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1 Introduction 

By Order of the Manitoba Court of Queen’s Bench dated December 15, 2008, Deloitte & Touche Inc. 

(“Deloitte” or “Interim Receiver”) was appointed as Interim Receiver over all of the assets, 

undertaking and property of NEFCO Furniture Ltd. (“NEFCO” or “the Company”). The Initial Order is 

attached as Appendix 1. NEFCO had operated furniture stores under various trade names including 

Penthouse Fine Home Furnishings, Furniture Galleria, Thomasville Home Furnishings, Leather Express 

and Great Rooms by Palliser. 

The purpose of this, the Interim Receiver’s First Report, is to: 

• Report on the Interim Receiver’s activities since its appointment 

• Seek approval of the Court of the proposed marketing and sale process for the sale of all or part of 

the assets, business and undertaking of the Company 
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2 Activities of the Interim Receiver 

Since its appointment, the activities of the Interim Receiver have included the following: 

• Taking possession of the assets at various locations in Winnipeg and Calgary 

• Arranging for mail redirection to the Interim Receiver 

• Reviewing insurance policies and making arrangements for ongoing insurance coverage as 

required 

• Meeting with employees and making arrangements for the retention of certain staff required by 

the Interim Receiver 

• Supervising and directing staff retained to assist with the receivership proceedings 

• Review of the payroll records and calculations of outstanding wages owing 

• Arranging for preparation of and review of T4’s, T4A’s, and Records of Employment 

• Corresponding with Service Canada as well as Provincial Employment Standards Departments with 

respect to outstanding wages and vacation pay 

• Arrangements with telephone and computer system providers to maintain and extend services, 

establish network security, and access Company records 

• Arrangements with locksmith and alarm companies to ensure premises are properly secured and 

monitored 

• Notifying financial institutions and opening new bank accounts under the control of the Interim 

Receiver 

• Preparation of a short term cash flow forecast and providing same to the applicant under the 

Initial Order 
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• Corresponding with customers, landlords, former employees and suppliers as necessary in order to 

advise them on the status of the interim receivership 

• Corresponding with counsel and property managers for certain landlords 

• Establishing a website to provide updates to customers with deposits and for customers where 

inventory had been purchased but not delivered 

• Corresponding with Moneris who represents certain credit card companies 

• Corresponding with certain lessors and finance companies regarding leased and financed assets 

• Corresponding with counsel for certain of the secured creditors 

• Preparation and mailing of notices to customers regarding their outstanding accounts as well as 

ongoing efforts to collect outstanding accounts 

• Liaising with Canada Revenue Agency (“CRA”) and auditors with respect to the status of Goods 

and Services Tax (“GST”) and source deductions 
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3 Background  

3.1 NEFCO operations 

NEFCO had operated in Manitoba and Alberta from leased premises. In the fall of 2008, NEFCO had 

commenced closing store locations and had engaged a professional liquidation firm, M.G. Smith Inc., 

headquartered in London, Ontario, to assist with inventory liquidation. NEFCO continued to operate 

until the close of business on December 9, 2008. Immediately thereafter the business was closed and 

certain former employees advised the Interim Receiver that they were instructed not to report to 

work. 

Upon the appointment of the Interim Receiver on December 15, 2008 there was inventory located at 

six (6) locations (3 in Winnipeg and 3 in Calgary). 

3.2 Books and records 

On December 13, 2008, prior to its appointment, Deloitte met with NEFCO’s former controller who 

advised of the following: 

• Financial statements for NEFCO had not been prepared since July 31, 2008. 

• There was a perpetual inventory listing for NEFCO but that it was not accurate. He advised that a 

significant amount of inventory on hand had been sold and paid for in full in the final week of 

operations, but that paperwork for these sales had not been organized or entered into NEFCO’s 

records. 

• That there was approximately $4.35 million of deposits which had been received by NEFCO for 

goods on order from the manufacturer or which had been received by NEFCO but not delivered. 

