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GLOSSARY 

 

BC British Columbia 

Brencin Brencin Management Group Inc. 

Company /  

Quarries 

West Stone Quarries Inc. 

CRA Canada Revenue Agency  

Equipment West Stone Equipment Inc. 

Fill Tech Fill Tech Industries Ltd. 

Group Collectively, West Stone Quarries Inc., West Stone Equipment 

Inc., and West Stone Quarries Group Inc. 

GST Goods and Services Tax 

License License Agreement between WSQG and Fill Tech dated April 10, 

2014 allowing Quarries to access the Quarry for the extraction of 

stone/sand product 

PST Provincial Sales Tax 

Quarry Gravel quarry located at 39897 Quadling Road, Abbotsford, BC 

RBC Royal Bank of Canada 

Report Trustee’s Preliminary Report dated March 16, 2017 

SoA Company’s Statement of Affairs dated March 7, 2017 

Stone West Stone West Quarries Inc. 

Trustee Deloitte Restructuring Inc., in its capacity as Trustee of the Estate 

of West Stone Quarries Inc., a bankrupt, and not in its personal 

capacity 

WSQG West Stone Quarries Group Inc. 
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1. Introduction  

 

West Stone Quarries Inc. (“Quarries” or the “Company”) was engaged in extracting and 

selling sand and gravel from a quarry located at 39897 Quadling Road, Abbotsford, BC (the 

“Quarry”). The sand and gravel products were sold to customers for industrial, commercial, 

residential and civil projects throughout the Greater Vancouver and Fraser Valley areas. The 

Company began operating in March 2014 and is registered under the British Columbia 

Corporations Act.  

 

On February 15, 2017, Stone West Quarries Inc. (“Stone West”), an unsecured creditor and 

50% shareholder of Quarries, filed an application for a Bankruptcy Order against Quarries 

citing that the Company had failed to meet its liabilities generally as they became due.  

 

On February 28, 2017, the Supreme Court of BC granted an Order adjudging Quarries 

bankrupt and appointing Deloitte Restructuring Inc. as Trustee in Bankruptcy (“Trustee”). 

 

The purpose of the Trustee’s Preliminary Report (“Report”) is to: 

 Provide background information concerning the Company’s affairs and the causes of 

its financial difficulties; 

 Outline the key activities of the Trustee since its appointment; and 

 Provide the Trustee’s preliminary evaluation of the assets and liabilities of the 

Company. 

 

Throughout this Report, amounts are expressed in Canadian Dollars, unless otherwise 

specified. 

 

 

2. Operations Overview  

 

Quarries is part of a closely-held corporate group which includes West Stone Equipment Inc. 

(“Equipment”) and West Stone Quarries Group Inc. (formerly West Stone Pit 1 Inc.) 

(“WSQG”) (collectively with Quarries, the “Group”). WSQG is a wholly owned subsidiary 

of Quarries. A copy of the Group structure chart is attached as Appendix A to this Report.  

 

At the date of bankruptcy, the sole director of Quarries was Mr. Brent Palmer. Quarries’ 

operations were managed by Mr. Palmer and he acted as the Quarry manager.  

 

Mr. Gurbakhshish (Bob) Singh Hans was previously a director of Quarries. Mr. Hans resigned 

as a director on February 14, 2017. We understand that Mr. Hans was not actively involved 

in the daily operations of the Company during his tenure as director.  
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Both Mr. Palmer and Mr. Hans each indirectly own 50% of Quarries through their respective 

holding companies Brencin Management Group Inc. (“Brencin”) and Stone West, 

respectively.  

 

The business activities undertaken by the Group were as follows: 

 Quarries – Main operating company. Extracted and sold sand and gravel from the 

Quarry, with an office located at 34912 Panorama Drive, Abbotsford, BC.  

 WSQG – Party to a license agreement with Fill Tech Industries Ltd. (“Fill Tech”) 

dated April 10, 2014 which permitted WSQG to access the Quarry and extract 

materials (the “License”). Pursuant to the License, WSQG was obligated to pay Fill 

Tech royalty payments on product extracted from the Quarry. 

 Equipment – Lessee of various equipment used to extract and grade materials at the 

Quarry. 

Quarries operated between March 2014 and December 2016 and had a maximum of 12 

employees during the 12 months prior to the date of bankruptcy. 

