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INTRODUCTION 

On January 23, 2017 (the "Receivership Date"), Dugan Production Corp ("Dugan") made 

an application to the Court of Queen's Bench of Alberta (the "Court") for the appointment 

of a receiver and manager of the current and future assets, undertakings and property of 

Glencoe Resources Ltd. ("Glencoe" or the "Company"), pursuant to which the Court 

granted an Order (the "Receivership Order") appointing Hardie & Kelly Inc. ("Ina" or 

the "Receiver") as the Receiver of Glencoe. 

	

2. 	The purpose of this report (the "First Report") is to provide the Court with: 

a. An account of the initial activities of the Receiver since the Receivership Date; 

b. Information respecting the operations of Glencoe's oil and gas properties; 

c. Information and recommendations regarding certain matters related to Glencoe's gas 

marketing business; 

d. Details regarding the Receiver's proposed engagement of CB Securities Inc. ("CB"), 

subject to approval by this Court; 

e. Details of the sales process proposed by the Receiver and the Receiver's 

recommendation thereon; 

f The Receiver's Statement of Receipts and Disbursements since the Receivership 

Date; and 

g. Infolination regarding the cash requirements of the Receiver and recommendations 

regarding future Receiver's Certificate borrowings. 

TERMS OF REFERENCE 

	

3. 	In preparing this First Report, the Receiver has relied upon unaudited financial information, 

discussions with Glencoe's former management and employees, available books and records 

of the Company, information provided by the Receiver's legal counsel and discussions with 

and information provided by Niven Fischer Energy Services Ltd. ("NF"), the Receiver's 

operational consultants (collectively referred to as the "Information"). The Receiver has 

not performed an audit, review or otherwise attempted to verify the accuracy or 

completeness of the Information. 



BACKGROUND  

Overview 

4. Glencoe is a private oil and gas exploration and production company based in Calgary, 

Alberta. 

5. Glencoe has various oil and gas interests in Alberta, mainly in the Chigwell and Morningside 

areas. Glencoe holds an interest in 384 wells (gross). As at the Receivership Date, Glencoe's 

total production was approximately 413 boe/day. 

6. Glencoe also holds land positions in Alberta of approximately 90,000 gross acres, of which 

approximately 30,000 acres (net) is developed and approximately 9,000 acres (net) is 

undeveloped. 

7. As at the Receivership Date, the Company had 15 employees and approximately 5 contract 

staff including 3 contract field operators. 

INITIAL ACTIVITIES OF THE RECEIVER 

8. Since the Receivership Date, the Receiver's activities have included, but are not limited to, 

the following: 

a. Attended at the Company's head office and met with the office staff to advise them of 

the proceedings and inform them that their employment with Glencoe was being 

terminated as of the Receivership Date. Employees were also provided with 

preliminary information in respect to their ability to advance a claim pursuant to the 

Wage Earner Protection Program Act ("WEPPA"); 

b. While the Receiver engaged most of the former Glencoe staff on a contract basis 

during an initial review period, upon review of the operations and financial position 

of the Company, the Receiver determined that it would be more cost efficient to 

vacate Glencoe's office premises and engage NF to manage and assume control of all 

day-to-day operational matters and accounting functions. Consequently, on January 

27, 2017, all but three of Glencoe's former staff were advised that their services were 

no longer required and pursuant to paragraph 3(e) of the Receivership Order, the 

Receiver engaged NF to manage Glencoe's day-to-day operations including field 

operations, accounting and administrative functions; 
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c. Arranged for Glencoe's premises to be vacated, including relocating records, 

transitioning the IT infrastructure; 

d. Disposal of the office furniture and equipment after obtaining feedback from 

auctioneers indicating that it was of no value; 

e. Made arrangements with the existing field operators to continue to manage the field 

operations under NF's supervision; 

Froze the Company's bank accounts, secured the existing funds in the accounts and 

made arrangements to establish the accounts as "for deposit only"; 

g. Made arrangements to continue the operating and asset insurance; 

h. Disclaimed certain agreements, including a software data service contract that is no 

longer required and certain unused transportation fee contracts; 

Communicated with the Alberta Energy Regulator regarding the care and custody of 

Glencoe's oil and gas operations; 

Arranged for the issuance of T4s and Records of Employment for the Company's 

former employees, and completed the necessary steps to assist former employees 

with advancing claims pursuant to WEPPA; 

k. Participated in numerous meetings and calls and various communications with NF in 

respect of various operational and financial matters; 

