17, 2013. Prior to the date of 

filing the Notice of Intention to file a Proposal, Artigiano had 23 leased locations throughout 

British Columbia(18), Alberta(4) and Ontario(1). Of these, 17 locations were operating, 3 had 

been closed and 3 were for future operating locations.  

Artigiano’s financial difficulties arose as a result of entering into new leases as part of an 

expansion. While some of the locations have been successful, others have resulted in capital 

expenditures and operating losses which have negatively impacted Artigiano’s cash flow. This 

resulted in the Company filing a notice of intention (the “NOI”) to make a proposal. 

Artigiano’s operating losses for fiscal 2015 and 2014 were $269,000 and $174,083, 

respectively. The net losses for fiscal 2015 and 2014 were $2.28 million and $598,149, 

respectively, which included write-downs for discontinued operations, leasehold improvements 

and store pre-opening costs. 

On January 18, 2016, Artigiano and its sister company, Artigiano Roasting Co. Inc. 

(“Roasting”) both filed a NOI with the Office of the Superintendent of Bankruptcy. The Bowra 

Group Inc. was named as Proposal Trustee. 

As at the date of the NOI filings, Artigiano’s liabilities were estimated at $6.3 million.   

On July 16 2016, the Company filed a proposal to its unsecured creditors (the “Proposal”). 

Roasting also filed a proposal to its unsecured creditors on July 16, 2016. 

Terms not defined in this report shall have the meaning as set out in the Proposal. 
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EFFORTS SINCE FILING THE NOI 

Since the filing of the NOI, the Company has been working with the Proposal Trustee in order to 

submit a Proposal to its creditors. In particular, the Company has undertaken the following: 

(a) Continued the engagement of Boparai Consulting Inc., a professional restructuring 

consulting firm and its principal Pam Boparai as interim Chief Financial Officer and 

Chief Restructuring Officer (“CRO”), to assist with stabilizing the business and 

assisting in its restructuring; 

(b) Continued to operate 17 locations in the normal course of business;  

(c) Disclaimed leases for 6 locations (3 in B.C., 2 in Alberta and 1 in Ontario) that were 

either not operating or were for future operating locations; 

(d) Held discussions with an interested investor, on an exclusive basis, to refinance 

some of the secured debt and inject equity into Artigiano and Roasting. On April 4, 

2016, this investor informed management that they no longer wished to pursue the 

investment and exclusive negotiations were terminated; 

(e) Commenced a Sales and Investment Solicitation Process (“SISP”) run by the 

CRO, for both Artigiano and Roasting (collectively referred to as the 

“Companies”), summarized below: 

i. April 25, 2016 – Teaser letters and Confidential Information 

Memorandum were ready for prospective investors and or purchasers;  

ii. The week of April 28, 2016 and ongoing, prospective purchasers and 

investors were contacted by the CRO; 

iii. Advertised the investment opportunity in the Globe and Mail on May 6, 

2016, the New York Times nationwide edition on May 17, 19 and 22, 

2016 and the New York Times electronic edition from May 17 to 23, 

2016,  

iv. April 25, 2016 to June 3, 2016 – the CRO obtained non-disclosure 

agreements from prospective purchasers and investors to grant them 

access to the Companies’ data room for due diligence purposes; 
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v. June 3, 2016 – initial deadline for letters of intent to purchase and or 

invest in the Companies which were submitted to both the CRO and 

Proposal Trustee; 

vi. June 4, 2016 to July 8, 2016 – final negotiations with select investors 

and or purchasers;  

vii. July 8, 2016 – received final offers to purchase shares or assets of the 

Companies; and 

viii. July 11, 2016 – executed an Investment Agreement with the successful 

investor, Fulmer Capital Group Inc. 

The SISP process provided an opportunity for the Company to market the assets for sale given 

the condensed time constraints due to the NOI filing as dictated in the Bankruptcy and Insolvency 

Act. The Company and the Proposal Trustee are of the view the operations were widely marketed 

to a broad target group as there were multiple interested parties in the sales process and multiple 

offers received by the Company and Proposal Trustee.   