• That there was significant amount of wages and vacation pay owing to NEFCO’s 65 employees. He 

advised that the most recent payroll had not been calculated or paid and that the employees had 

not been terminated nor provided their Records of Employment. 
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Upon its appointment the Interim Receiver faced significant challenges in dealing with the inventory 

and customer deposits given the state in which the books and records had been left. The following 

summarizes some of those challenges: 

• The payroll for the last pay period had not been calculated 

• Conditional sales contracts for a significant portion of the goods sold in the week prior to closing 

were unorganized, were in numerous locations, and had not been sequentially accounted for 

• Some customer deposits had not been recorded in the accounting system 

• Some customer deposits had been inaccurately recorded in the accounting system 

• Inventory transfers between locations had not been recorded 

• Certain goods had been tagged as sold with no attributable customer information 

• Certain goods were tagged as sold with inaccurate customer information 

• Certain goods were tagged as sold and were identified to a customer, but the customer sales order 

had been previously filled or was cancelled 
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4 Assets 

The following summarizes the assets of the Company: 

4.1 Cash in trust 

HSBC Bank Canada (“HSBC”) maintained the operating bank account for NEFCO, however in the 

ordinary course of NEFCO’s operations virtually all credit card receipts were cleared through an 

account at CIBC. Periodically NEFCO would write a cheque from the CIBC account to its HSBC account, 

transferring the funds. 

On or about December 10, 2008, prior to the appointment of the Interim Receiver, NEFCO paid the 

balance of the funds in its CIBC account directly to its counsel Pullan, Kammerloch & Frohlinger 

(“PKF”). PKF advised that the funds had been paid to PKF with directions that the funds be first applied 

to outstanding legal fees and disbursements and the balance then to be paid to HSBC to be applied on 

the loans of H. Adelman Ltd. pursuant to a guarantee from NEFCO. On December 17, 2008 the Interim 

Receiver made a demand for the funds which remained in the PKF trust account and subsequently 

made a motion to have the funds paid to the Interim Receiver. At a hearing on January 13, 2009, a 

consent order was pronounced which required payment of the remaining funds to the Interim Receiver 

but was without prejudice to any rights existing between NEFCO and HSBC in regards to the 

application of the said funds towards any direct or indirect indebtedness of NEFCO. PKF was also 

required to provide particulars of the legal fees which had been paid from the funds prior to the 

interim receivership. 

The Interim Receiver has now received funds totalling $1,213,940. Counsel for the Interim Receiver 

has verbally been advised by PKF that legal fees deducted prior to the receivership totalled $10,963 

and is awaiting written confirmatory evidence of same. 
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4.2 Inventory 

On December 16, 2008, the Interim Receiver, with the assistance of certain former employees 

commenced the physical count of the inventory. The Interim Receiver performed the following 

procedures regarding the inventory: 

• Completed an inventory at all locations making note of any items which had been clearly identified 

as sold and belonging to a customer 

• Searched for and organized all conditional sales contracts and invoices where goods had been 

purchased and paid for in full by the customer 

• Cross referenced the conditional sales contracts to the items in inventory which had been 

identified as sold 

The Interim Receiver sought a legal opinion from its counsel, Hill Dewar Vincent, regarding the 

position of customers who had fully paid for goods which had been appropriated by NEFCO for that 

sale but which remained on NEFCO’s premises upon appointment of the Interim Receiver. Hill Dewar 

Vincent provided an opinion referencing The Manitoba Sale of Goods Act to the effect that purchasers 

in these circumstances had a proprietary right to the goods in priority to the Interim Receiver. The 

opinion was confirmed by the Interim Receiver’s counsel in Alberta. 

The Interim Receiver proceeded to contact and release goods to customers that had been specifically 

identified at NEFCO and which had been paid for in full. 