Dealt with numerous inquiries from creditors, former staff, and prospective 

purchasers; 

m. Attended various calls with and issued various communications to Dugan, in its 

capacity as the lender of the Receiver's Borrowings (as defined later herein) to the 

Receiver, providing operational and financial updates in respect of the proceedings; 

n. Met with and obtained proposals from several prospective sales advisors; 

o. Developed a sales process for Glencoe's assets as discussed in greater detail later in 

this First Report; and 

P. Requested quotes and entered into an agreement for the preparation of an updated 

reserve evaluation report. 
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LIABILITIES 

	

9. 	According to the records of the Company, Glencoe owes approximately $58 million to its 

creditors. At this time, the Receiver has not performed a formal review of the validity or 

relative priority of these claims; however, based on its initial review, the Receiver is aware of 

the following principal creditors of Glencoe: 

a. The Royal Bank of Canada ("RBC") - based on discussions with RBC's legal 

counsel, the Receiver understands RBC is owed approximately $300,000 in respect 

of its operating line of credit and bank account overdrafts; and 

b. Debenture creditors - The Receiver understands that various parties, including 

Dugan, lent funds totalling approximately $53 million to Glencoe pursuant to various 

debenture agreements. 

OPERATIONAL UPDATE 

	

10. 	Since the Receivership Date, the Receiver and NF have been assessing Glencoe's operations 

from both a field level and financial perspective. As a result, the following matters have been 

identified by the Receiver: 

a. At Glencoe's Chigwell Coal Bed Methane property, deferred maintenance had caused 

the two existing compressors to fail prior to the Receivership Date, which had 

resulted in a reduction in both monthly production revenue and processing revenue of 

approximately $68,000 when compared to early 2016 values. The Receiver 

performed repairs to reactivate one of the gas compressors. This more than doubled 

Glencoe production and associated third party processing in the area. Therefore, net 

production and processing revenue is expected to increase by approximately $40,000 

per month assuming consistent pricing; 

b. After the Receivership Date, Sequoia Operating Corp. ("Sequoia"), Glencoe's major 

partner in the majority of its wells and facilities, served the Receiver with notice that 

it is challenging Glencoe's operatorship of certain of the joint properties despite the 

fact that Sequoia has only a small minority interest in the majority of the wells and 

facilities operated by Glencoe. The Receiver has fomially notified Sequoia that its 

position is that such action is stayed by the Receivership Order. The Receiver has 

had several meetings with Sequoia and is currently collecting information regarding 
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the potential impact of a change in operatorship, but it is of the initial opinion that the 

loss of operatorship would result in a reduction in recoveries for creditors from the 

Receiver's proposed sales process. Nonetheless, the Receiver is of the view that any 

potential change in operatorship is more appropriately addressed with the ultimate 

purchaser of Glencoe's operated properties, particularly given Sequoia's small 

working interest positions in the assets. 

c. The Receiver has located and reviewed contracts relating to the procurement of 

components required to run certain CO2 plants in which Glencoe has an interest. 

Although the CO2 plants are currently shut in, the contracts appear to include take-

or-pay provisions which may create an obligation for Glencoe and its partner in the 

plants to make certain minimum payments. An initial review suggests Glencoe's 

share of these minimum payments would total approximately $1.5 million per year. 

The Receiver and its legal counsel are currently reviewing the Receiver's options 

with regard to these contracts; 

d. NF has identified and addressed certain inefficiencies in the previous accounting 

processes of Glencoe in an effort to improve speed and reliability. These 

improvements are expected to improve the collectability and timing of third party and 

partner payments; and 

e. NF has prepared an analysis of certain additional capital expenditures which it 

believes will improve operating results in the near term. The Receiver is currently 

evaluating these proposed projects. 

GAS MARKETING MATTERS 

11. Upon its appointment, the Receiver reviewed the gas marketing business of Glencoe, which 

included not only marketing its own gas production, but also marketing the gas of third party 

producers (the "Third Parties") for a fee. The Receiver determined that the minor fees 

generated from the Third Party marketing business were not commensurate with the costs 

and risks involved in operating this business, and therefore it was appropriate to wind this 

arm of the business down as quickly as possible. 

12. The Receiver engaged Streamline Energy Group ("Streamline"), a consultant recommended 

by NF, to continue the gas marketing operations related to Glencoe's production and to 
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facilitate the orderly wind down of the Third Party marketing business. The Receiver also 

retained a former employee of Glencoe for a period of time to assist with the transfer of 

marketing duties to Streamline, the administration related to the Third Parties, and transition 

of certain other administrative tasks to the accounting function managed by NF. 