  

 

3. Background to the Company’s Financial Difficulties 

 

The Trustee is advised by Mr. Palmer that the aggregate produced at the Quarry was of a 

lower quality than originally anticipated at the outset of operations, with a relatively high 

sand:gravel ratio.  The sand produced by the Quarry requires further processing using a wash 

plant before it can be sold and has a lower profit margin than gravel.  

 

Quarries’ operations did not produce sufficient revenue to meet its cash flow needs, and the 

Company relied on shareholder loans, primarily from Stone West, to finance its operations 

and the initial down payments required for the lease-purchase contracts related to the 

equipment to run the Quarry. 

 

A summary of the unaudited financial results of the Company is set-out below.  

 

  Year ended  Year Ended  Year Ended 

($)  Dec 1, 2016  Nov 30, 2015  Nov 30, 2014 

       

Revenue                3,701,792                  2,965,473                 1,276,804  

Gross profit  1,393,171   1,070,715                   573,541  

Expenses  (1,429,452)  (1,067,781)              (603,575) 

Loss on disposal of assets  (13,414)                (13,414)  - 

Net loss for the year                  (49,695)    (10,480)             (30,034) 
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The business relationship between Mr. Palmer and Mr. Hans deteriorated in late 2016 arising 

from Mr. Hans’ concerns regarding the financial losses and management of the business. In 

early December, the Group had substantial arrears owing to suppliers and to Fill-Tech under 

the License.  Quarries was also in arrears with Canada Revenue Agency (“CRA”) related to 

outstanding employee source deductions and Goods and Services Tax (“GST”), although we 

understand from Mr. Palmer that a payment plan had been agreed to with CRA. 

 

As a result of the dispute between Mr. Palmer and Mr. Hans, and due to the cash flow 

difficulties faced by the Group, the Quarry operations were ceased in early December 2016, 

and all staff at the Quarry were laid off with two remaining office staff laid off in or around 

the first week of January 2017. 

 

Following the shut-down of the Group’s operations, several creditors took 

collection/enforcement actions against the Group including, but not limited to: 

 On or about February 8, 2017, CRA garnished funds from Quarries’ bank account 

amounting to $72,036, and garnished a further amount of $30,390 on or about 

February 28, 2017;  

 On February 7, 2017, the BC Provincial Government registered a tax lien against all 

of Quarries’ present and after-acquired personal property at the BC Personal Property 

Registry; and 

 On or about February 13, 2017, Caterpillar Financial Services Limited removed 

several pieces of equipment leased to Equipment from the Quarry site.  

 

On February 10, 2017, Stone West demanded repayment from Quarries in the amount of 

$400,000, being the balance purportedly owing under the shareholder loan.  The amount 

owing to Stone West is disputed by Quarries.   

 

The Company has provided a balance sheet as at December 1, 2016, which shows the 

shareholder loan balance at $418,056. However, the Company is of the view that this amount 

should be reduced by management fees paid to Stone West in the amount of approx. $265,000. 

Accordingly, the Company’s Statement of Affairs (“SoA”) as at the date of bankruptcy, 

attached as Appendix B, shows an amount owing to Stone West of $153,056. 

 

Quarries failed to make payment of the amount demanded by Stone West, and Quarries was 

adjudged bankrupt by Order of the Supreme Court of BC on February 28, 2017. 

 

On March 6, 2017, WSQG received a letter from Fill Tech’s legal counsel electing to 

terminate the License due to, among other things, WSQG’s failure to pay royalties as required 

under the License.  

 

We note that WSQG and Equipment are not currently subject to bankruptcy proceedings. 
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4. Conservatory and Protective Measures 

 

On March 1, 2017, the Trustee met with Mr. Palmer and the Company’s legal counsel, Kuhn 

& Co. The Trustee also attended the Quarry to take an inventory of the assets of the Company.  

 

The Trustee has made arrangements for all of the Company’s mail to be forwarded to the 

Trustee’s offices. All books and records of the Company have been collected and delivered 

to the Trustee. 

 

 

5. Assets 

 

i) Cash 
 

The Company held bank accounts with CIBC in Abbotsford, BC and RBC in 

Cloverdale, BC. The Trustee has advised both banks of the bankruptcy proceedings 

and has arranged for the account balances and any subsequent receipts to be 

transferred to the estate trust account held by the Trustee.  

