
All information contained in this Information and Disclosure Statement has been compiled to fulfill 

the disclosure requirements of Rule 15c2-11(a)(5) promulgated under the Securities Exchange Act 

of 1934, as amended. The enumerated captions contained herein correspond to the sequential 

format as set forth in the Guidelines for Providing Adequate Current Public Information provided 

by OTC Markets, LLC. 
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Part “A” General Company Information 
 

 

Item I-a The Exact Name of the Issuer and its predecessors: 
 

 Since May 17th, 2011:  California Grapes International, Inc. 

 

 Since September 11th, 2008: California Grapes International, Inc. 

 

 Name Change August 3rd, 2011: China Food Services, Corp. 

After June 1st, 2008:   Golden Dragon Holdings, Inc. 

Before June 1st, 2008:  Diamond Powersports, Inc.  

Since May 13th, 1992:  Diamond Racing, Inc. 

 

Item I-b The Exact Name of the Issuer Subsidiaries: 
 

 Since November 18th, 2007: Golden Dragon Food & Beverage Import &  

Export Company of Hong Kong, LTD. 

 

 Since November 12th, 2008: Beijing Jin Long Fei International  

Trading Co., LTD. 

 

Item II-a The Address of its Principal Executive Offices: 
 

 USA Office:    2360 Corporate Circle Suite 400 

      Henderson, NV 89074 

 

Item II-b The Address of its Principal Subsidiaries Offices: 
 

 Beijing Office:   Beijing Shi Chaoyang Qu, Liyuan Li Bei Jie 2  

      Hao Yuan, Jin Di Ming Jing, D-1-607  

      Beijing PRC 100022 

 

 Beijing Warehouse:   Ding Xin Zhuang(Opposite the Ding Xin Zhuang  

      Primary School), Hei Zhuang Hu Town,   

      haoyang District, Beijing 100121 China 

 

Item III-a The Jurisdiction and Date of Issuer’s Incorporation: 
 

 Nevada Incorporation  

Since May 17th, 2011:  California Grapes International, Inc. 

 

 California Incorporation  

Inactive/Merged July 1st, 2011:  California Grapes International, Inc. 

Since September 11th, 2008: California Grapes International, Inc. 
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 Florida Incorporation  

Inactive/Merged   China Food Services, Corp.  

Name Change August 3rd, 2011: China Food Services, Corp. 

After June 1st, 2008:   Golden Dragon Holdings, Inc. 

Before June 1st, 2008:  Diamond Powersports, Inc.  

Since May 13th, 1992:  Diamond Racing, Inc. 

 

Item III-b The Jurisdiction and Date of Issuer’s Subsidiaries Incorporation: 
 

 Hong Kong Corporation 

Since November 18th, 2007: Golden Dragon Food & Beverage Import & 

Export Company of Hong Kong, LTD. 

 Peoples Republic of China  

“WOFE” Whole Owned  

Foreign Entity 

Since November 12th, 2008: Beijing Jin Long Fei International  

Trading Co., LTD. 

 
 
Item III-C Additional Issuer and Issuer’s Subsidiaries Incorporation Information: 
 

 The Issuer and or its subsidiaries have had no bankruptcies or receiverships 
 SIC Code: 172 Grapes 
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Part “B” Share Structure 
 
Item I The exact title and class of securities: 
 

  Security Symbol:    CAGR 

  CUSIP Number:   130266190 

  ISIN Number:    US1302661095 

  Classes:    Preferred Class “A” 

       Preferred Class “B” 

       Common 

 

Item II The Number of Shares Outstanding for each Class of Securities Authorized: 
   

  Preferred Class “A” Authorized: 300,000,000 

  Preferred Class “A” Outstanding:  200,000,000   

  Preferred Class “B” Authorized: 500,000,000 

  Preferred Class “B” Outstanding:  165,000,000 

  Common Authorized:  2,500,000,000 

  Common Outstanding:  530,147,957 

 

Item III Par or stated value and description of the security: 
  

 Preferred Class “A” Stock.  Three hundred million (300,000,000) shares of Preferred 

“A” Stock having a par value of $0.001 per share, upon such terms and 

conditions as the Board of Directors may determine at the time of issuance, 

without further action of the shareholders being required. Such Preferred “A” 

Shares may or may not be: issued in series, or redeemable by the Company. 

Such Preferred “A” Share are entitled to cumulative dividends. Such Preferred 

“A” Shares are convertible each into 15 shares of Common Stock (15 Common 

Shares to 1 Preferred Shares conversion rate). The holders of Preferred Shares are 

entitled to vote on all matters submitted to a vote of Shareholders. Other terms 

and conditions may be imposed at the time of issuance. 

 

 Preferred Class “B” Stock.  Five hundred million (500,000,000) shares of Preferred 

“B” Stock having a par value of $0.001 per share upon such terms and conditions 

as the Board of Directors may determine at the time of issuance, without further 

action of the shareholders being required. Such Preferred “B” Shares may or may 

not be: issued in series, or redeemable by the Company. Such Preferred “B” 

Share is entitled to dividends. Such Preferred “B” Shares are convertible each into 

5 shares of Common Stock (5 Common Shares to 1 Preferred Shares conversion 

rate). The holders of Preferred “B” Shares are entitled to one vote for each five 5 

shares of Preferred “B” Shares on all matters submitted to a vote of Shareholders. 

Other terms and conditions may be imposed at the time of issuance. The holders 

of Preferred “B” Shares are entitled to one vote for each five 5 shares of Preferred 

“B” Shares on all matters submitted to a vote of Shareholders.  Other terms and 

conditions may be imposed at the time of issuance. 

 



INITIAL COMPANY INFORMATION AND DISCLOSURE STATEMENT 2011 
 

5 | P a g e  
 

 SECTION 3. Common Stock.  Two billion five hundred million (2,500,000,000) shares 

of Common Stock having a par value of $0.001 per share. Holders of Common 

Stock are entitled to receive ratably such dividends, if any, as may be declared 

by the Board of Directors out of funds legally available therefore, subject to any 

preferential dividend rights of outstanding Preferred Stock. The holders of 

Common Stock have no preemptive, no voting, subscription, redemption or 

conversion rights. 

 

Item IV The name address of the transfer agent: 
 

 Guardian Registrar & Transfer, Inc. 

7951 S.W. 6th Street Suite 216 

Plantation, FL 33324 

1-954-915-0105 

 

Note: Guardian Registrar and Transfer, Inc. is a registered transfer agent with the 

Securities and Exchange Commission.  
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Part “C” Management and Control Structure 
 

Item I The Name of the Officers, Members of the Board of Directors as well as 

Control Persons: 
 

Name Title Shares Percentage 

Frank Yglesias Chairman/EVP Class “A” 70,000,000 

Class “B” 57,015,000 

35% 

Jeff Crittenden  Secretary/CEO Class “A” 56,000,000 

Class “B” 45,612,000 

28% 

Jeffrey Wieser Treasurer/EVP Class “A” 44,000,000 

Class “B” 35,838,000 

22% 

Brian Bumgarner Vice-Chairman/CVO Class “A” 30,000,000 

Class “B” 24,435,000 

15% 

 

Item II Legal/Disciplinary History 

 

Please also identify whether any of the foregoing persons have, in the last five years, 

been the subject of: 

 

1. A conviction in a criminal proceeding or named as a defendant in a pending 

criminal proceeding (excluding traffic violations and other minor offenses).  None 

of the officers or control persons have been convicted or named as a defendant 

in any criminal proceeding. 

2. The entry of an order, judgment, or decree, not subsequently reversed, 

suspended or vacated, by a court of competent jurisdiction that permanently or 

temporarily enjoined, barred, suspended or otherwise limited such person’s 

involvement in any type of business, securities, commodities, or banking 

activities. 

3. None of the officers or control persons have any orders, judgments or decrees 

that permanently or temporarily enjoined, barred, suspended or otherwise 

limited such person’s involvement in any type of business, securities, 

commodities, or banking activities. 

4. A finding or judgment by a court of competent jurisdiction (in a civil action), the 

SEC, or a state securities regulator of a violation of federal or state securities or 

commodities law, which finding or judgment has not been reversed, suspended, 

or vacated.  None of the officers or control persons has a finding or judgment by 

a court of competent jurisdiction (in a civil action), the SEC, or a state securities 

regulator of a violation of federal or state securities or commodities law. 

5. The entry of an order by a self-regulatory organization that permanently or 

temporarily barred, suspended or otherwise limited such person’s involvement in 

any type of business or securities activities. 

6.  None of the Company’s officers or directors has been the subject of an order by 

a self-regulatory organization that temporarily or permanently barred, 

suspended or otherwise limited such person’s involvement in any type of business 
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or securities activities. 

 

To the extent not otherwise disclosed, if any of the above shareholders are corporate 

shareholders, provide the disclosure requested in this item as to person(s) owning or 

controlling such corporate shareholders and the resident agents of the corporate 

shareholders. 

 

Item III Disclosure of Certain Relationships: 
 

To the extent not otherwise disclosed, describe any relationships existing among and 

between the issuer’s officers, directors and shareholders.  NONE 

 

Item IV Disclosure of Conflicts of Interest: 

 
To the extent not otherwise disclosed, describe all relationships and affiliations among 

and between the shareholders and the issuer, its predecessors, its present and prior 

officers and directors, and other shareholders.  NONE 
 

Item V Board Members Business Address: 
 
                  Name                   Title     Business Address             s     
Frank Yglesias   Chairman/EVP  Beijing Shi Chaoyang Qu, Liyuan Li Bei Jie 

2 Hao Yuan, Jin Di Ming Jing, D-1 607 
Beijing PRC 100022 
 

Jeff Crittenden   Secretary/CEO 2360 Corporate Circle Suite 400 
Henderson, NV 89074 
 

Jeffrey Wieser   Treasurer/EVP 2360 Corporate Circle Suite 400 
Henderson, NV 89074 
 

Brian Bumgarner  Vice-Chairman/CVO 2360 Corporate Circle Suite 400 
Henderson, NV 89074 
 

Item VI Board Members Past 5 Years of Employment: 
 
Frank Yglesias 
California Grapes International, Inc.      2007 to present 
EVP/Chairman/Founder 
Established the business, marketing, legal and account infrastructure for 3 companies 
from ground zero; 

 First started by incorporating Golden Dragon Food & Beverage Import & Export 
Company of Hong Kong Ltd., the purpose of this company was to take advantage of the 
“CEPA” Closer Economical Partnership Agreement between Hong Kong and China, plus 
also the tax advantages in Hong Kong. 