13. In addition, the Receiver has identified the following issues associated with Glencoe's gas 

marketing business: 

Pre-receivership Third Party volumes 

14. Subsequent to the Receivership Date, the Receiver received gas revenue payments relating to 

Glencoe's pre-receivership gas production in connection with the December 2016 and 

January 2017 production months. These gas revenue payments included gross revenue 

generated by Glencoe properties, as well as amounts relating to volumes produced by the 

Third Parties totalling approximately $121,000. 

15. The Receiver has reviewed the agreements entered into between Glencoe and the respective 

Third Parties and has obtained additional information from the former Glencoe employee 

whose duties included running the gas marketing business. Based on this information, the 

Receiver has concluded that the relationship between Glencoe and the Third Parties appears 

to be that of a true agency relationship, rather than a debtor/creditor relationship. 

16. In accordance with the agreements, the Receiver has paid to the Third Parties any revenue it 

received relating to their production volumes produced after the Receivership Date; however, 

it is currently holding the $121,000 which relates to Third Party production volumes 

produced prior to the Receivership Date. 

17. Since the Receiver has determined that Glencoe was acting as the agent of the Third Parties, 

these pre-receivership funds flow through Glencoe (as agent) to the Third Parties and do not 

form part of the estate. Accordingly, the Receiver recommends that these withheld funds be 

paid directly to the respective Third Parties in accordance with the agreements. 

Cargill transactions 

18. Subsequent to the Receivership Date, on January 25, 2017, the Receiver received $150,000 

from Cargill Limited ("Cargill") in respect of gas Cargill had purchased from Glencoe prior 

to the Receivership Date. Upon investigation, the Receiver learned that this transaction was 

one of a series of transactions that had taken place between Glencoe and Cargill prior to the 

6 



Receivership Date, summarized as follows: 

a. Cargill purchased gas from Glencoe in November 2016, with payment in the amount 

of $150,000 made by Cargill to Glencoe on or about December 25, 2016; 

b. Cargill purchased additional gas from Glencoe in December 2016 which resulted in 

the further payment of $150,000 made by Cargill to the Receiver after the 

Receivership Date; and 

c. Glencoe purchased gas from Cargill in January 2017 (all prior to the Receivership 

Date), for which Cargill invoiced $305,000 to the Receiver in February. This invoice 

has not been paid by the Receiver. 

19. According to both a representative of Cargill and a former Glencoe marketing employee, this 

series of transactions was part of an overall verbal arrangement whereby Cargill was to buy 

and then sell back to Glencoe a certain volume of gas which had previously been incorrectly 

over-allocated to Glencoe in relation to one of the Third Parties. Knowing that the incorrect 

allocation (a surplus) would later be corrected (as a deficiency), Glencoe's former marketing 

employee indicated the arrangement with Cargill was intended to manage Glencoe's 

responsibility to sell the surplus gas and then later buy it back as a result of the re-adjustment 

of the gas allocation system, while reducing any related price exposure during the 

intervening period. Cargill has provided recordings of phone calls between its representative 

and the former Glencoe employee which support this assertion. 

20. The series of transactions described above was only partially complete at the Receivership 

Date. The Receiver can therefore elect to either (a) carry out the terms of the verbal contract 

between the parties (resulting in a net loss to the estate in the amount of $155,000); or (b) 

terminate the verbal contract between the parties effective as of the Receivership Date by 

returning the $150,000 that it received from Cargill under the verbal agreement post-

receivership, and allow Cargill to submit a claim as a creditor in the receivership to the extent 

of the additional $150,000 it paid to Glencoe prior to the Receivership Date. The Receiver 

recommends terminating the verbal agreement in accordance with option (b) as it is clearly 

more beneficial to the estate. 
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Gear Energy volume allocation issue 

21. Subsequent to the Receivership Date, the Receiver was advised by a former Glencoe 

marketing employee that certain volumes which were produced by Gear Energy Ltd. 

("Gear") in January 2017 had been incorrectly attributed as Glencoe volumes by Glencoe in 

its capacity as "common stream operator" of a particular metering station, and therefore 

revenues collected by the Receiver after the Receivership Date improperly included $10,000 

in surplus funds which should have instead been ultimately paid to Gear. 

22. The Receiver, with the assistance of a former Glencoe employee and information provided 

by Gear, has investigated this issue and confirmed that these funds related to Gear production 

and any allocation to Glencoe was in error. Therefore, the Receiver recommends that these 

surplus revenues be paid directly to Gear rather than forming an asset of the receivership 

estate. 