The following is a summary of the NEFCO inventory: 

 Cost 

Total inventory $3,154,000 

Sold goods released (100% paid) 568,000 

Goods available for sale $2,586,000 

Presently, approximately 8% of the goods available for sale remain uncosted due to there being no 

identification tag on the unit. Assuming an average unit value is assigned to these goods, the cost of 

the goods available for sale would increase to approximately $2.8 million. 
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4.3 Accounts receivable 

The following summarizes the collection and status of accounts receivable: 

• The records of NEFCO reflect accounts receivable totalling approximately $395,000. The aging of 

the accounts receivable is as follows: 

• 1-30 Days $19,000 

• 31-60 Days $35,000 

• 61-90 Days $52,000 

• 91-120 Days $31,000 

• Over 120 Days $258,000 

• NEFCO’s former controller estimated that approximately $30,000 of the outstanding accounts 

receivable was collectible 

• The Interim Receiver mailed collection notices to all accounts on January 15, 2009. Second notices 

will be mailed on January 28, 2009 
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5 Creditors 

The Interim Receiver has notified all creditors of its appointment. The following details the categories 

of creditors. 

5.1 Secured creditors 

The following summarizes the primary secured creditors of NEFCO and estimated amounts of direct 

indebtedness: 

• HSBC $2,300,000 

• H. Adelman Ltd. $1,685,000 

• Plum Retail Marketing Group $278,000 

• Thomasville Furniture Industries $213,000 

The Alberta Personal Property Registry discloses the same primary secured creditors. The Manitoba 

Personal Property Registry also discloses a lien from the Province of Manitoba – Department of Finance 

Taxation Division for approximately $115,000 representing unpaid Retail Sales Tax. 

5.2 Unsecured creditors 

Based on NEFCO’s internal records, the Interim Receiver estimates total unsecured creditors 

(excluding customer deposits described in Section 5.3) of approximately $3.1 million. This balance 

includes approximately $91,000 of unpaid wages, $116,000 of vacation pay and approximately 

$125,000 of unpaid GST. 

5.3 Customer deposits 

NEFCO’s internal records reflect 2,455 customer deposits totalling approximately $3.5 million, 

primarily representing collections throughout calendar 2008. This figure excludes goods that were fully 

paid for and released. 
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The majority of the deposits relate to furniture orders where NEFCO would place the order with the 

manufacturer and the customer on average would pay 50% of the selling price on the order. For the 

majority of the deposits the goods were either not received by NEFCO or were not specifically 

attributed to a customer. The Interim Receiver has advised these customers that it will not be 

completing their transaction and that their claim against NEFCO is unsecured. 

The Interim Receiver has identified approximately $263,000 of the total inventory available for sale 

where there are varying levels of deposits against it. The Interim Receiver is of the view that the 

incremental benefits of attempting to complete these transactions would outweigh the benefits derived 

therefrom given that: 

• The quantum of these goods represents only 5% of the inventory in units and 10% in dollars of 

the total inventory 

• Significant costs will be incurred in notifying each individual customer which has placed a deposit 

and determining whether they wish to complete the transaction 

• The Interim Receiver would be unable to provide any warranty or service post delivery 

• Notifying each individual customer who had placed a deposit would further delay the overall 

realization process and incur further cost in holding the inventory 

• Even if the Interim Receiver contacted every customer with a deposit where the goods are in 

inventory, there is no guarantee that the customer would complete the transaction 

Accordingly the Interim Receiver has advised these customers that it will not be completing their 

transaction and that their claim against NEFCO is unsecured. 
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6 Marketing and sales process 

The primary asset to be realized upon is the inventory. While it is anticipated that the number of 

locations will be reduced to three (3) by January 31, 2009, the Interim Receiver continues to incur 

costs to maintain these premises. Furthermore, the Interim Receiver is of the view that an immediate 

sale of all or substantially all of the assets will result in greater net realizations for the estate versus a 

more protracted liquidation. 

The Interim Receiver therefore proposes the following sales process, which if approved by the Court, 

would commence immediately thereafter: 

• Preparation of an information package to describe the Company’s assets as well as tender terms 

and conditions of sale (the Terms and Conditions have been attached as Appendix 2) 

• Advertisement of the tender opportunity in the Winnipeg Free Press and Calgary Herald 

• Direct mailing of the tender and information package to known potential purchasers 

• The Interim Receiver will require binding offers pursuant to the tender or liquidation proposal 

together with a 10% deposit 

The Interim Receiver will concurrently direct mail the information packages to major national 

liquidation firms known to the Interim Receiver, inviting them to submit liquidation proposals. 