 In May of 2008, I negotiated the acquisition and acquired a publicly traded company 
called “Diamond Powersports, Inc.” OTC: DPWS, we latter changed the corporate 
structure and named it “Golden Dragon Holdings, Inc.” OTC: GDHI. The goal was to 
develop a vehicle to publicly raise capital by means of a Reg-D504. The US Company 
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also established manufacturing supply contracts with food distributors like “Goya Foods”, 
“Eden Foods”, Associated Grocers of Florida”, “Jump Beverages”. 

 In November 0f 2008, I established Beijing Jing Long Fei International Trading, Co. Ltd 
and “WOFE”, I am currently the authorized legal representative of the company. The 
company established contracts with small supermarkets in Beijing, “Jenny Lou’s”, 
“Lohao City”, “April Supermarkets”. The company created an in-house supply chain 
management system, to fulfill the needs of the 3PL company and the supermarkets. 

 
Acero Systems, Inc.         2000 to 2007 
President & C.O.O. 
Co-Founder of Acero Systems, Inc. a computer and structure cabling servicing company. Cash 
flow hit profitability in 8 months of operations and drove revenue for year end of 2004 to 1.4 
million dollars in service sales. Developed the business strategy of the company which focused 
on a simple philosophy called “Can-Do Attitude”. The “Can-Do Attitude” created a culture of 
excellence and “no excuses” with our entire staff. 
 
Landed key accounts with national and international companies: 
 

 Lennar Homes    Del Monte Fresh Produce Company  
 City of Plantation    Oncology Radiation Associates 
 Univision     Miami-Dade County Public Schools 

 
Daily responsibilities included all areas of hiring and training of staff, accounting, logistics 
operations, customer service and sales. 
 
During my tenure, the company grew from three owners/employees to 18 engineers, 6 cable 
techs, 3 sales agents and 1 office manager. With over a yearly payroll expense of 
$1,000,000USD. 
 

Jeff Crittenden 
CEO/Co-Founder California Grapes International, Inc.    2008 to present 
As a full time founding member of “CGI” I have established myself as the principal architect and 
chief strategist for the development and rollout of the first “Full-Service” wine export platform 
designed specifically for the exportation of California Wines. I have been involved with every 
aspect of the development of this multiyear build-out including the initial launch in 2009 of a 
direct sales force, office and warehouse targeting direct to venue sales in the Hong Kong 
market that established over 60 accounts in 10 months and generated over 250k in revenues in 
year 1. I have acquired a vast knowledge from both state and federal export agencies regarding 
documentation requirements, processes and import/export regulations that has provided a level 
of understanding that is critical in the running of a multinational wine export business. My 
strengths in business development and solution sales have allowed me to approach the 
unregulated international markets in a way not possible with domestic wine sales combining 
multiple profit centers under one umbrella of business. 
 
President/CEO, Pacific Estates Mortgage, Inc.        2003-2008 
I ran a residential mortgage company with over 40 employees and 4 offices in California. 
Specializing in partnerships with Brand Recognized real estate companies working with high-
end home sales, we averaged over $500 Million a year in funding. Responsibilities included all 
financial aspects of business including budgets, forecasting, payroll, expenses and dynamic 
compensation packages. Created all company policy and training materials and worked closely 
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with legal counsel on all contract development and enforcement matters. Established many 
different incentive programs and performance based contests to create strong team 
environment and positive employee relations. Recognized as top producer of mortgage 
originations in my first year. Experience with both the sale and purchase of distressed real 
estate and market valuations. Knowledge of and direct experience involving REO, short sale 
and foreclosure transactions. 
 

Jeffrey Wieser         2010 to present 

Transportation/Logistics Consultant – Independent Contractor 
Working for multiple asset based carriers, coordinating their service offerings to the 
manufacturing and shipping public. Through hard work and persistence, I have helped each 
carrier that I represent to increase their market share and profitability. Working strictly on a 
commission basis has driven me to develop interpersonal communication skills and the tenacity 
and follow up required to secure new business on a consistent basis. I have specialized in 
transportation and logistics for the last 24 years and have gained intimate knowledge of truck, 
rail, ocean, and air shipping that will benefit CGI in our future growth. My sales background has 
allowed me to establish positive working relationships with many wineries throughout California 
that have interest in international distribution through CGI. 
 
VP of Sales – North American Transportation      1994 to 2010 
Hired as a commission based sales representative in 1994, I established consistent sales 
growth and in 2000 was the top producing salesman for the company and was promoted to VP 
of Sales at that time. I continued to build sales volume and growth until leaving at the end of 
2009.  
 

Brian Bumgarner   
California Grapes International, Inc         2008 to Present 
Vice-Chairman of the Board / CVO   
With twenty years in the wine industry, my experience includes winery hospitality management, 
direct sales, distributor relations, territory management, vineyard and winery management, wine 
production, marketing, and export sales. I have an in-depth understanding of the wine industry 
from the vineyard to the bottle and of the wine market both domestically and abroad. I have 
brought my industry insight and experience to bear primarily in the portfolio development, winery 
relations and sales areas. 
 
Bumgarner Winery            2005 to Present 
Owner/ Winemaker   

Starting in 2005 I began what is now Bumgarner Winery with the goal of being the premier 
producer of Cabernet Sauvignon and Tempranillo in the Sierra Foothills. This is a ground up 
operation which started with my first vineyard plantings in 2004 followed by my inaugural 
vintage made in 2005. Bumgarner Winery has come to be known for its consistent quality and 
innovation and stands out among the best wines of the Sierra Foothills region. 
 
ParaVi Vineyards            2003 to 2009 
Winemaker    

Starting with the inaugural vintage in 2003 I have made the wines for ParaVi Vineyards which 
have achieved a near cult status in the Sierra Foothills region. 
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C. G. di Arie Winery            2006 to 2008 
Western Regional Sales Manager    

I managed sales in California, Arizona and Nevada for CG di Arie Winery working both 
independently and with their regional distribution companies. I expanded distribution in both on 
and off premise accounts and increased sales each year by working to expand placements in 
existing accounts and establishing many new accounts. 
 
Sogno Winery           2004 to 2006   
Sales Manager    
I initiated and managed all the direct sales from the winery to both on and off premise accounts 
which went from zero to over 250 direct accounts in two years. I expanded distribution sales to 
three other states and managed these distributors and expanded distribution in those markets. 
 
Boeger Winery            1993 to 2004 
Hospitality Mgr/ Sales Mgr/Winemaker Apprentice    
This is where I started in the wine business and had an eleven year apprenticeship in how to 
make wine and run a wine business from the ground up. At a small family winery one has to 
wear many hats and I was able to gain experience in many areas including winery hospitality 
management, direct sales, distributor relations, territory management, vineyard and winery 
management, wine production, marketing, and export sales 
 

Item VII Board Members Memberships & Affiliations: 
 
Name     Title     Memberships & Affiliations       s 
Frank Yglesias      Chairman/EVP    California Grapes International, Inc. 
Jeff Crittenden      Secretary/CEO   California Grapes International, Inc. 
Jeffrey Wieser      Treasurer/EVP   California Grapes International, Inc. 
Brian Bumgarner     Vice-Chairman/CVO  California Grapes International, Inc. 
 

 
Item VIII Disclosure of Family Relationships: 
 
There are no family relationships existing among and between the issuer’s officers, directors 
and shareholders; the shareholders and the issuer, its predecessors, its present and prior 
officers and directors, and other shareholders. 
 

Item IX Disclosure of Related Party Transactions: 
 
There are no related party transactions involving the issuer in which (i) the amount involved 
exceeds the lesser of $50,000 or one percent of the average of the Issuer's total assets at year-
end for its last three fiscal years and (ii) any related person had or will have a direct or indirect 
material interest. 

 
Item X Beneficial Owners: 
 

Provide a list of the name, address and shareholdings of all persons beneficially owning 

more than 5% of any class of the issuer’s equity securities: 

 

Fairhills Capital Off Shore, 245 Main Street, Suite 390 White Plains, N.Y. 10601 owns 6.62%. 
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Part “D” Interim Financial Statement 
 

The following unaudited financial statements for the fiscal yearend 2011, have been 
prepared in accordance to GAAP. 

 

Item I Consolidated Unaudited Balance Sheet: 

 

CALIFORNIA GRAPES INTERNATIONAL, INC.& SUBSIDIARY 

UNAUDITED CONSOLIDATED BALANCE SHEET 

AS OF DECEMBER 31st, 2011 

 
ASSETS 

 

    

12/31/2011 

 

12/31/2010 

 CURRENT ASSETS 

      USA Bank  $2,132  ($476)  

 

Hong Kong Bank  $1,000  $0  

 

China Bank  $12,348  $12,573  

 

Other Cash & Cash Equivalents 

 

$189 

 

$581 

 

       

 

TOTAL CASH & CASH EQUIVALENTS 

 

$15,669 

 

$12,873 

 

       

 

Accounts receivable 

 

$163,377 

 

$131,519 

 

 

Inventories 

 

$302,906 

 

$166,050 

 

 

  

TOTAL CURRENT ASSETS 

 

$481,952 

 

$310,247 

 

        PROPERTY AND EQUIPMENT 

 

$125,079 

 

$130,961 

 Accumulated Depreciation 

 

($25,016) 

 

($32,493) 

 

        NON-CURRENT ASSETS 

     

 

Loan to Beijing Sub 

 

$280,093 

 

$240,093 

 

 

Investment in subsidiaries 

 

$15,000 

 

$15,000 

 

        

  

TOTAL ASSETS 

 

 

$877,123 

 

 

$673,003 
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LIABILITIES AND STOCKHOLDERS' EQUITY 

        CURRENT LIABILITIES 

     

 

Accounts payable 

 

$280,225 

 

$82,538 

 

 

Settlement payable 

 

$20,000 

 

$58,787 

 

 

Salary payables 

 

$250,000 

 

$125,000 

 

 

Investor’s loan 

 

$43,000 

 

$20,000 

 

 

Shareholder loan 

 

$0 

 

$0 

 

  

Total Current Liabilities 

 

$593,225 

 

$286,325 

 STOCKHOLDERS' DEFICIT 

     

 

Preferred A stock 300,000,000 authorized: 

     

 

Issued and outstanding) 

 

200,000,000 

 

42,000,000 

  Preferred B stock 500,000,000 authorized:      

 Issued and outstanding)   162,900,000    

 