NOVA Letter of Credit 

23. The natural gas produced by properties operated by Glencoe is transported by pipeline to a 

Nova Gas Transmission Ltd. ("NOVA") transportation and inventory system, which 

connects the gas to a sales point. Users of this system are required to comply with NOVA's 

terms, including the requirement to provide security for payment of the fees it charges for the 

use of the system. The Receiver has determined that RBC holds $90,000 in funds which had 

been posted by Glencoe as security for a letter of credit (the "Letter of Credit") which is 

held by RBC for the benefit of NOVA in respect of fees related to ongoing use of NOVA's 

system. 

24. The Letter of Credit is renewed annually on June 26 th  for a period of 365 days unless RBC 

notifies NOVA at least 90 days prior that it is electing not to renew. On March 29, 2017, 

counsel for RBC provided formal notification (the "Non-Renewal Notice") to NOVA, with a 

copy to the Receiver, that it would not be renewing the Letter of Credit and therefore it 

would expire on June 25, 2017. In response to the Non-Renewal Notice, NOVA replied to 

RBC's counsel, with a copy to the Receiver, that it intends to draw on the Letter of Credit in 

accordance with the timeline outlined in the Letter of Credit, which it estimated would occur 

in late May or early June. 

25. Since then, the Receiver understands that Dugan and RBC have entered into an agreement 

(the "Debt Assumption Agreement") whereby Dugan will acquire RBC's claim in the 
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Glencoe receivership, and that one of the terms of this agreement is that RBC will retract the 

Non-Renewal Notice and confirm it is willing to renew the Letter of Credit for a period up to 

the earlier of October 31, 2017 or the date of the Receiver's discharge. Based on its 

discussions with NOVA, the Receiver is optimistic that, as a result of these arrangements, 

NOVA will elect not to draw on the Letter of Credit, leaving the current arrangements intact. 

Issues re: sale of gas production 

26. Upon delivery of its natural gas to a sales point through the NOVA system, Glencoe is 

responsible for selling the gas to a purchaser. If the gas delivered to the sales point is not 

sold (within a specified tolerance limit), NOVA has the contractual ability to advance certain 

remedies which ultimately can result in the producer's wells being shut in within a very short 

timeline. 

27. At the Receivership Date, the Receiver was advised by a former Glencoe employee that 

Glencoe's options for selling its natural gas had become increasingly limited over time due to 

the location of its sales point, Glencoe's small size, and its perceived lack of credit 

worthiness with potential natural gas purchasers. Further limiting the pool of potential 

buyers were the issues surrounding the Cargill transactions described above, making Cargill 

an unattractive option as a buyer given the potential they would simply set off any purchases 

against their outstanding invoice. After reviewing the situation with Streamline, the Receiver 

was of the view that the viable options for selling Glencoe's natural gas were limited to the 

Natural Gas Exchange Inc. ("NGX") and one other purchaser (the "Sole Purchaser"). 

28. On February 23, 2017, one month after the Receivership Date, the Receiver received a letter 

(the "Default Letter") from NGX stating that Glencoe was in default of a contract between 

Glencoe and NGX as a result of the receivership, and Glencoe's access to NGX's trading 

system, which it used to sell natural gas, had been halted pending "further investigations". 

This reduced the Receiver's available options for selling Glencoe's natural gas to the Sole 

Purchaser. 

29. Subsequent to receiving the Default Letter, the Receiver and its counsel communicated with 

NGX and/or its counsel on several occasions to attempt to reinstate access to NGX's trading 

system. However, on March 23, 2017 NGX sent the Receiver a letter (the "Termination 

Letter") advising that it was teiminating Glencoe's contract with NGX on the basis of the 

issues raised in the Default Letter. In subsequent communications, NGX advised that it did 
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not believe the stay created by the Receivership Order applies to its termination letter as it is 

NGX's position that the contract allowing Glencoe access to its trading system is an eligible 

financial contract as defined in the Bankruptcy and Insolvency Act, however, the Receiver 

remains in communication with NGX about the possibility of making satisfactory 

arrangements to reinstate its access to the NGX trading system. 