Artigiano continues to be up to date with all of their filing and post-filing payment obligations to 

Canada Revenue Agency and have continued to meet their obligations under the Bankruptcy and 

Insolvency Act, including by filing the required Cash Flow Statements.   

 

SUMMARY OF PROPOSAL 

 

The Proposal is designed to permit the Company to settle payment of its liabilities arising 

before the filing of the NOI and to compromise the indebtedness owed to the creditors on a fair 

and equitable basis.  The Proposal will enable creditors to recover more than would be 

recovered in the event of a liquidation of the Company’s assets in a bankruptcy. 

 

The investment agreement with Fulmer Capital Group Inc. (“Fulmer”), provides that Fulmer will 

purchase all of the existing shares of Artigiano and Roasting for the subscription price as 

defined in the Investment Agreement with the Company.  As a condition of purchasing the 

shares, Fulmer requires that Artigiano and Roasting’s two primary secured creditors, Royal 

Bank of Canada (“RBC”) and First West Capital Credit Union (“First West”) be paid in full, and 
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the remaining funds, to a maximum of $750,000, be used to fund the Proposals of Artigiano 

and Roasting.  Accordingly, the subscription price will be used to pay out RBC and First West, 

and the remaining funds will be paid to the Proposal Trustee to fund the Proposal for the 

benefit of unsecured creditors of both Artigiano and Roasting.  

 

The Proposal and the Investment Agreement contemplate that a number of Artigiano’s existing 

leases will remain with Artigiano notwithstanding the change in control associated with the 

subscription by Fulmer. Artigiano will be seeking an order confirming that these leases remain in 

full force and effect, and in accordance with the requirements of the Act, the landlords under 

these leases will have their pre-filing rental arrears paid in full. 

These leases represent the majority of Artigiano’s operating locations, and are key to its 

business.  The continuation of these leases is also a key component of the Investment 

Agreement. Accordingly, the continuation of the leases is a fundamental component and 

necessary to a successful restructuring by Artigiano. 

 

Based on the information reviewed, the Proposal Trustee believes that the restructured 

Artigiano will have sufficient cash-flow from operations to meet its obligations under the leases 

in the ordinary course of business, and is not aware of any prejudice to the landlords.  

 

DISTRIBUTION TO UNSECURED CREDITORS 

 

It is estimated that the Company will pay the Proposal Trustee between $550,000 and 

$750,000 (the “Distribution Pool”) from the net amounts realized on the share purchase that 

are available after payment the amounts owing to RBC and First West.  

 

The Distribution Pool will be used to fund creditors with Proven Claims.  The Proposal provides 

that 93% of the Distribution Pool will be available to satisfy the Proven Claims of Artigiano’s 

creditors and the remaining 7% available for the creditors of Roasting.  

 

The Distribution Pool will not exceed $750,000 in aggregate. In addition, any Proven Claim that 

is an Unsecured Claim above $250 will received no more than $0.20 for every $1.00 of their 

Proven Claim. 
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The general outline for the payment of the 93% of the Distribution Pool pursuant to the 

Proposal for Artigiano is as follows: 

 

i. Provision for payment of any additional secured claims, if any, not including RBC and 

First West. 

  

The Company is aware of two additional secured charges registered in favour of Sysco 

Foods Inc. and Toyota Credit Canada. The Company has received confirmation from 

Sysco Foods Inc. that there are no amounts owing and the security registration will be 

removed and the Toyota Credit Canada secured charge is in the process of being 

removed. Accordingly, there should be no amounts owing for these secured charges; 

 

ii. In satisfaction of Proven Claims required to be paid under subsection 60(1) of the 

Bankruptcy and Insolvency Act (the “Act”), including the Administrative Fees and 

Expenses, Crown Claims contemplated by subsection 60(1.1) of the Act and all 

amounts, if any, required to be paid under section 60(1.3) of the Act, which shall be 

paid no later than 60 days after the Effective Date; 

 

iii. Payment of the Landlord Claims (as defined in the proposal). This does not include 

claims of landlords that have had their lease disclaimed by the Company; 

 
iv. All other preferred claims, if any, pursuant to section 136 of the Act;  

 
v. Payment in full of proven Unsecured Claims of $250 or less. For clarity, any creditor 

with a Claim in excess of $250 may elect, on its proof of claim form, to reduce its Claim 

to $250; and 

 
vi. After making the payments described above, the remaining unsecured creditors with 

Proven Claims will be paid their proportionate pro rata share of the remaining funds to 

a maximum of $0.20 for every $1 of Proven Claim.  