Common stock Pre-Split/Merger 2010($.001 par 

value, 3,000,000,000 shares authorized:    $2,853,835  

 

2,853,835,442 shares issued and outstanding)  

      

 

Common stock Post-Split($.001 par value, 

2,500,000,000 shares authorized:  

     

 

375,383,478 shares issued and outstanding) 

 

$375,383 

   

 

Additional Paid in Capital 

   

$301,971 

 

 

Common Stock 

     

 

Retained Earnings 

     

 

Net Income 

 

($91,485) 

 

($100,307) 

 

 

Accumulated Deficit 

   

($2,566,849) 

 

 

Total Stockholders’ Deficit 

 

$283,898 

 

$386,678 

 

       

  

TOTAL LIABILITIES AND STOCKHOLDERS' DEFICIT 

 

$877,123 

 

$673,003 

 

        

         The accompanying notes are an integral part of the financial statements 
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Item II Consolidated Unaudited Statement of Operations: 

CALIFORNIA GRAPES INTERNATIONAL, INC.& SUBSIDIARY 

UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS 

AS OF DECEMBER 31st, 2011 

 

     

12/31/2011 

 

12/31/2010 

SALES AND COST OF SALES:  

    

 

Sales 

  

$690,343  

 

$225,537 

 

Cost of sales 

  

($310,655)  

 

($169,153) 

  

GROSS PROFIT 

 

$379,688  

 

$56,384 

        OPERATING EXPENSES: 

    

 

Professional Fees 

 

($39,508) 
 

($50,164) 

 

Government Fees 

 

($6,800) 
 

($3,511) 

 

Advertising & Promotion 

 

($19,500) 
 

($24,347) 

 

Bank Charges & Fees 

 

($2,790) 
 

($2,423) 

 

Internet Services,  

 

($4,537) 
 

($4,687) 

 

Meals & Entertainment 

 

($15,945) 
 

($6,672) 

 

Office Supplies 

 

($4,013) 
 

(5,012) 

 

Postage & Delivery 

 

($1,062) 
 

($3,051) 

 

Printing & Reproduction 

 

($1,736) 
 

($3,146) 

 

Office & Warehouse Rental 

 

($77,700) 
 

($61,030) 

 

Logistics 

 

($81,800) 
 

($6,436) 

 

Telephone 

 

($8,674) 
 

($8,846) 

 

Utilities 

 

($116) 
 

($1,198) 

 

Travel Expenses 

 

($9,400) 
 

($59,845) 

 

Vehicle Maintenance  

 

($631) 
 

($3,358) 

 

Vehicle Gas 

 

($17,950) 
 

($8,220) 

 

Payroll & Payroll Expenses 

 

($85,512) 
 

($28,439) 

 

Sales Commissions 

 

($1,205) 
 

($9,471) 

 

Supermarket Entrance Fees 

 

$0  
 

($8,955) 

 

Insurance 

 

($4,900) 
 

($1,471) 

 

Customs & CIQ Fees 

 

($104,285) 
 

($23,405) 

 

Sales VAT 

 

($3,680) 
 

($1,296) 

 

Dues & Subscriptions 

 

($524) 
 

($935) 

 

Transportation 

 

($1,982) 
 

($994) 

 

Parking & Tolls 

 

($522) 
 

($796) 

 

Computer Hardware 

 

($750) 
 

$0 

 

Computer Software 

 

($200) 
 

$0 

 

Misc & Admin 

 

($32,650) 
 

($74) 

 

OPERATING LOSS 

 

($528,372)  

 

($327,782)  
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NET LOSS 

  

($148,684)  

 

($271,398)  

 

Net loss per common share 

    

 

  basic & fully diluted 

 

** 

 

** 

 

Weighted average common 

    

 

  shares outstanding - basic and fully 

diluted 

 

375,383,478   

 

2,853,835,442  

        

 

** Less than $.01 

    

        The accompanying notes are an integral part of the financial statements 

 

 
Item III Consolidated Unaudited Statement of Cash Flow: 

 
 

CALIFORNIA GRAPES INTERNATIONAL, INC.& SUBSIDIARY 

UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOW 

AS OF DECEMBER 31st, 2011 

 

     

12/31/2011 

 

12/31/2010 

CASH FLOWS FROM OPERATING ACTIVITIES: 

   

 

Net loss 

 

($326,851) 

 

($271,398) 

 

Adjustments to reconcile net loss to net  

 

 

 

cash used in operating activities:  

 

 

  

Depreciation $25,016 

 

$32,493 

  

Stock issued to settle the debt  

 

 

  

(Increase) decrease in operating assets:  

 

 

   

Accounts receivable ($163,377) 

 

$(131,519) 

   

Inventory ($302,906) 

 

$(166,050) 

   

Due from shareholders 

  

 

  

Increase (decrease) in operating liabilities: 

   

   

Accounts payable and accrued 

expenses $593,225 

 

$286,325 

        

   

NET CASH (USED IN) OPERATING 

ACTIVITIES ($174,893) 

 

($250,149) 

        CASH FLOWS FROM FINANCING ACTIVITIES: 

   

 

(Repayments) to stockholder loans  

   

 

Proceeds from private placement 

  

$457,000 

        

   

NET CASH PROVIDED BY FINANCING 

ACTIVITIES 

  

$457,000 

        CASH AND CASH EQUIVALENTS: 

   

   

Beginning of period $12,873 

 

$43,058 
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End of period $15,669 

 

$12,873  

        
SUPPLEMENTAL CASH FLOW INFORMATION: 

   

 

Cash paid during the quarter for interest 0  

 

0  

 

Non-cash investing and financing activities: 

   

  

Increase in note payable due to interest 

accrued 0  

 

0  

  

Common stock issued to settle the debt 40,000,000 

 

295,000,000 

        The accompanying notes are an integral part of the financial statements 
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Item IV Consolidated Unaudited Statement of Stockholders’ Deficit: 
 

 
CALIFORNIA GRAPES INTERNATIONAL, INC.& SUBSIDIARY UNAUDITED 

STATEMENT OF STOCKHOLDERS’ (DEFICIT) AS OF DECEMBER 31st, 2011 
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The accompanying notes are an integral part of the financial statements 
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Part “E” Management’s Discussion and Analysis of 

Financial Condition and Results of Operations 
 

 

Item I General:  
 

This discussion and analysis of financial position and results of operation is 

prepared as at December 31, 2011, and should be read in conjunction with the 

unaudited consolidated financial statements for the six months ended 

December 31, 2011, which have been prepared in accordance with US GAAP 

generally accepted accounting principles.  All amounts are expressed in US 

dollars, unless otherwise indicated. Additional information related to the 

Company can be found on www.cagrapes.com 

 

Item II Forward Looking Information:  
 

Statements contained in this document that are not historical facts are regarded 

as forward-looking statements.  These statements may involve risk, uncertainties 

and other factors that could cause actual results to differ materially from those 

expressed or implied by such forward-looking statements. Certain statements 

made herein are forward-looking statements under the Private Litigation Reform 

Act of 1995. They include statements about expected future performance, the 

impact of strategic initiatives and Business Reviews, the ability to remain 

profitable, our ability to forecast and manage inventory levels, the effects of 

rising logistic costs, the success of our cost containment efforts, the continued 

success and benefits of our quality assurance, implementation, timing and 

anticipated benefits of acquisitions. 

These statements are based on management’s current expectations and 

estimates; actual results may differ materially, due in part to the risk factors 

discussed above. Redistribution facility and acquisition timing and results could 

be impacted by competitive conditions, labor issues and other matters. Industry 

growth may be affected by general economic conditions. CGI’s ability to 

achieve anticipated sales volume and its long-term growth objectives, increase 

market shares, meet future cash requirements, and remain profitable could be 

affected by competitive price pressures, availability of supplies, work stoppages, 

success or failure of consolidated buying plan initiatives, successful integration of 

acquired companies, conditions in the economy, and the industry and internal 

factors such as the ability to control expenses.         

 

Item III Nature of Business:  

 
California Grapes International, Inc. is your leader in international wine sales and 

distribution. The current business model of wine distribution and sales in the 

United States and abroad does not provide for an effective sale strategy beyond 

the direct sale of a wineries’ tasting room. The biggest challenge is the absence 

of value being provided to the buyer.  
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California Grapes International, Inc. has developed the necessary plan to 

achieve this “Value Added” sales and distribution model. In looking to 

international markets for the deployment of this plan we have identified and 

developed the necessary marketing, operations and sales support mechanisms 

to help domestic wineries realize the opportunity of international sales.  

 

We provide a sales platform that encompasses the efforts of: 

 Direct Retail sales, 

 Strategic Account sales  

 Wholesale Distribution partners 

 Comprehensive Marketing 

 Wine Education 

 

To accomplish this we have assembled a team with expertise in wine making, 

wine sales, international logistics, business development, distribution sales and 

product marketing. The strengths of our team will have California Grapes 

International, Inc. in five distinct international markets in the next 60 months and 

be number one in international sales of California wines. Our value goes far 

beyond the sales of wine and our model will become the benchmark of the wine 

industry. 

 

There are many international distribution companies throughout the world but 

not one of them focuses on the California wine industry exclusively. Our focus on 

this industry along with our value added support would make California Grapes 

International, Inc. not only successful but also unique!  

 

The China wine market has had an average annual growth rate of 17% by 

volume since 2003 and currently holds a retail value of approximately $7.15 

billion dollars. Euromonitor has projected that this market will increase a minimum 

of 12% annually over the next 5 years, reaching $12.6 billion dollars. Wine has 

come to be seen as a status symbol and as a representation of wealth in China. 

 

California Grapes Retail Store is a California specialty wine retail store designed 

and operated by California Grapes International, Inc. (CGI). CGI targets sales 

from distribution partners, direct to venue customers and retail consumers by 

offering the most comprehensive and diverse California Wine portfolio offered 

outside of the United States. The CGI environment will surely stand out from the 

current market providers in China; it can further be net-worked with major hotels, 

restaurants, supermarkets, wine institutes and other industries to offer a fully 

functional promotions, marketing and education platform. The objective is giving 

international consumers an affordable and sensory rich experience found in the 

traditional tasting rooms of California while creating a sophisticated offering and 

destination point associated exclusively with California wines.  