30. On March 24, 2017, one day after the Termination Letter, the Sole Purchaser suddenly 

notified the Receiver that it was no longer willing to purchase Glencoe gas due to concerns 

surrounding creditworthiness and the receivership. The Receiver was ultimately able to work 

with the Sole Purchaser to allow the ongoing sale of gas; however, this underscored the need 

to have multiple options for selling Glencoe's gas. While the Receiver, with the assistance of 

Streamline, continues to investigate other potential options for selling Glencoe's gas, it 

remains concerned that if for any reason it is either temporarily or permanently unable to sell 

gas to the Sole Purchaser before it can make arrangements to sell to another party, it may be 

subject to the NOVA enforcement measures described above. 

SALE PROCESS 

Sales Advisor 

31. Paragraph 3(1) of the Receivership Order authorizes the Receiver to market any or all of 

Glencoe's assets for sale. The Receiver is now in a position to initiate a marketing process 

for the sale of Glencoe's oil and gas assets. 

32. After meeting with several prospective agents, the Receiver has, subject to Court approval, 

entered into an agreement with CB to act as the Receiver's sales advisor (the "Sales 

Advisor") to coordinate the marketing efforts on behalf of the Receiver. CB is well known 

in the local industry and specializes in coordinating disposition programs in the oil and gas 

industry and has experience working in insolvency engagements. A copy of the proposed 

engagement letter (the "Engagement Letter") with CB is being provided to the Court 

concurrently with this First Report as Confidential Appendix "A", which the Receiver is 

recommending be sealed by the Court. 

33. The Receiver will be seeking this Court's approval to retain CB as the Sales Advisor and of 

the terms of the Engagement Letter, including the Receiver's payment of amounts incurred 

pursuant to the Engagement Letter. 
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Sales Process 

34. The Receiver is of the opinion that the most appropriate method to expose Glencoe's oil and 

gas properties to the marketplace and solicit offers is to engage a professional sales agent 

specializing in the marketing of oil and gas properties to assist the Receiver in a public sealed 

bid process, as a professional sales agent would be able to reach a broader pool of potential 

bidders than the Receiver, and will be able to offer assistance with the preparation of 

technical marketing material to attract bids. The Receiver invited and received proposals 

from several sales agents and selected CB as the Sales Advisor based on its qualifications 

and fee structure. 

35. The proposed sales process (the "Sales Process") attached is as Appendix "B", the 

parameters of which are summarized as follows: 

a. Assets are to be offered for sale on an "as-is, where-is" basis with no representations 

or warranties to be provided by the Receiver. To the extent permitted by law and this 

Court, the property will be sold free and clear of all encumbrances. Any valid 

encumbrances will instead attach to the net proceeds of a successful sale of the 

property pursuant to an approval and vesting order made by the Court upon 

application by the Receiver for approval of a sale agreement; 

b. In consultation with the Sales Advisor, the assets may be separated into packages as 

deemed advisable; 

c. The Sales Advisor will prepare marketing materials, including a non-confidential 

teaser letter to be posted on the Receiver's and the Sales Advisor's website, as well as 

to be sent directly to the Sales Advisor's database of purchasers and to any parties 

who have expressed interest in Glencoe's assets. Information regarding the Sales 

Process will also be published in the Calgary Herald and the Daily Oil Bulletin; 

d. The Sales Advisor, with the assistance of the Receiver and NF, will prepare a private 

data room containing detailed confidential information regarding Glencoe's assets. 

Prospective purchasers will be asked to sign a non-disclosure agreement in order to 

obtain additional information regarding the Sales Process and Glencoe's assets and 

access to the private data room upon request. To the extent that prospective 

purchasers who have signed a non-disclosure agreement request further information 

to assist in their due diligence, the Sales Advisor will provide such information as the 
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Receiver and the Sales Advisor deem appropriate; 

e. Prospective purchasers wishing to make a bid for all or part of the Glencoe properties 

will be required to provide non-binding bids by June 14, 2017 (the "Initial Bid 

Deadline"). 

f. The Receiver will review all bids received by the Initial Bid Deadline with the Sales 

Advisor and other relevant parties, to assess whether it wishes to pursue a binding 

offer with any party. The Receiver will notify such bidder(s) (the "Qualified 

Bidders") that they are required to do the following by July 7, 2017 (the "Final Bid 

Deadline"): 

i. Submit an unconditional binding offer in the form of a fully executed 

purchase and sale agreement, in a form acceptable to the Receiver; 

ii. Provide a deposit in the form of a wire transfer, certified cheque or bank draft 

payable to the Receiver in an amount equal to 10% of the offer amount; 

iii. If applicable, provide an allocation of the offer amount between the specific 

properties included in the offer; 

iv. Provide confirmation that the bidder is a licensee in good standing with the 

applicable provincial regulator(s), or proof that it has or will meet the 

requirements to become a licensee in good standing; and 

v. Provide a list of its current officers and directors and all shareholders who 

directly or indireCtly own more than 10% of its shareholdings. 

g. Bids which meet the above requirements, or where any non-compliance has been 

waived by the Receiver, will be considered qualified final bids ("Qualified Final 

Bids"). The Receiver will review Qualified Final Bids with the Sales Advisor and 

other relevant parties, to assess whether to accept or reject any Qualified Final Bid. 

