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Introduction 

1. Pebercan Inc. (“Pebercan” or the “Company”) was engaged in the exploration, development and 
operation of oil reserves in the Republic of Cuba through its subsidiary Peberco Limited (“Peberco”), 
based in Bermuda. Its mining properties covered 93 km2 and included three concessions, only one of 
which was exploited. Peberco sold all of its production to the Cuban government. Near the end of 
2008, its net share of production was established at an average of 6,320 barrels per day. 

2. Oil exploitation was a joint operation with Sherritt International (Cuba) Oil and Gas (“Sherritt”), 
another Canadian company also exploiting concessions in Cuba. 

3. Peberco sold all of its oil production to a Cuban government agency called Cubapetroleo S.A. 
(“Cupet”). 

4. Towards the end of 2008, the Cuban authorities notified Peberco that they wished to prematurely 
terminate the production sharing contract, which was initially scheduled to expire in 2018. To do so, 
the Cuban authorities agreed to pay a lump sum payment of US$140 million to Peberco in exchange 
for full settlement of debts owed to Peberco by Cupet (estimated at US$108 million as at  
September 30, 2008) and the assumption of all of Peberco’s obligations related to its operations in 
Cuba. The parties agreed to give Sherritt a portion of the net amounts received from Cupet, or 
approximately US$60 million, to terminate the agreement between these two partners.  

5. On February 20, 2009, after discontinuing its activities in Cuba through its subsidiary, Pebercan 
announced that the group of companies including Pebercan and Peberco would put an end to their 
commercial operations and that Pebercan would distribute to its shareholders the net cash resulting, 
for the most part, from its share of the amounts received by its subsidiary Peberco in exchange for 
cancellation of the production sharing contract with Cupet. 

6. Pebercan proposed an arrangement to all of its security holders in order to proceed with the 
company’s liquidation. This arrangement was approved by the vast majority (99.7%) of Pebercan’s 
security holders on May 26, 2009.  

7. In a judgment rendered on July 1, 2009, the Superior Court of the Province of Quebec (“Court”) 
rendered an order under the Canada Business Corporations Act (“CBCA”) approving the 
arrangement proposed by Pebercan under the terms of section 192 of the CBCA. 

8. In a judgment rendered on July 6, 2009, the Court rendered an order under the terms of the CBCA 
and appointed Samson Bélair/Deloitte & Touche Inc. as Monitor of Pebercan under the provisions of 
the CBCA in order to complete the Claims Process set forth in the Act. 
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9. By resolution of the Board of Directors of Peberco on July 9, 2009, Philippe Jordan of Samson 
Bélair/Deloitte & Touche Inc. was appointed liquidator of Peberco (“Liquidator”) under the Bermuda 
Companies Act of 1981 (“Bermuda Act”). 

10. This report covers the following points: 

• Update on the assets and liabilities of Pebercan and Peberco, respectively; 

• The proposed interim distribution; 

• Our conclusions and recommendations. 

11. Please note that we have not verified or analyzed the financial information provided to us by the 
Company’s management. We therefore do not express an opinion on the financial information 
provided by the Company’s management and included in this report. 

 

Update on the assets and liabilities of Pebercan and Peberco 

Valuation of Pebercan’s assets 

12. The table below presents the breakdown of Pebercan’s assets as at December 31, 2009 that will be 
used to pay the creditors and of which the final residual amount, after liquidation costs have been 
paid, will be distributed to the security holders: 

Valuation of Pebercan’s assets as at December 31, 2009 

Assets 1   C$ 

Cash  90,363,102 

Accounts receivable  701,449 

Investments  138 

Prepaid expenses  99,439 

Total assets   91,164,128 
1 A portion of the above funds is in Euros. The related figures were converted into Canadian dollars at the rate of 1.50 
(€/CAD) as at December 31, 2009. 