 

 

Willie Mounzer, President and Director of the Company has a potential unsecured claim of 

approximately $332,000. A significant majority of this amount represents expenses paid on 

behalf of the Company by Mr. Mounzer from his own cash and on his personal credit cards for 
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direct operating expenses of Artigiano. The Proposal contemplates that Mr. Mounzer will 

participate in the Proposal, and be entitled to a dividend in relation to his Proven Claim.  

 

We advise that this Proposal is contingent to satisfaction or waiver by the Company of the 

following conditions as defined in section 5.1 of the Proposal: 

i. Approval by the Required Majority of the Affected Creditors; 

ii. The Approval Order has been pronounced, has not been stayed, and there is no 

outstanding appeal therefrom; 

iii. The proposal of Roasting has been approved by its creditors and the Court in 

accordance with the Act; 

iv. All conditions precedent under the Investment Agreement have been satisfied or 

waived, and the transaction under the Investment Agreement has closed; 

v. The Company has paid the funds forming the Distribution Pool to the Proposal 

Trustee in accordance with Section 3.3 of the Proposal; and 

vi. All other actions, documents and agreements necessary to implement the Proposal 

have been effected and executed. 

 

 

 

IDENTIFICATION AND VALUATION OF ASSETS 

 

The table below identifies the amounts per the Statement of Affairs which are Company 

estimates based on an orderly shutdown of all 17 operations. The estimated values in a 

bankruptcy are based on an appraisal from Maynard’s Appraisal dated March 17, 2016. For 

further reference: 

 

 Inventory consists of coffee, perishable food and coffee cups; and  

 Equipment, furniture and fixtures consist of commercial coffee machines, refrigerators, 

food prepping equipment, tables, chairs, leasehold improvements and a computerized 

point of sale system. 
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Not included in the Statement of Affairs or in the schedule above is the net amount due from 

Artigiano’s parent company, 488733 BC Ltd of approximately $750,000. This company has no 

assets other than the investment in shares of Artigiano. The amount owing generally relates to 

costs and debt service payments for the benefit of Artigiano for debts held in the parent 

company.  

 

The estimated realizable values above are prior to any payments to secured creditors, 

remaining payments for post-filing obligations of the Company, occupancy costs, realization 

costs including sales commissions and professional fees.  

 

The unsecured creditors would receive nothing in a bankruptcy as the secured creditors are 

owed in excess of $4 million and the estimated realizable values before costs are $255,000.  

 

 

CREDITOR’S CLAIMS 

 

Secured Creditor Claims 

RBC and First West are secured creditors that will be paid in full as contemplated in the 

Per 

Statement of 

Affairs

Estimated 

Value in a 

Bankruptcy

Cash            23,000                    -   

Accounts Receivable              9,000                    -   

Inventory          190,000                    -   

Machinery and equipment          200,000          255,000 

Furniture          140,000                    -   

Other assets          123,000                    -   

         685,000          255,000 

$'s
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Investment Agreement with Fulmer Capital.  They are Unaffected Creditors under the 

Proposal. 

 

The Company informs us that the security registration for Sysco Foods Inc. and Toyota 

Credit Canada are in the process of being removed and there should be no amounts 

owing with respect to these secured charges. 

 

The Proposal Trustee has not undertaken a formal review of the security or obtained an 

independent legal opinion on the validity of the security of the various secured creditors. 

 

Deemed Trust Claim 

 

The Company advises that it does not owe any arrears with respect to employee payroll 

source deductions to Canada Revenue Agency. Any post filing obligations for payroll 

source deductions are being paid in the normal course. 

 

Preferred Creditors 

 

There are amounts owing to ongoing employees for wages and vacation which would 

normally be considered preferred claims, however, these amounts are going to be paid 

in the normal course of business. As a result, the amounts owing to ongoing employees 

are unaffected creditors in the Proposal.  