As part of the sales process, the Interim Receiver will arrange site visits and hold discussions with 

potential purchasers as necessary. The Interim Receiver will analyze and evaluate the offers and make 

its recommendation to Court for approval. 
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7 Summary 

A Statement of Receipts and Disbursements is attached as Appendix 3. 

The Interim Receiver respectfully requests that the Court approve the proposed marketing and sales 

process described in section 6 in order to maximize realizations on the NEFCO assets in a timely 

manner. 

Respectfully submitted this 26th day of January, 2009. 

DELOITTE & TOUCHE INC., in its 
capacity as Interim Receiver of  
Nefco Furniture Ltd. and not in its 
Personal capacity 

 
Per: S. P. Peleck 
 Senior Vice-President 
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Initial order 
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Appendix 2 – 

Statement of receipts and disbursements, 

December 15, 2008 to January 26, 2009 

 



RECEIPTS

Cash on Hand 5,542.96$           

Cash received from PKF Trust Account 1,213,940.33      

Accounts Receivable 7,575.01            

1,227,058.30    

DISBURSEMENTS

Bank Charges 167.82               

Freight / Shipping 13,905.08           

GST 3,625.40            

Insurance 3,400.00            

Occupation Rent 68,467.02           

Payroll Services 462.23               

Source Deductions 3,185.68            

Stock Taking / Locks 3,432.05            

Wages 29,748.45           

126,393.73       

EXCESS OF RECEIPTS OVER DISBURSEMENTS - BALANCE IN TRUST $1,100,664.57

Deloitte & Touche Inc., Interim Receiver

NEFCO Furniture Ltd.

STATEMENT OF RECEIPTS AND DISBURSEMENTS

For the period December 15, 2008 to January 26, 2009
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Appendix 3 – 

Terms and conditions of sale 

 



Terms and conditions of sale by tender 

1. The Vendor, Deloitte & Touche Inc. (the “Vendor”) is the Interim Receiver NEFCO Furniture Ltd. 

(“NEFCO”). 

2. The Vendor is inviting tenders or liquidation proposals for the purchase of the Vendor’s right, title 

and interest, if any, in and to the assets (sometimes also referred to as “Property”) of NEFCO. 

These assets have been segregated into the following parcels and are more particularly described 

in the Asset Parcels and Description section of the Sales and Information Package: 

• Parcel 1: Inventory 

• Parcel 2: Trademarks 

Tenders can be made en bloc or on an individual parcel basis. 

The Vendor will sell any such right, title, and interest pursuant to such powers of sale as are 

contained in the Court Order under which it was appointed. 

3. Viewing of the Property will be by appointment only. Appointments can be made by contacting Mr. 

Brent Warga (204) 944-3611 or Mr. John Fritz (204) 942-0051 ext. 7391 at the offices of the 

Vendor. 

4. Sealed tenders marked “TENDER – NEFCO Furniture Ltd.” shall be delivered or mailed, postage 

prepaid, to the Vendor at 2300 – 360 Main Street, Winnipeg, Manitoba, R3C 3Z3, so as to be in its 

hands by 5:00 pm (Central Standard Time) on Friday, February 20, 2009. The Vendor reserves 

the right to conclude sale arrangements on any of the assets prior to that date. 

5. Every tender submitted shall be in the form of the tender prescribed by the Vendor and shall be 

deemed to have been expressed in Canadian funds payable at par in Winnipeg. A copy of such 

form of tender is attached hereto as Schedule A. Each tender shall be signed by the duly 

authorized officer(s) of the entity making the tender and shall contain the name and address of 

the tenderer (the “Purchaser”). Tenders received by the Vendor that are not in the form of tender 

as set out in Schedule A may be rejected. 