 

13. As at December 31, all of the cash presented in the above table was held in Pebercan’s bank 
accounts at BNP Paribas in Switzerland in Euros (47,005,942 €) and Canadian dollars 
(C$19,854,189), except for an amount of $129,713 that was held in another Pebercan bank account 
at National Bank of Canada in Montreal. 

14. Accounts receivable mostly comprise sales taxes receivable from the federal and provincial 
governments. These two governments have suspended all payments to Pebercan pending settlement 
of the dispute relating to the notices of assessments for 2001, 2002 and 2003 and the final audit of 
accounts until the Company has been dissolved (see paragraph 18 and following). 

 

Identified debts and obligations of Pebercan 
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15. Since the deadline for filing a claim, the Monitor has had the opportunity to review the claims that 
were filed as well as various developments that had an impact on the identified assets. The status of 
filed claims has changed, as reflected in the updated table below: 

CREDITORS 
 

Proven claims as at 
September 18, 2009 

C$  

Proven claims as at 
January 15, 2010 

C$  

Messrs. Gourvès and Sirven1 8,000,000 0 

Employees2 733,438 683,438 

Government claims 3,587,892 3,587,892 

Other suppliers3 318,182 0 

Total claims filed 12,639,512 4,271,330 
 
Note :  
 
These amounts are the claims filed as part of the claims process administered by the Monitor. Consequently, the 
amounts presented are not necessarily recognized as being owed by Pebercan. 
 
1. An out-of-court settlement was reached between the Company and the parties. 
2. A claim for $50,000 was dismissed and no appeal has been lodged by the party concerned. As for the remaining 

claim for $683,438, the party is contesting the Monitor’s dismissal of the claim. No trial date has yet been set. 
3. All these claims were dismissed and no appeal has been lodged by the parties concerned. 

16. The Monitor has been notified by Pebercan’s representatives that the principal claim by Messrs. 
Gourvès and Sirven for $8 million was settled out of court by the parties on September 30, 2009 and 
no press release was issued in regard to the settlement (See Appendix 1). 

17. The Monitor has reviewed the Proofs of Claims with the help of Pebercan’s representatives and has 
issued Notices of Dismissal for claims totalling $1,051,620 (see Appendix 2). The claim for $683,438 
was the only instance where an appeal was launched by the third party concerned (see Appendix 3). 

18. Pebercan is currently in opposition to the Canada Revenue Agency (“CRA”) and the Ministère du 
Revenu du Québec (“MRQ”) with respect to notices of assessment for 2001, 2002 and 2003. The 
amounts currently assessed by the two governments total approximately $3.59 million (including 
interest and penalties).However, Pebercan’s attorneys and its tax specialists both agree that the final 
amount that will be assessed for that period will be far less than the amount claimed due to an 
agreement entered into between the parties on October 28, 2009 (see Appendix 4). 

19. Moreover, the years 2004 to 2009 are currently being audited by the CRA and the MRQ. As the audit 
is still ongoing, a notice of assessment for corporate income taxes has not yet been produced.  

20. An audit of amounts collected under the terms of the Goods and Services Tax (“GST”) and Québec 
Sales Tax (“QST”) as well as deductions at source is also under way. Consequently, the final value of 
the CRA and/or MRQ claim may differ from the amount presented in the table and thus affect the final 
distribution to the security holders of Pebercan. 

21. Progress has been made in negotiations between Pebercan and the tax authorities since the 
Monitor’s last report. It may be that the calculation of the final tax liability has not been finalized, but 
the Monitor has been notified that a provision for these claims has been determined and accepted by 
the parties concerned.  

22. Consequently, the provision determined is used to identify the claim, which stands at $5,000,000 for 
the CRA and $4,400,000 for the MRQ (see Appendix 5). 
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23. Based on the discussions the Monitor has participated in with the tax authorities, data that has been 
provided to it by Pebercan’s auditors/tax specialists and confirmations received from both sides, the 
Monitor concurs that the provisioned amounts are sufficient to cover the potential liability with the tax 
authorities.  