 

CGI is driven by 3 major factors in the California Wine Industry; An abundance of 

supply and suppliers, a fractured and dysfunctional export sales process and a 

lack of efficient and effective sales means and organizations available in the 
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international market. CGI has addressed these issues starting with the source and 

establishing direct relationships with the wineries in building a detailed export 

database like nothing available today. From there we manage and procure all 

local and international logistics along with ensuring all required customs 

documentation and labeling are accurate and correct for customs clearance. 

Once the wines have reached their destination, CGI eliminates all unnecessary 

markups and variables as to what happens with the wine as is most often the 

case today. From this point CGI owns and controls the international operations 

as well. This allows for a level of value and consistency unmatched in the 

industry. CGI can ensure the successful presentation of every winery we work 

with and base international sales on the true value and quality of the wine. As 

our international sales efforts are fundamentally based on marketing, promotions 

and education of customers and consumers, our influence on the market 

directly engages with a B2C focus that currently does not exist and is reliant 

almost exclusively upon B2B price-point driven sales efforts.     

 

The Global Wine Trade represents a huge opportunity for California Wine with 

currently a less than 6% penetration rate. With an export revenue of over 1 Billion 

dollars, over 80% of that figure is accounted for in just Canada and the UK. CGI 

has chosen China to initially focus on as the world’s largest populace nation. 

China has an Imported Bottled Wine market estimated at 377 Million in 2009. This 

represents 15% of the overall wine market in China and wines from California 

share less than 5% of the imported wine sector and less than 1% in the entire 

China market. Wineries attempting to understand the complications of the China 

import process and limited to engaging with an inconsistent distribution structure 

are two main reasons that California has been challenged in this market. As full-

service wine sales, marketing, promotions, education and distribution provider in 

China, CGI can offer solutions to California wineries in one of the strongest 

growing economies and fastest emerging wine markets in the world. 

 

CGI expects to profit from retail consumption and sales, memberships, Internet 

sales, private events, direct to venue placements and specific channels of 

distribution. We project each store at over $500,000USD annual sales with 30% 

average profit. Start-up cost including licenses, permits, and inventory is 

$150,000USD per location; running cash requirement for the first year is 

calculated at $150,000USD per store. We expect to break-even by the 8th month 

in business and minimum 500% increase in bottom line within 3 years. CGI will 

launch its 1st store in Beijing by end of mid 2011 and a minimum of 7 stores within 

3 years in business. 

 

Start-up cost and operating expenses are the two main cash exposures in event 

of not enough sales to support cash-flow. Operating expenses are accumulated 

on a monthly basis and may be reduced along the way. The actual out of 

pocket cash is the start-up cost including furniture and equipment which may be 

liquidated approximately 25%~30% value if store(s) cease to operate.  

 

Our mid-term goal is to have 10 stores by end of the 5th year in business and bring 

the company value to over 5-million dollars. Our long-term goal will involve 
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studies on value per-store versus market potential upon future appraisals. We 

believe the structure of this foundation will result in large sales performance and 

brings interest to investors and buyers locally and internationally. 

 

CGI’s California wineries are anxious to participate in this plan by supplying 

sample inventory for market research and consumer feedback. California 

Wineries receive a tremendous amount of international sales inquiries on a 

monthly basis. CGI will be developing and implementing a service based model 

for the wine industry to respond to and qualify these inquiries. Today, over 90% of 

these inquiries go unanswered as the typical winery has no effective resource to 

provide a sale of less than a container shipment (even if it is only a partial 

container) for these potential customers. In working closely with the various 

Grape Grower and Winery associations, CGI will be able to fulfill on these partial 

sales by providing the sales qualification, management and consolidation 

service not available today. This strengthen our position in the wine industry and 

provides a point of structure in an otherwise very fragmented and highly 

protective environment. This plan provides profit for all parties and we are 

committed to benefit everyone involve. 

 

China is one of the largest economic nations and will continue to grow for at 

least another 10 years. Further, earnings in this plan are expected to increase 

significantly. The study is done on a worst-case scenario basis but, the stronger 

Chinese Yuan (RMB) will also significantly contribute to the bottom line. As the 

benefits have been well documented and the methods well defined, the 

advantage of generating international revenues provides for many opportunities 

to maximize revenue and profit realization. As the opportunity being presented 

by CGI is truly global in nature, the expansion beyond China into other emerging 

economies will allow for CGI to establish very dynamic financial strengths not 

available to a traditional USA bound corporation. Effectively managing currency 

exchange could easily provide an additional 2-3% in the bottom line for CGI.   

 

 California Grapes Retail Store 

An increasing number of western life-styles are found through out major cities in 

China. With rapid economic growth and an increase of earnings per capita, 

China’s spending habits have turned from traditionally conservative to more 

luxurious in life-style, especially in the group between 25~50 years of age.  

 

Social status represents a very important part of the life-style in China. From 

friendly-gatherings to business meetings, places like coffee shops and authentic 

beverage hangout spots are filled with consumers from opening until end of 

business hours.  

 

California Grapes Retail Store (CGI) provides consumers a place to enjoy and 

experience a typical California Winery tasting room atmosphere away from their 

day-to-day life in China. Different from the earsplitting shops and hangout spots 

(which are very common in China), customers will be able to enjoy a 

conversation without having to raise their voices or just having a moment to 

themselves with a glass of world-class California wine. CGI is envisioned by CGI 
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to brining “California Winery” experience to China without having to travel to 

California. 

 

 CGI Store 

Every retail store will have storefront podium at the entrance filled with selections 

of California wines, a bar for tastings, common area with tables, sofa and chairs, 

and VIP rooms for CGI members and functions. All employees in the store are 

trained with extensive knowledge of California Wine production, regional 

characteristics, labels carried, winery and winemaker details, traditional tasting 

and food pairing notes and a solid understanding of the fundamental “Old 

World” vs. “New World” wine differences. This is also a great moment to educate 

China consumers on California wines and other wine-related information. 

 

Tasting events will be scheduled on a regular basis for VIP customers including 

purchasing and decision makers from local restaurants/hotels, CGI wine club 

members, strategic social clubs, news/media personnel and key distribution 

partners to continually expose the broad array of CGI’s winery representations 

including new arrivals, promotional offerings or featured varietals. As CGI 

establishes strong relations with our winery partners, we also have the ability to 

have direct winery representatives come to Beijing and host special events at 

both our customers key restaurant/hotel venues as well as retail locations. 

Winemaker Dinners and functions will be planned for on a quarterly basis due to 

the marketing and promotions efforts put behind them. The store is available for 

hire to hold private and business events and with a minimum cover-charge, VIP 

rooms are available for members to greet or host their guests. Live music such as 

piano, guitar or strings is optional and will be evaluated on overall effect and 

consumer feedback.  

 

CGI will also provide for consumer and corporate level “wine appreciation” 

courses. These courses will be provided for a fee and will provide “Certificates of 

Completion” for the participants. As the international business community values 

wine knowledge and appreciation as a fundamental business requirement, this 

business segment is largely subserviced and by putting the efforts into both 

consumer and corporate training, CGI will be building long term customers of 

California Wine. 

 

In addition to offering California wine knowledge and information, CGI can 

provide California wine tours package by networking with China and California 

travel agencies and tourism boards to provide complete packages. CGI also has 

specific winery partners that can offer accommodations directly onsite at the 

winery for key personnel, VIPs, strategic partners and top customers.  

 

 CGI Direct Sales 

CGI Direct Sales Representatives will target all local bars, restaurants, hotels, and 

institutes with a traditional wine sales effort. The foundation of the CGI Retail 

Store will provide for a cross-promotional offering that will allow the traditional 

sales methods a greater “Value” proposition and selling selection than available 

today. The ability for the Direct Sales Reps to schedule appointments at the CGI 
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Retail Store with the respective wine buyers at the accounts being targeted 

provides for a sales presentation to be very customized and far in excess of the 

traditional 6 wine bottle bag limitations. This will ensure a much greater rate of 

sales success and penetration into the venue’s wine list and sell-through rates. 

The CGI Direct Sales approach is based on marketing and promotions and 

positions each placement as a potential ROI to each venue. With the dynamic 

marketing and promotions programs developed by CGI, it requires our sales 

representatives to change the traditional wine sales approach into a solution-

selling scenario. With venue specific “by the glass”, menu item pairings, drink 

cards and retail based venue discounts the direct sales staff will be able to show 

definitive results to the specific venues on our ability to drive business to their 

locations. By becoming a driving force in directing consumers to the venues CGI 

will also be able to directly influence restaurant customers to visit and purchase 

additional wines at the CGI Retail Stores by way of “Red Envelope” discounts. 

The CGI cycle of business will directly influence traffic to our retail store and to 

our restaurant customers. This scenario is not available in the USA as the 

regulations of 3-tier distribution prevent the ability to fully cross promote alcohol 

sales.   

 

 Events, Promotions, and Group Purchase 

Each month, CGI will have promotional events to solicit direct consumers and 

CGI Wine Club members. Seasonally, large organizations, including government 

agencies, will purchase volumes of quality California Wines in the traditional 

giving of gifts. With manufacturing networks, CGI can package and tailor-make 

wine gift-sets for buyers to meet their occasion’s specific needs. The seasons are 

usually, Chinese New Year, Golden Week, Moon Festival, National 

Independence Day, and company anniversaries.  The “seasonal purchase” 

market for California Wine is a substantial upside. The current market position 

enjoyed by the French Wines means that the gift givers are looking for something 

new, unique and of substantial value. California Wine is the product that will fill 

this need and CGI will be the supplier.  

 

 Internet Sales 

The Internet is a total different market and requires separate study and planning. 

For the time being, CGI is considering label specifics for Internet sales by working 

through a third-party Internet store such as: 

 

 Yihaodian    

 Allibaba 

 360buy 

 Tobao 

 

 Geographic Study 

CGI headquarters and the 1st protocol store will be located in the capital city, 

Beijing. 

 

Additional stores will be located in other regions below: 

Region  1st Selection 
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Northern   Beijing (Prototype) 

Eastern   Shanghai 

Southern   Guangzhou 

SAR   Hong Kong 

SAR   Macao 

South-Western  Chengdu 

 

City selection is based on each population, GDP, and Per Capital Disposable 

Income. 

 

 Competition and SWOT Analysis 

Store competitors will be local bars and wine shops. CGI has the advantage in 

atmosphere and product selections that set us apart from the existing 

competitors. With the ability to manage cost from winery to consumer, CGI is 

able to offer extremely competitive pricing unlike current market competitors’ 

trading method and typical 200-300% mark-ups.  