 

The Company is not aware of any other preferred creditors 

 

Unsecured Creditors 

 

Unsecured creditors consist of approximately 241 creditors.  The unsecured creditor 

balance identified to date is approximately $2.8 million based on the Company’s records.  

 

The unsecured creditors are to be paid in accordance with the terms of the Proposal. 
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STATEMENT OF ESTIMATED REALIZATION 

 

The table below compares the estimated recovery to unsecured creditors under a bankruptcy 

and a proposal. 

 

 

 

Based on our review of the Company’s current assets and liabilities, in the event of a 

bankruptcy, the unsecured creditors would recover $NIL.  

 

This Proposal is estimated to provide proceeds to Affected Creditors with Unsecured Claims of 

between $511,000 and $697,500 based on 93% of the Distribution Pool. 

 

We estimate that the recovery in relation to Unsecured Claims in the Proposal to be as follows: 

Low High

Assets

  Inventory -                -                -                

  Equipment Furniture & Fixtures 255                511                697                

Gross Proceeds 255                511                697                

Secured Creditors 4,300             -                -                

Preferred Claim - WEPP 50                 -                -                

4,350             -                -                

Net proceeds available to creditors (4,095) 511 697

Estimated amount of unsecured creditors 3,300             3,300             3,300             

Note 
1

$000's

Bankruptcy 

Claims less than $250 will recover 100%.  

Recovery per dollar of claim to unsecured 

participating creditors -$              0.20$             0.15$             

Proposal 
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 Proven Claims less than $250 or Proven Claims reduced to $250 will be paid 100%;and  

 Proven Claims over $250 will recover between $0.15 and $0.20 per dollar of their Proven 

Claim. The Proposal specifies that any Proven Claim greater than $250 will receive a 

distribution of no more than $0.20 for every $1 of proven claim. 

 

Accordingly, the Proposal provides for a higher recovery to unsecured creditors than a 

bankruptcy. 

 

REMUNERATION OF THE TRUSTEE 

 

The Proposal Trustee’s fees for the period January 18, 2016 to July 8, 2016 will be paid by the 

Company. The Proposal Trustee fees from July 8, 2016 to the discharge of the Trustee will be 

paid from Distribution Pool. 

 

We estimate the total fees and disbursements of the Proposal Trustee for Artigiano to be 

approximately $35,000. This estimate assumes there are no factors that cause the Trustee’s 

time to increase, such as, but not limited to, disputed and disallowed claims, and litigation of 

claims.  

 

CONDUCT OF THE DEBTOR 

 

We have reviewed financial information, bank statements and the cheque register of the 

Company for a twelve month period prior to the Company filing the NOI and the period 

between filing the NOI and filing the Proposal.  We are not aware of the Company being a 

party to any fraudulent preferences or transfers at undervalue as set out in the Act.  

 

 

LEGAL ACTIONS 

 

There were 9 legal actions (“Actions”) commenced against the Company prior to the filing of 

the NOI. These actions are from suppliers and former landlords of the Company. These actions 

against the Company are stayed by the Proposal proceedings. These creditors will have an 

opportunity to prove their claim and participate in the Proposal.  

 

The Company estimates that the claims of the Actions to be approximately $500,000 which are 
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included in the Company Statement of Affairs and the Trustee’s analysis of the estimated 

dividend to the proven unsecured creditors.  

 

There were no legal actions commenced against the Company subsequent to the NOI filing 

date of January 18, 2016. 

 

CONFLICT OF INTEREST 

 

The Proposal Trustee is not aware of any conflict of interest and has had no previous dealings 

with the Company 

 

RECOMMENDATION 

 

The Proposal offers all creditors a greater recovery than they would otherwise receive in a 

bankruptcy. Accordingly, the Trustee recommends that the Affected Creditors vote in favour of 

the Proposal.  

 

Yours very truly, 

 

The Bowra Group Inc. 

In its capacity as the Trustee under the Proposal for Caffe Artigiano Inc.  
and not in its personal capacity 

 

 

Per: 

 

Mario Mainella, CA, CIRP 