6. Each tenderer shall, with his tender, deliver to the Vendor a certified cheque or bank draft drawn 

on a chartered bank of Canada, credit union or a trust company payable to the Vendor for an 

amount equal to 10% of the total tendered purchase price (the “Purchase Price”) for each parcel 

(the “Purchased Assets”). If a tender is accepted and approved, said cheque or bank draft shall 

constitute a cash deposit and the successful tenderer shall supply the remainder of the Purchase 

Price together with monies referred to in clause 11 by certified cheque drawn on a Chartered Bank 

of Canada, credit union or trust company prior to closing or, subject to arrangements satisfactory 

to the solicitors for the Vendor, within a reasonable time after closing if part of the Purchase Price 

is to be borrowed and some time is required for the registration of security documents and 

subsequent reporting to and receiving funds from the lender. 

7. By submitting a tender, the Purchaser acknowledges that it has inspected the Property, that it is 

purchasing the Vendor’s right, title and interest, if any, in the Property on an “as is, where is” 

basis on the closing date (the “Closing Date”) and that no representation, warranty or condition is 

expressed or implied as to title, description, fitness for purpose, existence, merchantability, 

conditions or quality thereof or in respect of any other matter or thing whatsoever. The Purchaser 

acknowledges and agrees that the Vendor is not required to inspect the Property or any part 

hereof and each Purchaser shall be deemed, at its own expense, to have relied entirely on its own 

inspection and investigation. The Purchaser acknowledges that the Property is offered as it exists 

on the Closing Date with no representations, warranty or condition as to any matter and with no 

adjustment to be allowed to either the Vendor or the Purchaser for any changes in the condition of 

the Property from the date thereof until the Closing Date or for any other reason whatsoever. 

Furthermore, the Purchaser agrees to accept the Vendor’s right, title and interest, in the Property, 

and acknowledges that, it shall be the Purchaser’s own and sole responsibility to obtain and pay 

the cost of any consents, permits, licenses assignments, registration fees, attorney and agent 

fees, filing fees, issue fees or other authorizations and assignments necessary or desirable for the 

transfer of such right, title and interest, to the Purchaser or for the operation or use of the 

Property. 

8. The highest or any tender will not necessarily be accepted. 

9. The acceptance of any tender may be subject to the Vendor obtaining approval in the Manitoba 

Court of Queen’s Bench. The Closing Date shall be five (5) business days following the granting of 

an order approving the sale. Any extension of the Closing Date will be at the sole discretion of the 

Vendor. 



10. The Purchaser shall pay, at the time of closing, in addition to the Purchase Price, all applicable 

federal and provincial taxes unless the Purchaser produces an exemption certificate. 

11. Cheques accompanying a tender that is not accepted by the Vendor shall be returned to the 

tenderer by prepaid registered letter or by commercial courier addressed to the tenderer at the 

address given in its tender. 

12. No tenderer shall be at the liberty to withdraw or countermand a tender once made and if the 

tender is withdrawn by the tenderer before it is accepted by the Vendor, then the deposit 

accompanying the tender will be forfeited to the Vendor as liquidated damages. 

13. If any tender is accepted by the Vendor, then such acceptance shall be communicated to the 

Purchaser by notice in writing sent by the Vendor to the Purchaser at the address set forth in its 

tender, such notice to be given by facsimile, prepaid registered mail, or personal delivery, and to 

be deemed effectively given and received when deposited in the post office or sent by facsimile or 

when personally delivered, as the case may be. Personal delivery is meant to include delivery by 

commercial courier. 

14. The advertisement, tender and the acceptance thereof, together with these Terms and Conditions 

of Sale by Tender, which shall be deemed to form part of such tender, shall constitute a binding 

agreement of purchase and sale between a Purchaser and the Vendor (the “Agreement”). 

15. The Vendor will deliver to the Purchaser such bills of sale, assignments and other conveyancing 

documents that the Vendor, acting reasonably, considers necessary to convey to the Purchaser 

the Vendor’s right, title and interest, to the Purchased Assets, without representations or 

warranties of any kind. 

16. The Vendor shall not be required to produce any abstract of title, title deeds or documents or 

copies thereof or any evidence as to title, other than those in its possession. 

17. The Vendor’s right, title and interest in the Property shall not pass to the Purchaser until the 

Purchase Price has been received by the Vendor. 