 

Distribution, Group Purchases, and Internet Sales competitors are the local and 

national wine distributors. CGI is at equal opportunities with these organizations 

and will have the distinct advantage of being the California Wine distribution 

specialist in the market. CGI will attract clients for distribution of all sizes and sell-

through channels.  

 

China wine market is divided by Domestic, Old-World (i.e. French, Italian, 

Spanish), and New-World (i.e. Australia, Argentina, Chilean and USA) wines. 

Large distributors like ASC and Montrose offer selections from all over the world 

with very limited USA products while most local distributors are only able to offer 

limited regions and brands that will most likely not include USA produced wine. 

CGI takes advantage of being a California Wine specialty store/distributor and is 

expect to out-perform all local distribution with “direct from winery” resources. 

We expect buyers to inquire with CGI when they are looking to buy California 

Wines and if they decide to buy directly from a California Winery, CGI expects to 

have that business referred back to us. The nature of our end-to-end solution is 

designed to capture most international business very effectively.  

 

Strengths 

CGI is a California Wine specialty store that will focus on the “Business to 

Consumer” approach for marketing, promotions and educational sales activities. 

CGI will represent the largest complete selection of California Wines outside of 

the USA. This is the first and only specialty wine chain store in China with oversight 

and engagement level directly from the winery in California to the consumers in 

China. CGI becomes the virtual extension of the tasting rooms in California that 

will offer an in-depth experience and combination of education and social 

environment built into the same location.  

 

Weaknesses 

This is a new concept without histories to study and reference with. California 

Wineries may not be willing to support export sales. Involved logistics 
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requirements and lengthy shipping times will demand precise inventory control 

and management systems.  

 

Opportunity 

There is a huge market opportunity for California wines in China. Despite the RMB 

value increase, the accumulation of direct CGI Retail chain-stores will double or 

triple the return in a matter of few years. Increased supply inventories of 

California Wine will provide more motivated winery partners looking for 

international revenues. As California is the 4th largest producer of wine in the 

world, very little international market penetration outside of Canada and Europe 

which accounts for over 80% of the California Wine exports today. Today, 

California exports just over 1 Billion in both bulk and bottled wine. Inquiries for CGI 

Retail shops have already been discussed with potential partners in Brazil, 

Columbia, Singapore and West Africa. CGI has also discussed business 

opportunities in the Philippians, Australia and Taiwan with potential distribution 

partners.  

 

Threats 

One of the biggest potential threats is employee qualification. CGI store 

employees are expected to professionally greet and interact with customers. The 

overall customer service candidates in China are still known as air-headed and 

may be a potential threat to the day-to-day customer service. This threat 

however, can be minimized by study each employee’s characteristics at time of 

interview and by going through a training program before attending customers. 

CGI could further minimize local employee challenges by having qualified 

California Sales Expertise available for international deployment of long-term 

engagements (2 or more months at a time per location). 

 

 Organization 

CGI is headquartered Nevada, USA with two subsidiaries one in Hong Kong and 

a WOFE “Whole Owned Foreign Entity” in Beijing, China.  

 

 Legal Requirements  

CGI’s China Subsidiary carries all the necessary, permits and legal requirements 

to import, distribute and sell at the retail level any Wine, Beer and Spirits.  

 

 Inventory 

CGI inventory is supported by the California wineries and is provided with 

guarantee of quality. Due to the nature of wine being a living product, certain 

imperfections and flaws can occur during the production process. As most of the 

wines being represented by CGI utilize natural cork enclosures, a certain failure 

rate of less than 2% is expected causing the wine to become unsellable. Winery 

policy is to credit defective products on future orders when this situation arises. 

The process of shipping wine by ocean freight will include CGI, on every 

shipment, to try and negotiate directly at time of loading preferred placement 

on the ship. Our success in this process will allow for CGI to ship in “dry” vs. 

“refrigerated” containers during certain times of the year. CGI will then employ 

the use of thermo blankets and temperature recorders to ensure integrity of our 
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shipment and satisfy the insurance providers. This process reduces logistics costs 

for ocean cargo by up to $3000 USD per container.  

 

Each CGI Retail Store will carry a target of 200+ Wineries and a minimum of 2 (12 

bottle) cases per label at all times. These in-store inventories are placed in a 

temperature controlled storage room and can be accessed only by store 

management or designated staff. A daily inventory report is logged to ensure 

sufficient supplies for upcoming businesses and complete accounting 

reconciliation for direct feedback to with each winery being represented. This 

inventory control system will be automated in the future as discussions with 

software provider are ongoing with our unique set of requirements. CGI is 

currently looking for an opportunity to become a showcase/testimonial account 

for an inventory and logistics software provider. 

 

Inventory for distribution will be kept in Beijing, China as the order patterns of our 

distribution partners’ demand. As distribution products are primarily exclusive to 

each unique distributor, all new orders will be procured from the winery at time 

of solidified, confirmed and paid orders.  Samples for potential distributors will be 

kept in inventory in Beijing China and will specifically selected for distribution and 

will not conflict with the offerings being made through Retail or Direct sales 

efforts to ensure any adverse brand activity does not affect the potential 

salability of CGI wines. A weekly inventory report is logged to ensure sufficient 

supplies for upcoming businesses and complete accounting reconciliation for 

direct feedback to each winery.  

Pricing 

 

CGI will present different prices for Distribution, Direct to Venue, and In-store 

Retail and consumption.  We foresee to carry 60% under retail $25USD a bottle, 

25% between retail $30-$50USD) a bottle, and 15% retail over $60+USD a bottle.  

 

Below study will identify each ideal ex-factory pricing. The study involves USD 

currency. 

 

 Delivery from winery to consolidation hub, estimate at $150 every 50 cases 

 Documentation processing fee $100 per label 

 Each 20-foot container loads 980 cases (or 11,760 bottles). The cost of logistics 

from consolidation hub to China with marine insurance is estimated at $3,800 

(refrigerated container) 

 China customs entry and CIQB (China Inspection and Quarantine Bureau) 

fees $500 per container 

 China customs duty VAT and consumption taxes equals 54% of Performa 

Invoice 

 China domestic transportation from port to logistics hub $500 per container 

 China domestic trucking from logistics hub to same region cities $10 per case 

 For every 1,000 cases, cost per bottle to ship from winery to China logistics 

hub is $0.70 

 

 The market Low-end  
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Retail pricing is sold at approximately $14 a bottle. Most of these low-end pricing 

wines are domestic production; some are labeled as import wines but bottled in 

China. These China-bottled import wines are usually blended with domestic juice 

and sold through private distribution channels.  

 

 The market Mid-tier  

Pricing is the most competitive market; a wide range of different regions are 

found in this market, retail $20 to $45 a bottle. French, usually known as the most 

expensive wines in China, has recently entered the mid-tier market with wine 

being retailed at around $20 a bottle.  

 

 The market High-end  

Retail is very popular in the prestige group of wine drinkers and several group 

purchasers, especially in the government agencies. “The pricier the better” 

concept is within all Chinese and works very well as an opportunity to up-scale 

individual’s social status. 

 

The market responds quickly to new-world wines, i.e. Australia, New Zealand, 

Chile, and the USA, especially California wines. Enquiries for California wines are 

increasing and are predicted to be “hot item” in the new-world wine market. 

 

 Supplier Inventory Program 

As CGI continues to develop a uniform industry standard for export sales, we will 

be promoting and encouraging several policies that will benefit CGI. As the sales 

volume can allow for a consistent order being placed with the respective 

wineries, these policies will become mandated for expansion into other CGI 

markets. The policies are as follows: 

 

1) Sample Policy – Currently there is no standard and can range from a 1free in 

5 cases purchased to a 1 in 10 scenario. CGI will be looking to establish a 2 in 

10 standard. This will allow for a 16.6% standard to base promotions and 

marketing efforts on in the international sales. 

2) International Labeling – Some wineries today will provide export labels for free 

and some will require a fee of up to $1.00 per bottle. CGI will be working with 

the wineries in establishing a free “labeling for export” requirement upon us 

providing the completed, translated and verified label images to be done 

before the wine is shipped from their warehouse. For those wineries that do 

not have the “in-house” capacity, a potential credit for this requirement will 

be another possibility. 

3) Domestic Consolidation – Some wineries will send, at their own expense, the 

order to our consolidation point and some will not. This fee that CGI incurs will 

be negotiated and become standard for the wineries being shipped in our 

orders to have their wine delivered or picked up at their own expense to our 

consolidator. 

4)  Export Pricing – As the standard Ex-Factory pricing is 50% of CA retail, this is a 

substantial place to start with the CGI procurement price. We do have 

several wineries that will extend even deeper discounts that are only 

available for export sales. These have been realized as low as 25% of retail 
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cost. With the “cost of sale” domestically increasing on a consistent basis, CGI 

know that once we have a regular ordering pattern established that we will 

be able to negotiate better that a 50% standard for export sales.  

 

Our goal is to create CGI into a platform for all California wineries to extend their 

market into China and enjoy profit more than trading goods here in the states. By 

standardizing our engagement with these few policies, both the wineries and 

CGI will be more profitable. 

 

 Evaluations 

 

Worst Case Scenario 

This plan is organized on a “worst case scenario” basis. We have calculated all 

causes of potential failures to avoid financial lost. 

 

Should sales performance not meet projection numbers by end of 1st business 

year, we will seize the operation and take a loss on freight cost, China duty plus 

taxes, start-up investment, 12 months of operating expenditure, and cash 

reserve, total estimated figure is $315,000. Of this figure, we expect to recover 

$15,000 from the start-up expenditure plus 30% of the gross profit at about 

$70,000, and $30,000 cash, total of $115,000, taking a $200,000 loss.  

 

We will liquidate inventory at ex-factory value so wineries does not experience 

financial lost or we will return the inventory to wineries at our own expense. 

Again, failure is not likely to happen but we are prepared for the worst case 

scenario. 

 

Best Case Scenario 

CGI projects to open protocol store in Beijing by end of year 2011. We expect to 

achieve projected results in time with this very conservative projection.  

 

Upon achieving the result, we plan to open two more stores starting second year 

of business and expect a 400% increase in bottom line by end of second year; 

two more stores at beginning of third year in business and project another 200% 

bottom line increase by the third year.  

 

 Market Study 

This market summary was formulated on the Global Agricultural Information 

Network Report of August 19, 2009 by the USDA Foreign Agricultural Service and 

years of observation in business practice with China. The statistics and indexes 

are cross-referenced with information posted at the National Bureau of Statistics 

of China, the China Customs Import Statistics, and the China Wine Info websites. 