 

As a result of the garnishment process undertaken by CRA, there was a nil balance in 

the Company’s CIBC account. As at the date of bankruptcy, Quarries had a cash 

balance of $14,812 in the RBC account.  

 

On March 6, 2017 the Trustee received an amount of $18,000 from Stone West 

representing cash balances of Quarries held by Mr. Hans (refer to Section 8 of this 

Report for details). 

 

The Company’s SoA shows cash in the amount of $32,812 representing the sum of 

the amount received from Stone West ($18,000) and the balance in the RBC account 

($14,812).  

 

ii) Accounts Receivable  
 

As a result of the termination of the accounting staff in December 2016, the 

Company’s accounts receivable listing was not up to date.  The Trustee was advised 

of various customer receipts deposited into the Company’s CIBC and RBC accounts 

over the course of January and February 2017 and has worked with Mr. Palmer to 

update the listing to the extent possible based on the information provided. 

 

The Company’s SoA indicates that as at the date of bankruptcy, Quarries had 

outstanding accounts receivable of $82,282. Given the ageing of these receivables and 

the difficulty in obtaining current information on balances outstanding, the Company 

estimated that the realizable value of the accounts receivable is approximately $31,000 

(10% of balances over 90 days old and 50% of balances less than 90 days old).  
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iii) Inventory 
 

The Company’s books indicate that it held an inventory of materials, primarily 

consisting of gravel and sand, valued at $720,126.  

 

We understand that there is currently no liability insurance in place to cover operations 

at the Quarry.  Conditions at the Quarry are potentially hazardous given recent minor 

landslides, and remedial work would likely be required before operations could begin. 

In addition, there is no earth moving equipment at the Quarry as a result of various 

finance companies having seized assets leased by Equipment in order to recover 

amounts owed. Further, the License to remove product from the Quarry has been 

terminated by Fill-Tech.  

 

As a result of these issues, the ability of the Trustee to realize the Company’s sand 

and gravel inventory may be limited, and the costs of so doing may be prohibitive. 

The Company’s SoA shows a net realizable value of $1 for the gravel/sand inventory. 

 

The Company also held an inventory of tools and various oils/filters for equipment 

with a net book value of approximately $13,354. The estimated net realizable value of 

this inventory is $2,150 per the Company’s SoA. 

 

iv) Office Furniture, Equipment & Vehicles 
 

The Company’s records indicate that it had office furniture and equipment with a net 

book value of $13,893. This equipment includes an office computer which was 

previously located at the Quarry, and three laptops which were delivered by Mr. Hans 

to the Trustee, and which we understand were purchased new by Mr. Hans in 

December 2016. 

 

Per the SoA, the Company has indicated an estimated realizable value of $6,019 in 

relation to the office furniture and equipment. In addition, the Company has one pick-

up truck with an estimated realizable value of $3,000. 

 

v) Intercompany Balances  
 

The Company’s records indicate that it has an intercompany balance receivable from 

Equipment totaling $505,062. We understand that this amount is stated before a 

transaction which is usually posted at year-end to reflect amounts owing to Equipment 

by Quarries in relation to equipment rental. The estimated net realizable value of this 

balance in the SoA is $1 as a result of this offset, and due to the current financial 

situation of Equipment (limited tangible assets aside from leased assets which have 

largely been seized by finance companies). 

 

Based on discussions with Mr. Hans and Mr. Palmer, we understand that WSQG 

currently holds a cash balance of $48,165 in a CIBC account which is the property of 

Quarries and derives from Quarries’ customer receipts. Mr. Hans and Mr. Palmer have 
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committed to instruct CIBC to transfer this amount to the Trustee’s estate trust account 

for the benefit of creditors. As at the date of this Report, this process is underway.  

 

vi) Investments in Subsidiary 
 

Quarries is the sole shareholder of WSQG. Mr. Palmer has expressed a potential 

interest in acquiring the shares of WSQG, and the assets of Quarries located at the 

Quarry. However, these discussions are in the early stages and the Trustee has not as 

yet received any formal offer from Mr. Palmer. The Company has estimated the net 

realizable value of its equity interest in WSQG at $1. 