18. The Purchased Assets shall be surrendered to the Purchaser at closing at the premises of NEFCO 

(the “Premises”). The Purchaser of any Purchased Assets shall remove the Purchased Assets from 

the Premise on or before the 31st day of March 2009. If additional time is required, 

arrangements will have to be made with the Interim Receiver. The Purchaser shall have no right to 

occupy or otherwise gain access to the Premises following closing, save for access to remove the 

Purchased Assets. The Purchaser shall be responsible for the cost of removal and shall 

immediately repair or pay for any damage caused to the Premises by or in any way arising out of 

the removal of the Purchased Assets. 

19. The Property shall be in the possession, and remain at the risk of the Vendor until the date of 

closing. From and after the time of closing, the Property shall be at the risk of the Purchaser. 

20. Insurance will remain the responsibility of the Vendor up to and including the date of closing. 

21. If any Purchaser fails to comply with any provision of the provisions contained herein, the deposits 

and all other payments made in connection with the Purchase Price shall be forfeited as liquidated 

damages, the Property may be resold by the Vendor and the deficiency, if any, arising as 

liquidation damages on such resale, together with all charges and expenses attending the same or 

occasioned by the defaulting Purchaser, shall be made good by the defaulting Purchaser, or paid 

forthwith to the Vendor, as the case may be. 

22. Asset listings, information packages, and other material concerning the Property or the sale 

thereof provided by or on behalf of the Vendor have been prepared solely for the convenience of 

the tenderers and are not warranted or represented to be complete or accurate and are not part of 

the Terms and Conditions of Sale by Tender. The descriptions of the Property are for purposes of 

identification only and no condition, warranty, or representation has been or will be given by the 

Vendor concerning the accuracy, completeness or any other matter concerning those descriptions. 

23. Any term or condition herein or in the advertisement may, in the Vendor’s sole discretion, be 

waived by it, in whole or in part. 

24. All stipulations as to time are strictly of the essence. 

25. Any tender of documents or money hereunder may be made upon the Vendor or the Purchaser, or 

their respective solicitors. Money may be tendered by bank draft or cheque certified by a 

chartered bank. 

26. Deloitte & Touche Inc., acts in its capacity as Vendor pursuant to their appointment as Interim 

Receiver shall have no personal or corporate liability under any Agreement as a result of any sale 

herein, or the advertisement, or the terms and conditions of such sale. 

27. If at any time before the Closing Date the Vendor is satisfied that it does not have the right, title 

or interest to sell any of the Property or portion thereof, then the Vendor may withdraw such 

Property from the sale and the Purchase Price shall be adjusted accordingly. The adjustment to 

the Purchase Price shall be so agreed to between the parties. If an agreement cannot be reached, 



the amount of the adjustment to the Purchase Price shall be determined in accordance with the 

laws of the Arbitration Act of the Province of Manitoba. 

28. The acceptance of any tender shall not be assigned by the Purchaser to any third party without 

the written consent of the vendor and such consent shall not be unreasonably withheld. 

29. Property taxes, utilities and other matters that are normally the subject matter of adjustments in 

the sale of a business shall be adjusted as at the date of closing. 

30. The validity and interpretation of an Agreement shall be governed by the laws of Manitoba, and 

such Agreement shall ensure to the benefit of and be binding upon the parties hereto, and their 

respective heirs, executors, administrators, successors or assigns as the case may be. 

31. The Vendor shall not be required to pay any commission with respect to a sale to a Purchaser. 

32. Each Tenderer acknowledges that during the course of the tender process, the Interim Receiver 

will be soliciting liquidation proposals which it will be free to consider at the same time as it is 

considering any tenders which have been submitted. 

 

DATED at Winnipeg, Manitoba this 28th day of January, 2009. 

DELOITTE & TOUCHE INC. 

In its capacity as Interim Receiver of 

NEFCO Furniture Ltd., and not in its 

personal capacity. 

2300 – 360 Main Street 

Winnipeg, Manitoba 

R3C 3Z3 

Tel.: 204-944-3611 

Fax: 204-947-2689 
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