 

 Market Situation 

Since the year 2003, the market has experienced an average annual growth 

rate (AAGR) of 17% by volume and currently holds a retail value of $7.15 billion 

dollars. Over the same time period, China’s imported wine volume base has 

grown by an approximately of 37%, holding a current customs value of $381 
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million (WTA). Imports comprise 18% of the market volume, but are poised to gain 

further market share as domestic production remains in development. 

Euromonitor and the International Wine and Spirit Record (IWSR) projected that 

this market will continue to grow with a minimum of 12% annual increases over 

the next five years.  

 

 Domestic Production 

Local production companies have well-established distribution and marketing 

channels with widely recognized brands. Many domestic brands lack quality but 

are inexpensive. Local wines remain the highest contenders for market share, 

though they have been unsuccessful in capturing the perceived class and allure 

of the foreign wine. 

China’s domestic wine has been under scrutiny for years by oenologists’ 

worldwide who have questioned its poor quality and unregulated production. 

Some critics and wine enthusiasts proclaimed Chinese wine was nothing more 

than “sugar water with some food coloring, alcohol, and grape juice”. 

 

Some domestic producers blend in both imported wine and pure alcohol during 

production and label it “domestics wine”. Some domestic producers justify the 

practices by claiming it caters to consumer tastes. However, the National Grape 

Wine Standard of January 2008 was supposed to eliminate poor quality wines 

from entering the market through the enforcement of the 2005 standard, 

GB15037. Though imported wine is subject to these standards, in the domestic 

market enforcement is inconsistent. 

 

 Import Market 

The blending and unregulated production methods of China’s past have left the 

quality market niche wide open. Since 2003, foreign wine imports to China have 

grown 274% in total volume; 464% since 2001. In contrast, during the same five-

year period, since 2003, the total market has grown by 91%. Import growth has 

hovered close to the actual volume added to the total market, significantly 

surpassing it in 2006 and 2008. This reveals that either new consumers are more 

likely to buy imported wines, or existing consumers are buying more or trading up 

to a foreign brand. Either situation bodes well for the future of the import market. 

 

China’s demand for wine has attracted exporters around the world. In the last 9 

years, over 70 countries have tried entering this market. In 2008, just over 50 

countries exported wine to China, the decline showing that the market is not for 

everyone. France is the import leader controlling 39% of the market’s value, 

followed by Australia’s 20%. Though the United States has experienced 

tremendous total growth this decade, in value by 912% and volume by 618%, we 

are still no more than 6% in the imported wines’ sector. This illustrates the point 

that the Untied States, much like the rest of the world, has found it difficult to 

keep up with French or Australian wine export growth to China. The United States 

maintains a trade surplus with China in the agricultural sector and U.S. products 

are highly regarded as both safe and the best in quality. However, the United 

States is not recognized as a quality wine producer, or a wine producer at all in 

some cases, by the Chinese consumer. Recognition of the United States as a 
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The Burgeoning middle and upper classes

promise high future growth.

Consumer market is young and generally

unfamiliar with all aspects of wine.

Brand loyalty and affordability determine

consumption.

Wine drinking practices vary greatly from

Western norms.

Sizable expatriate populations, predisposed

to wine, live in metropolises of China.

major wine producer is the biggest obstacle for U.S. wine exporters to China. 

 

Of the $381 million import market, $276 million was sold in bottled form in 2008, 

with France the leader in this as well, controlling 46% of the market’s value. Chart 

1 shows current market shares, in terms of value, for imported bottled wine. A 

point that is even more telling of France’s dominance is that over the past 3 to 4 

years, while all other top countries aside from Argentina have lost market share, 

France has gained, in terms of value, for both the bottled and overall market. 

The bottled market is presenting itself as an area of comparative advantage for 

U.S. wine. The United States is ranked forth place in the imported bottled market. 

This in contrast to positions as low as seventh in terms of bulk wine volume. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Consumption Recap 

The diverse groups of consumers can be categorized as below: 

 

Wine Connoisseur  

 Small percentage of the Chinese population 

 Between 40~60 years of age 

 Deeply influenced by the western drinking and cuisine culture 

 Very particular in their drinking criteria  
 Has great purchasing power 

 

Wine Enthusiasts 

 3rd largest consumer group 

 Between 25~35 years of age 

 Attracted by western cultures but is exposed to limited wine 

information 
 Prefer easy-to-drink style wines, balanced acid/tannin level, creative and 

informative packaging with affordable prices 
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Traditional-Alcohol turned wine drinkers 

 2nd largest consumer group 

 Between 40-50 years of age 

 Consumes Baijiu, changing to wines due to various reasons, i.e. fashion 

and health issues 

 Wine may not be the best choice to this group but is a “must drink” in 

their social environment 

 Particular taste in sweets, low in acid and tannic 
 Diverse purchasing power 

 

Indifferent Drinkers 

 The largest group 

 Between 25~55 years of age 

 Used to low cost traditional alcohol 

 Taste preference is the same with traditional-alcohol turned wine 

drinkers 

 Careless in varieties and appellations 

 Price and taste are the major concern 
 Low purchasing power 

 

 Non-Drinkers 

Non-Drinkers are rare in the Chinese culture. Under age children or elder women 

may fall into this group, but very small in numbers. 

 

 Marketplaces/Supermarkets 

Similar to the western supermarket arrangement, there are sections for wine 

display, separated by domestic and import wines. Wines found at this place are 

averagely in low-to-mid pricing range, below 200 RMB a bottle. Supermarkets 

can be found at all major and 2nd tier cities. 

 

 Specialty Stores/Wine Shops 

These stores carry import products, food products, and name brand products. 

Wines in these stores are averaging in mid-to-high pricing range, 100 RMB and 

above. These stores can be found mostly in major cities.  

There is a fast growing trend of wine shops in major cities. Consumers can wine 

tastes and purchase bottles up to a cases of wines from these shops. The overall 

retail price in wine shops are lower with certain purchase quantity, i.e. 1 case of 

12 bottles wine.   

 

 Restaurants and Hotels  

Sizable restaurants provide private rooms, each seat about10~15 people. 

Consumption is either by glass or by bottle(s); using a room of 10 people for 

example, with Chinese style entertainment, consumption can be over 20 bottles 

a night. Price range is 100~400 RMB a bottle. 

 

 Nightclubs 

Chinese businessmen spend up to 5 nights a week entertaining customers, 
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guests, or out of town visitors and always end up being at a Chinese nightclub 

(aka hostess club).  The club size may be an entire floor in some local hotels or up 

to a 6-floor building in major cities. These clubs are styled in private room 

entertainment; each club is equipped with 10~200 private rooms, size varies from 

5~30 people capacity a room. The club structure often doubles or triples the 

consumption volume, general price range is 200~600 RMB a bottle. 

 

 Government or Group Purchase 

District governments or large corporations work through their individual 

connections to purchase large quantity of wines and either use as gift, entertain 

their guests or use for their private gatherings. Price points are either low or high 

priced wines. These types of buyers especially love to purchase “Reserved” or 

“Limited” wines to show off their authority and status. 

 

 Growth Potential 

Members of the National People’s Congress in their general assembly meeting 

trumpeted the health benefits of grape wine consumption over traditional 

grains-based wine, Baijiu. The effects of such a stance have been amplified due 

to a flurry of food safety scandals and growing health concerns. 

 

China’s unparalleled economic growth of 9.9% GDP per year, over the past 

decade, is providing new income to consumers and giving them the opportunity 

to purchase new products to pair with their newfound higher standard of living. 

In China, wine is a symbol of wealth and living well, and is purchased to solidify 

the burgeoning middle class’s arrival to affluence. 

 

Since China established its currency (RMB), it has pegged its value to the US 

dollar at various set points, until 2005 when China partially lifted restrictions 

allowing the currency to adhere to a floating exchange rate. Since then, its 

value has appreciated by 21% against the dollar, furthering the population’s 

ability to purchase higher quantities of luxury imported products such as wine. 

In the gift giving culture of China, alcohol has traditionally been a staple but 

usually in the form of harder liquors. Fueled by wine’s prestigious image, it is 

increasingly becoming a common gift to friends, family, and business associates. 

Evidence of this can be found in the high sales spike around the Chinese Lunar 

New Year, typically in January or February. 

 

China has a combination of alcohol tradition and value conception especially 

when hosting guests and gift-giving. Chinese have a culture of “respects” that is 

associated with alcohol, drinking style is always “bottoms-up” even with wines. 

The Chinese “value conception” is based on the belief that imported products 

are the best and consumers often make decisions by the concept of “import 

value” over the “product value”. 

 

Wine has became high-fashion and represents a “rich” image. A small amount 

of wine connoisseur in China selects product upon tasting preferences, rest of 

market falls on value conception and image carrying or blindly follow the market 

trend. 
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California-style is becoming the next import wine trend. This may be a result of 

currency factor or talks of USA wines amongst China consumers. Regardless the 

reasons, California style fans are growing with limited supplies flow around China. 

 

Item IV List of Outside Providers: 
 
USA Corporate Attorney 
Whitley LLP Attorneys at Law 
11767 Katy Freeway Suite 425 
Houston, TX, 77079 
United States 
Mr. Samuel Whitley 
 
USA Corporate Accountant 
Jerry Jones, CPA 
A Professional Corporation 1495 Ridgeview Dr., Ste 115 
Reno, NV 89519 
(775) 828-0767 • Fax: (775) 348-9518 
 
China Corporate Attorney 
Beijing Century Law Firm 
Room 512, Tai Peng Tower, No. 10, Zhong Guan Cun Er Jie, 
Haidian District, Beijing 
Mr. Wang Ming 
13911878175 
 
China Corporate Accountant 
Beijing Influence World Registration Attorneys 
Room 905, Hao Cheng Center, No. 6, Zuo Jia Zhuang Zhong Jie, 
Chaoyang District, Beijing 
Mr. Chu Xinbo 
13811620053 
 

Item VI  The Nature and Extent of the Issuer’s Facilities 
 

CGI leases an office and a warehouse located in Beijing, China.  Both of the facilities 

are in fair condition.  The office is leased monthly for $1,429.50 per month and the 

warehouse is leased monthly for $3,811.80 per month. 
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Part “F” Legal Proceedings 

 
The Company is not a party in any material legal proceedings or administrative actions 
at this time. 
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Part “G” Defaults Upon Senior Securities 

 
The Company has not been in default of any senior securities. 
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Part “H” Issuer’s Certifications 

 
We the Board of Directors of California Grapes International, Inc. Incorporated in the 
State of Nevada, Certify that: 
 

1. The Board of Directors has reviewed the Company’s Information and Disclosure 
Statement submitted to the OTC Market. 

 
2. Based on the Board’s knowledge, this disclosure statement does not contain any untrue 

statement of a material fact or omit to state a material fact necessary to make the 
statements made, in light of the circumstances under which such statements were made, 
not misleading with respect to the period covered by this disclosure statement; and 

 

3. Based on the Board’s knowledge, the financial statements, and other financial information 
included or incorporated by reference in this disclosure statement, fairly present in all 
material respect the financial condition, results of operations and cash flows of the issuer 
as of, and for, the periods presented in this disclosure statement. 