24. To facilitate the interim distribution to the security holders, the CRA and the MRQ agreed with 
Pebercan that an irrevocable letter of credit would be issued by Pebercan in favour of the respective 
tax authorities to pay the assessed and uncontested liability as it became due. The draft letters of 
credit have been reviewed by the Monitor and its attorneys and are in keeping with the usual 
procedures in this regard. 

25. The amounts presented in the table below do not necessarily represent claims approved by the 
Monitor and Pebercan due to disputes still pending resolution or provisions taken to finalize the 
valuations.  

 

Settlement of the administration of Peberco 

26. As mentioned in the Monitor’s first report, the Liquidator was endeavouring, with the help of its 
attorneys in Canada and Bermuda, to find a solution with respect to the ten- (10) year period under 
Bermuda law during which a creditor may request the “restoration” of a liquidated company. As a 
consequence of this time period, Pebercan’s Monitor had to determine an adequate provision so as to 
cover this potential risk without postponing a first distribution until the end of the ten- (10) year period.  

27. As contemplated in the Monitor’s first report, the Liquidator applied to the Supreme Court of Bermuda 
and, on November 12, 2009, the Honourable Kawaley J of the Supreme Court for Bermuda ordered 
(see Appendix 6): 

• That the liquidation of Peberco would be converted from a “Members’ Voluntary Liquidation” 
to a “Creditors’ Voluntary Liquidation”; 

• That the Liquidator would continue to be responsible for administration and would be 
dispensed from calling the creditors to a meeting. 

28. On November 26, 2009, while recognizing the validity and appropriateness of the administrative and 
statutory measures already taken by the Liquidator, particularly as regards the publication of notices 
and the identification of creditors, the Honourable Kawaley J of the Supreme Court for Bermuda 
ordered (see Appendix 7): 

• That the Liquidator was dispensed from publishing a notice calling the parties to a meeting in 
order to receive the Liquidator’s accountability report; 

• That the meeting was deemed to have taken place in accordance with the Bermuda Act; 

• That the Liquidator would be released and discharged therefor as Liquidator of Peberco on 
delivery of a final administration report; 

• That the Liquidator be required to publish a last notice in a local newspaper, in particular the 
Bermuda Sun, announcing his discharge as Liquidator and the dissolution of Peberco.  

Moreover, the order attests that the dissolution will take effect within three months of the filing of the 
Liquidator’s final report, i.e., by April 15, 2010, and that the appeal period for a third party wishing to 
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assert its right before the Bermuda Court to participate in the liquidation of the assets is reduced to two 
(2) years from such dissolution.  

29. The required documents were filed on January 15, 2010 (see Appendix 8). 

30. As a result of the administration carried out to date, the orders made public by the aforesaid court, 
and the steps that have been completed, the Liquidator and the Monitor, their respective attorneys 
and the attorneys of Pebercan have no reason to believe that any claim could have an impact on the 
distribution of Pebercan’s assets to the security holders.  

 
Valuation of Peberco’s assets 

31. In view of the foregoing, the Liquidator has prepared a final administration report which relates the 
facts regarding the disposal of the assets of Peberco by the Liquidator. The reader will note that 
under the terms of administration, no more assets remain in Peberco’s asset base (see Appendix 8). 

 

Identified debts and obligations of Peberco 

32. As already mentioned in the Monitor’s first report, the Claims Process did not result in the 
identification of any creditors for Peberco (see Appendix 8). 

 

Proposed interim distribution 

33. At this stage of administration and in light of what has been chronicled in this report, the main issue 
for the Monitor is to accurately determine the amount that may be distributed on an interim basis to 
the security holders. 

34. For information purposes, as at December 31, 2009, the Company had 74,748,335 shares 
outstanding and 1,450,000 options that could be exercised under various conditions.  However, 
because of the aforesaid exercise conditions, the Monitor has been advised that only 770,000 options 
are likely to be exercised. The amount of fully diluted shares therefore only includes the early 
exercise of options, so that the total number of fully diluted shares is 75,518,335.   