   

 

6. Creditors 

 

i) Deemed Trust Claims and Secured Creditors 
 

CRA – Source Deductions  

The Company’s records indicate an amount owing to CRA in respect of employee 

source deductions and GST of $112,864 and $122,884, respectively. Prior to the date 

of bankruptcy, CRA garnished a total amount of $102,426 from the Company’s CIBC 

account, leaving a net balance owing in respect of source deductions and GST of 

approximately $133,322. It is not yet clear how these garnished funds have been 

allocated to the amounts owing to CRA. 

 

We note that any remaining amount of employee source deductions will rank as a 

deemed trust claim against the estate, which gives CRA priority over all assets of the 

estate, ahead of any other security interests or creditor claims. Any remaining amount 

in respect of GST will rank as an unsecured claim in the estate. 

 

Provincial Government 

On February 7, 2017, the BC Provincial Government registered a tax lien on the 

Company’s present and after-acquired personal property to recover outstanding 

Provincial Sales Tax (“PST”). As indicated in the SoA, the Company’s records 

indicate PST outstanding in the amount of $8,534.     

 

ii) Unsecured Creditors 
 

Excluding amounts owing in respect of GST, the Company’s SoA shows unsecured 

claims as follows: 

Stone West (shareholder loan) $ 214,971 

WSQG (royalties owing)  153,053 

Brenchin (management fees/expenses) 46,176 

WorkSafe BC fees   10,299 

Trade creditors and other    385,309  

Total $ 809,811   
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iii) Provable Claims 
 

At the time of finalizing this Report, proofs of claims have been filed by eight 

unsecured creditors totaling approximately $133,742.  

 

Mr. Palmer has advised that the Company’s former employees were paid all amounts 

owing in respect of wages and vacation pay, and believes that there are no amounts of 

termination/severance pay owing. However, the Trustee is in receipt of severance 

claims from three employees in the total amount of $10,108. 

 

7. Anticipated Realization and Projected Distribution 

 

In summary, the Company’s SoA shows assets with net realizable value of approximately 

$123,149 before costs of realization.  The outcome to unsecured creditors will primarily 

depend on the quantum of the deemed trust and secured claims advanced by CRA and the 

Province of BC, and the ability of the Trustee to realize amounts for the Company’s accounts 

receivable and inventory. 

 

Given the uncertainty associated with asset realizations and in consideration of the Trustee 

agreeing to act as trustee of the estate, Stone West provided the Trustee with a third party 

deposit in the amount of $25,000 and a fee guarantee to a maximum amount of $35,000. The 

deposit is to be held in trust by the Trustee and will be used only for the payment of reasonable 

costs of administering the estate, including payment of the Trustee’s reasonable fees and 

disbursements, in the event that asset realizations are insufficient to satisfy these amounts. 

 

The Trustee had no previous relationship with the Group or Mr. Palmer. Deloitte LLP acts as 

an accountant to several of Mr. Hans’ other companies which are not directly related to the 

Group. 

 

8. Legal Proceedings, Reviewable Transactions and Preference Payments 

 

At the time of this Report, the Trustee is not aware of any legal proceedings against the 

Company. 

 

The Trustee notes that in the affidavit of Mr. Hans dated February 14, 2017, provided in 

support of the bankruptcy application made by Stone West, Mr. Hans states: “I was also 

concerned by my discovery of several significant withdrawals from the Debtors’ accounts 

which appeared unauthorized”. The Trustee has requested that Mr. Hans provide details of 

these transactions.  To date, the Trustee has only undertaken a limited review of the 

Company’s books and records and has not identified any reportable transactions. 

 

The Trustee is also aware that in the affidavit of Mr. Palmer dated February 23, 2017 in 

response to the bankruptcy application, Mr. Palmer claims that: “Mr. Hans took 

approximately $100,264 by cash advances on the Company’s visa credit card”.  The Trustee 

has since made enquiries of Mr. Hans’ legal counsel in relation to these cash advances and 
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APPENDIX A 

 

West Stone Quarries Inc. Group Structure Chart 

 

 

  

Stone West 

Quarries Inc.. 

Brencin 

Management 

Group Inc. 

West Stone 

Quarries Inc. 

(Bankrupt) 

West Stone 

Quarries 

Group Inc. 

West Stone 

Equipment 

Inc. 

100% 

50% 50% 



Trustee’s Preliminary Report 

West Stone Quarries Inc.  

Page 13 of 13 

 
APPENDIX B 

 

West Stone Quarries Inc. Statement of Affairs dated March 7, 2017 

 


