 

 
 

 

 

  
_________________________________________ 

Jeff Crittenden  

CEO/Secretary 
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Part “I”  Exhibits 
 

Item 1 Material Contracts  
 

Exhibit I Leases 

Exhibit II Peoples Republic of China Corporate Licenses 

Exhibit III Employment Contracts 

 

Item 2 Articles of Incorporation 
 
Exhibit IV Articles of Incorporation 

 

 

Item 3 Purchases of Equity Securities by the Issuer and Affiliated Purchasers  
 

None 
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Exhibit I Leases 
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Exhibit IV Articles of Incorporation 
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Exhibit II Peoples Republic of China Corporate 
Licenses 
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Exhibit IIIEmployment Contracts 

 
EMPLOYMENT CONTRACT 

 
Employment contract between California Grapes International, Inc. (“employer”) and Frank 
Yglesias (“employee”) of May 31st, 2011. 
 
Whereas 
 
The employer desires to contract the services of the employee in various facets of the business 
for a period of 5 years commencing on DATE, situated in 2360 Corporate Circle Suite 400 
Henderson, NV 89074, in the particular role of Executive Vice-President China Operations 
“E.V.P.”. 
 
Now Therefore it is agreed as follows: 
 
Terms, Remuneration, Benefits, Leave and Other Conditions 
 

1. The employer agrees to pay the employee a base salary of $125,000.00 per annum 
payable by equal, monthly payments. 

 
2. The employer may from time to time introduce and operate various incentive or bonus 

schemes to promote the best interests of the business. At the sole discretion of the board 
of Directors, the employee may be entitled to participate in such schemes. For the first 
three months of employment the employee shall not be entitled to a bonus. 

 
3. The employee shall be entitled to all normal staff benefits including statutory holidays, 15 

days annual leave (timing by mutual agreement), after six (6) months service and 
concessions from time to time granted by the employer. Such concessions may include 
agreed study/education time to complete tertiary qualifications. 

 
4. Should the employee’s employment continue beyond six (6) months, the employee shall 

be entitled in each ensuing period of twelve (12) months up to five (5) days paid “special 
leave” which may be applied for when: 

 
a. sick, (if more than two days a doctor’s certificate is necessary) 
b. the spouse, partner or a dependent is sick 
c. a family bereavement which requires leave 

 

5. After twelve (12) months continuous employment with the employer, the employee is 
entitled to “parental leave”. 

 

6. The employer will reimburse the employee all business related expenses, such as travel, 
accommodation, telephone tolls call charges and other expenses on presentation of a 
receipt and monthly expenses statement from the employee. Within this, the employee will 
be entitled to claim reimbursement of the following additional expenses: 
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7. The provision of a motor vehicle does not form part of this agreement and will be 
discussed as a separate arrangement. A separate Motor Vehicle Lease Agreement is 
attached. 

 

 
Duties and Responsibilities 
 
The employee shall carry out the duties of E.V.P., initially directly responsible for: 
 
a. Develop and implement operational policies, strategic plans, and Annual Operating Plans to 
guide the CGI within the limits prescribed, delegated authority, and the framework of the 
strategic directions approved by the Board. 
b. Operate the CGI within established policies, maintain a regular policy review process, and 
revise or develop policies for presentation to the Board. 
c. Ensure the CGI operates within all regulatory requirements. 
d. Ensure the CGI operates within approved budgets and operating plans. 
e. Keep abreast of issues, which may significantly impact the CGI. 
f. Ensure the CGI meets audit requirements. 
g. Create and maintain an organizational environment that promotes positive staff morale and 
performance. 
h. Ensure effective human resources programs are developed and maintained to support the 
strategic goals of the CGI (includes recruiting, performance management, training, succession 
planning, employee relations, and compensation). 
i. Direct, motivate and maintain a competent, well-trained, flexible and responsive staff capable 
of meeting current and future needs. 
j. Develop and recommend the overall CGI organizational structure and staffing to the Board. 
k. Develop and maintain an annual Board-approved plan for the development and succession of 
management. 
l. Responsible for the financial accounting of the company. 
m. The employee's performance against agreed target will be reviewed at least every twelve 
(12) months with the Board of Director 
 
In performing the duties, the employee shall diligently and faithfully serve the employer and use 
his/her best efforts to promote and protect the employer’s interests. The employee shall devote 
the time and effort exclusively during normal business hours to discharge the duties. The 
employee may be asked to work outside these hours from time to time by a supervisor. 
 
 
Confidentiality, Security, and Respect for Individual Rights 
 

1. The employee and the employer acknowledge that the terms and conditions of this 
agreement are to remain confidential. 

 
2. No raw materials, stock, finished goods, or other property of the employer, its customers 

or suppliers, shall be removed from the premises without the specific approval of the 
employee’s supervisor or another Manager. 

 
3. The employee acknowledges that he/she has read, understood and agree to the company 

information, policies and health and safety guidelines in the “Employee Manual”. 
 



INITIAL COMPANY INFORMATION AND DISCLOSURE STATEMENT 2011 
 

69 | P a g e  
 

4. The employee shall respect and understand the individual rights of other staff at the 
employer. 

 
Intellectual Property and Other Business Interests 
 

1. Except under proper performance of the employee’s duties, the employee shall not divulge 
intellectual property information obtained, generated or acquired through employment 
regarding the business affairs, property, customers, clients, staff or principals of the 
employer. 

 
2. The employee shall assign and disclose promptly to the employer any and all ideas, 

designs, inventions, developments or like when made in whole or part by the employee in 
the course of his/her employment, and to make and maintain adequate and current 
records thereof. 

 
3. The employee shall not during the continuance of employment be employed, engaged, 

concerned or interested in any other business or any business which may compete in an 
material respect with the employer without the prior written consent of the employer. 

 
Termination 
 

1. It is agreed that either party may terminate this employment contract by eight (8) weeks 
prior written notice or the employer may elect to make payment in lieu of such notice. 

 
2. The employer may terminate the employee’s employment without notice or payment 

(except as require by law) upon the occurrence of any of the following events: 
 

 The employer considers that the employee is guilty of serious misconduct which in the 
opinion of the employer justified summary dismissal. 

 The employee be guilty of any willful breach or continued neglect of duties or terms 
expressed or implied by this agreement or any duties which may from time to time be 
properly assigned to the employee. 

 In the opinion of the Board of Directors the employee has conducted himself/herself 
(whether or not in the course of his/her employment) in a manner likely to bring the 
employee or the employer into disrepute. 

 If in the opinion of the board of directors, the job position filled by the employee becomes 
redundant and the employer does not consider the employee suitable for any other 
position that is available, or there is no other position available, the employee will be 
entitled to eight (8) weeks prior written notice or the employer may elect to make 
payment in lieu of such notice. 

 
3. Upon termination of the employee 's employment under this agreement for any reason 

whatsoever the employee must immediately return to the employer all types of documents 
and copies thereof within the employee's possession or control that relate to the 
intellectual property, affairs and business of the employer.  
 

4. All physical property of the employer or property under the contractual control of the 
employer must immediately be returned to the employer. 

 
5. Upon the termination of employment, the employee shall be entitled to be paid in respect 

of the annual holiday earned by the employee that have not already been enjoyed and 
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shall refund to the company, the wages in respect of holiday enjoyed by the employee that 
have not already been earned. 

 
6. From the time of termination of employment the employee shall not for a period of twelve 

(12) months directly or indirectly solicit competition for the custom of the employer clients’ 
who were clients within twelve (12) months prior to termination of the employee’s 
employment, use the intellectual property of the employer or in any way be involved in a 
similar competitive business. The employee shall not directly or indirectly offer 
employment to any person who is or had recently been an employee of the employer. 

 
7. This clause is intended to apply for the period specified after the date of the employee’s 

termination of employment and whilst the employer continues trading in its present 
business activities. 

 
Illegality 
 

 If for any reason a provision of this agreement be declared invalid or unenforceable the 
remaining provisions shall not be affected or impaired. 

 
Signatures and Endorsements 
 
 
 
______________________________________________________________ 
Officer 
California Grapes International, Inc 
 
 
______________________________________________________________ 
Employee 
in the presence of the undersigned witness. 
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Bonus Agreement 

 
Mr. Yglesias, 
 
Your bonus program commenced as of May 31st, 2011 and consists of five (5) periods, each of 
which is twelve (12) months long ending on June 1st, in each of the years 2011 through 2016 
(the "Bonus Periods"). 
 
Your bonus entitlement for each Bonus Period is $500,000 and will be paid to, or on your behalf, 
as follows: 
 

1. You must be an employee of the Company on the first and last days of each Bonus 
Period, except in the event of your death or disability (as defined for purposes of 
determining eligibility for Social Security disability benefits) in any Bonus Period. 

 
2. In the event of your death or disability, your entitlement, will be prorated for the period of 

time during the Bonus Period during which the Company actively employed you. 
 

3. California Grapes International, Inc. (the "CGI Stock") registered on any stock exchange 
at a 0.01 per share on at least 1 day in each Bonus Period; provided, however, in the 
event of your death or disability, the stock price must be attained within 90 days after 
either of said events, even if said 90 days extends into the next Bonus Period, unless the 
stock price was attained earlier in the Bonus Period in which your death or disability 
occurs. 

 
4. Notwithstanding paragraph (1) above, the carried over amount will be paid to you, or on 

your behalf, even if you are not employed on the last day of the subsequent Bonus 
Period and are otherwise ineligible for any entitlement for such subsequent Bonus 
Period. 
 

5. Payment of any amounts owing to you under this Agreement shall be made as soon as 
practicable after the end of the Bonus Period to which the payment relates; provided, 
however, any carried over amounts to which you may become entitled shall be paid as 
soon as practicable. 
 