35. The Monitor had to consider the following elements in order to complete a calculation that could result 
in a recommendation to the Court concerning the interim distribution that could be carried out: 

• Provision for the payment of the claims identified in Pebercan; 

• Provision for the payment of potential Peberco claims; 

• Provision for the payment of professional fees and other expenses incurred between now 
and the final dissolution of the companies and the discharge of the Monitor/Liquidator. 

 
36. Following is a summary calculation of the amounts that the Monitor is prepared to recommend for 

release by the Court to Pebercan’s security holders: 
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Summary calculation of the amounts available for a first interim distribution 

  C$ 

Amounts available 1    90,132,772 

Total provision required until administration ends 
• Provision for Pebercan claims 

• Provision for Peberco claims 
• Provision for professional fees and other expenses 

 
 
 
 

 
(10,173,620) 

(0) 
(3,500,000) 

Amounts available for the security holders (A)  76,459,152 

Shares outstanding as at December 31, 2009 2 (B) 
Payment per fully diluted share (A/B) 

 

 
75,518,335 

1.01 
 

1 The funds available represent cash held by the Company as at December 31, 2009 and converted into Canadian dollars as at 
January 22, 2010. Accordingly, the Company holds 47,005,942€ with a value of C$70,278,584 (foreign exchange rate: 1.4951) 
and C$19,854,189 for a total of C$90,132,772.  
2 The number of shares outstanding as at December 31 totalled 74,748,335. There were also 1,450,000 options that could be 
converted into shares under various conditions.  However, because of the aforesaid exercise conditions, the Monitor has been 
advised that only 770,000 options are likely to be exercised. The amount of fully diluted shares therefore only includes the early 
exercise of options, so that the total number of fully diluted shares is 75,518,335.   
The figures above are therefore provided for information purposes only. 

37. Given that a significant proportion of security holders are European, the Company intends to 
distribute funds to the European security holders in Euros; Canadian security holders will receive their 
distribution in Canadian dollars. Cash in the bank is currently held in each currency. The information 
presented above is reflected entirely in Canadian dollars for information purposes only. The foreign 
exchange rate in effect at the time of the interim distribution may change the figures presented. 

 

Our conclusions and recommendations 

38. As at January 25, 2010, the Monitor can make the following findings: 

• Administration of the Pebercan liquidation is in full swing and the claims identification process has 
revealed that the Company’s liability is confined to a small number of parties; 

• The tax authorities are, for the most part, the largest creditor and an agreement has been entered 
into with the two levels of government to provision an amount that could represent the maximum 
amount claimed by the tax authorities under the terms of the audit that is currently under way; 

• The liquidation of the Bermuda subsidiary, Peberco Limited, has been completed and the 
Liquidator did not identify any liabilities that have an impact on the availability of the funds of the 
parent company, Pebercan Inc. As a result of administration carried out to date, the orders made 
public by the aforesaid court and the steps that have been completed, the Liquidator and the 
Monitor, their respective attorneys and the attorneys of Pebercan have no reason to believe that 
any claim could have an impact on the distribution of Pebercan’s assets to the security holders. 

• The amounts available are substantially higher than the funds required to fully pay the amounts 
claimed by the creditors who responded to the Claims Process; 

• The excess funds continue to be in favour of the security holders; 
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• The Monitor is satisfied that the amounts available could be distributed without adversely 
affecting the creditors. 

39. It is the Monitor’s opinion that in view of the foregoing, a first interim distribution in the amount of 
C$76,459,152 should be authorized by the Court. 

 

 

In Montreal, the 26th day of January 2010. 

Samson Bélair/Deloitte & Touche Inc. 
Monitor of Pebercan Inc. 
 
 
 
 
Philippe Jordan, CMA, CIRP 
Associate Partner 
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