6. In the event of your death, any such amounts shall be paid to your designated 
beneficiary, or if none, to your estate. 

 

7. In lieu of current payments described in paragraph (4) above, you may elect to defer part 
or all of each Bonus Year's entitlement pursuant to the provisions of CGI’s Deferred 
Compensation Plan by making an irrevocable election prior to the beginning of each 
Bonus Period; provided, however, for the Bonus Period ending July 1st 2011, any 
deferral election must be made within 10 days of your agreement and acceptance of the 
terms and conditions stated herein. 
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This letter constitutes the complete agreement between us in respect to your bonus 
arrangements. If you are in agreement, please so indicate by signing and returning the original 
of this letter. A signed copy is provided for your records. 
 
 
Very truly yours, 
 
 
________________________________________________________________ 
Officer 
California Grapes International, Inc. 
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EMPLOYMENT CONTRACT 

 
Employment contract between California Grapes International, Inc. (“employer”) and Jeffrey 
Crittenden (“employee”) of May 31st, 2011. 
 
Whereas 
 
The employer desires to contract the services of the employee in various facets of the business 
for a period of 5 years commencing on DATE, situated in 2360 Corporate Circle Suite 400 
Henderson, NV 89074, in the particular role of Chief Executive Officer “C.E.O..”. 
 
Now Therefore it is agreed as follows: 
 
Terms, Remuneration, Benefits, Leave and Other Conditions 
 

8. The employer agrees to pay the employee a base salary of $125,000.00 per annum 
payable by equal, monthly payments. 

 
9. The employer may from time to time introduce and operate various incentive or bonus 

schemes to promote the best interests of the business. At the sole discretion of the board 
of Directors, the employee may be entitled to participate in such schemes. For the first 
three months of employment the employee shall not be entitled to a bonus. 

 
10. The employee shall be entitled to all normal staff benefits including statutory holidays, 15 

days annual leave (timing by mutual agreement), after six (6) months service and 
concessions from time to time granted by the employer. Such concessions may include 
agreed study/education time to complete tertiary qualifications. 

 
11. Should the employee’s employment continue beyond six (6) months, the employee shall 

be entitled in each ensuing period of twelve (12) months up to five (5) days paid “special 
leave” which may be applied for when: 

 
a. sick, (if more than two days a doctor’s certificate is necessary) 
b. the spouse, partner or a dependent is sick 
c. a family bereavement which requires leave 

 

12. After twelve (12) months continuous employment with the employer, the employee is 
entitled to “parental leave”. 

 

13. The employer will reimburse the employee all business related expenses, such as travel, 
accommodation, telephone tolls call charges and other expenses on presentation of a 
receipt and monthly expenses statement from the employee. Within this, the employee will 
be entitled to claim reimbursement of the following additional expenses: 

 
14. The provision of a motor vehicle does not form part of this agreement and will be 

discussed as a separate arrangement. A separate Motor Vehicle Lease Agreement is 
attached. 
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Duties and Responsibilities 
 

The employee shall carry out the duties of C.E.O., initially directly responsible for: 
 
a. Develop and implement operational policies, strategic plans, and Annual Operating Plans to 
guide the CGI within the limits prescribed, delegated authority, and the framework of the 
strategic directions approved by the Board. 
b. Operate the CGI within established policies, maintain a regular policy review process, and 
revise or develop policies for presentation to the Board. 
c. Ensure the CGI operates within all regulatory requirements. 
d. Ensure the CGI operates within approved budgets and operating plans. 
e. Keep abreast of issues, which may significantly impact the CGI. 
f. Ensure the CGI meets audit requirements. 
g. Create and maintain an organizational environment that promotes positive staff morale and 
performance. 
h. Ensure effective human resources programs are developed and maintained to support the 
strategic goals of the CGI (includes recruiting, performance management, training, succession 
planning, employee relations, and compensation). 
i. Direct, motivate and maintain a competent, well-trained, flexible and responsive staff capable 
of meeting current and future needs. 
j. Develop and recommend the overall CGI organizational structure and staffing to the Board. 
k. Develop and maintain an annual Board-approved plan for the development and succession of 
management. 
l. Responsible for the financial accounting of the company. 
m. The employee's performance against agreed target will be reviewed at least every twelve 
(12) months with the Board of Director 
 
In performing the duties, the employee shall diligently and faithfully serve the employer and use 
his/her best efforts to promote and protect the employer’s interests. The employee shall devote 
the time and effort exclusively during normal business hours to discharge the duties. The 
employee may be asked to work outside these hours from time to time by a supervisor. 
 
 
Confidentiality, Security, and Respect for Individual Rights 
 

5. The employee and the employer acknowledge that the terms and conditions of this 
agreement are to remain confidential. 

 
6. No raw materials, stock, finished goods, or other property of the employer, its customers 

or suppliers, shall be removed from the premises without the specific approval of the 
employee’s supervisor or another Manager. 

 
7. The employee acknowledges that he/she has read, understood and agree to the company 

information, policies and health and safety guidelines in the “Employee Manual”. 
 

8. The employee shall respect and understand the individual rights of other staff at the 
employer. 

 
Intellectual Property and Other Business Interests 
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4. Except under proper performance of the employee’s duties, the employee shall not divulge 
intellectual property information obtained, generated or acquired through employment 
regarding the business affairs, property, customers, clients, staff or principals of the 
employer. 

 
5. The employee shall assign and disclose promptly to the employer any and all ideas, 

designs, inventions, developments or like when made in whole or part by the employee in 
the course of his/her employment, and to make and maintain adequate and current 
records thereof. 

 
6. The employee shall not during the continuance of employment be employed, engaged, 

concerned or interested in any other business or any business which may compete in an 
material respect with the employer without the prior written consent of the employer. 

 
Termination 
 

8. It is agreed that either party may terminate this employment contract by eight (8) weeks 
prior written notice or the employer may elect to make payment in lieu of such notice. 

 
9. The employer may terminate the employee’s employment without notice or payment 

(except as require by law) upon the occurrence of any of the following events: 
 

 The employer considers that the employee is guilty of serious misconduct which in the 
opinion of the employer justified summary dismissal. 

 The employee be guilty of any willful breach or continued neglect of duties or terms 
expressed or implied by this agreement or any duties which may from time to time be 
properly assigned to the employee. 

 In the opinion of the Board of Directors the employee has conducted himself/herself 
(whether or not in the course of his/her employment) in a manner likely to bring the 
employee or the employer into disrepute. 

 If in the opinion of the board of directors, the job position filled by the employee becomes 
redundant and the employer does not consider the employee suitable for any other 
position that is available, or there is no other position available, the employee will be 
entitled to eight (8) weeks prior written notice or the employer may elect to make 
payment in lieu of such notice. 

 
10. Upon termination of the employee 's employment under this agreement for any reason 

whatsoever the employee must immediately return to the employer all types of documents 
and copies thereof within the employee's possession or control that relate to the 
intellectual property, affairs and business of the employer.  
 

11. All physical property of the employer or property under the contractual control of the 
employer must immediately be returned to the employer. 

 
12. Upon the termination of employment, the employee shall be entitled to be paid in respect 

of the annual holiday earned by the employee that have not already been enjoyed and 
shall refund to the company, the wages in respect of holiday enjoyed by the employee that 
have not already been earned. 

 
13. From the time of termination of employment the employee shall not for a period of twelve 

(12) months directly or indirectly solicit competition for the custom of the employer clients’ 
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who were clients within twelve (12) months prior to termination of the employee’s 
employment, use the intellectual property of the employer or in any way be involved in a 
similar competitive business. The employee shall not directly or indirectly offer 
employment to any person who is or had recently been an employee of the employer. 

 
14. This clause is intended to apply for the period specified after the date of the employee’s 

termination of employment and whilst the employer continues trading in its present 
business activities. 

 
Illegality 
 

 If for any reason a provision of this agreement be declared invalid or unenforceable the 
remaining provisions shall not be affected or impaired. 

 
Signatures and Endorsements 
 
 
 
______________________________________________________________ 
Officer 
California Grapes International, Inc 
 
 
______________________________________________________________ 
Employee 
in the presence of the undersigned witness. 
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Bonus Agreement 
 

Mr. Crittenden, 
 
Your bonus program commenced as of May 31st, 2011 and consists of five (5) periods, each of 
which is twelve (12) months long ending on June 1st, in each of the years 2011 through 2016 
(the "Bonus Periods"). 
 
Your bonus entitlement for each Bonus Period is $500,000 and will be paid to, or on your behalf, 
as follows: 
 

8. You must be an employee of the Company on the first and last days of each Bonus 
Period, except in the event of your death or disability (as defined for purposes of 
determining eligibility for Social Security disability benefits) in any Bonus Period. 

 
9. In the event of your death or disability, your entitlement, will be prorated for the period of 

time during the Bonus Period during which the Company actively employed you. 
 

10. California Grapes International, Inc. (the "CGI Stock") registered on any stock exchange 
at a 0.01 per share on at least 1 day in each Bonus Period; provided, however, in the 
event of your death or disability, the stock price must be attained within 90 days after 
either of said events, even if said 90 days extends into the next Bonus Period, unless the 
stock price was attained earlier in the Bonus Period in which your death or disability 
occurs. 

 
11. Notwithstanding paragraph (1) above, the carried over amount will be paid to you, or on 

your behalf, even if you are not employed on the last day of the subsequent Bonus 
Period and are otherwise ineligible for any entitlement for such subsequent Bonus 
Period. 
 

12. Payment of any amounts owing to you under this Agreement shall be made as soon as 
practicable after the end of the Bonus Period to which the payment relates; provided, 
however, any carried over amounts to which you may become entitled shall be paid as 
soon as practicable. 
 

13. In the event of your death, any such amounts shall be paid to your designated 
beneficiary, or if none, to your estate. 

 

14. In lieu of current payments described in paragraph (4) above, you may elect to defer part 
or all of each Bonus Year's entitlement pursuant to the provisions of CGI’s Deferred 
Compensation Plan by making an irrevocable election prior to the beginning of each 
Bonus Period; provided, however, for the Bonus Period ending July 1st 2011, any 
deferral election must be made within 10 days of your agreement and acceptance of the 
terms and conditions stated herein. 
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This letter constitutes the complete agreement between us in respect to your bonus 
arrangements. If you are in agreement, please so indicate by signing and returning the original 
of this letter. A signed copy is provided for your records. 
 
 
Very truly yours, 
 
 
________________________________________________________________ 
Officer 
California Grapes International, Inc. 

 