In the event several competitive Qualified Final Bids are received, the Receiver 

reserves the right to request that the bidders revisit their bids; 

h. To the extent the Receiver determines any Qualified Final Bid is acceptable, the 

Receiver will notify the successful bidder(s) and, in consultation with the Sales 

Advisor, finalize a purchase and sale agreement ("PSA") with the successful 

bidder(s); and 
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i. The Receiver will apply to the Court for an order approving the PSA(s) and an order 

vesting title to the relevant properties to the purchaser(s) upon entering into all 

necessary agreements with the purchaser(s). 

36. The following represents the proposed timeline of the Sales Process, subject to amendment 

by the Receiver in its discretion in consultation with the Sales Advisor, acting reasonably: 

April 19, 2017 Seek a Court Order approving of the Sales Process 

April 20 — May 5, 2017 Compile information, establish electronic data room and prepare 

marketing materials 

May 6 — June 13, 2017 Launch Sales Process including contacting interested parties, 

distributing Teaser, placing advertisements in Daily Oil Bulletin and 

Calgary Herald, compiling NDA's, responding to requests for 

information and facilitating due diligence meetings and calls 

June 14, 2017 Initial bids to be submitted by 12:00 p.m. Calgary time 

June 15 - 16, 2017 Review bids, select and notify Qualified Bidders 

June 19 — July 7, 2017 Facilitate final due diligence and negotiate binding bids 

July 7, 2017 Final bids to be submitted by 12:00 p.m. Calgary time 

July 10 — July 21, 2017 Selection of Successful Bids and finalize Purchase and Sale 

Agreement(s) 

Aug 7-11, 2017 Court approval of definitive Purchase and Sale Agreement(s) with 

closing of the transaction to occur shortly thereafter 

CASH FLOW 

37. Attached as Appendix "C" is a copy of the Receiver's Statement of Receipts and 

Disbursements as at April 11, 2017 indicating the Receiver maintains approximately 

$495,000 in its operational trust account. The Receiver has set aside approximately 

$281,000 in funds related to the Third Party, Cargill, and Gear issues discussed above; 

therefore, the available cash is approximately $214,000. 
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38. The available cash is more than offset by accrued invoices for the fees of the Receiver, NF, 

the Receiver's counsel, and certain unbilled office move expenses. Therefore, the Receiver 

requires additional funding by way of the issuance of Receiver's Certificates in the very near 

future. The Receiver, in conjunction with NF, has prepared a cash flow forecast which 

predicts that the total Receiver's borrowings required to fund operational losses and fees 

throughout the receivership proceedings will peak at approximately $840,000 based on the 

information currently available. 

39. Pursuant to the Receivership Order, the Receiver has been authorized to borrow $1,000,000, 

with a priority charge against Glencoe's assets (the "Borrowing Charge"). However, the 

Receivership Order specifies that the Receiver may not borrow more than $250,000 without 

the written consent of RBC or further Order of the Court. To date, the Receiver has borrowed 

$250,000 from Dugan pursuant to the Borrowing Charge. As a result of the Debt Assumption 

Agreement referenced above, the Receiver recommends that the Receivership Order be 

amended to remove any reference to RBC and the requirement that it consent to additional 

funding pursuant the Borrbwing Charge, such that the Receiver will be able to borrow such 

additional funds as it requires up the amount currently authorized. The Receiver understands 

that both RBC and Dugan are supportive of such an amendment to the terms of the 

Receivership Order. 

RECOMMENDATIONS 

40. For the reasons as set out in this First Report, the Receiver respectfully requests and 

recommends the Court approve the following: 

a. Payment of funds currently held by the Receiver in relation to pre-receivership Third 

Party production to the Third Parties in accordance with the marketing agreements 

between Glencoe and each of the Third Parties; 

b. Confirmation of the Receiver's termination of the overall verbal agreement between 

Glencoe and Cargill, and the return of $150,000 which was paid by Cargill to the 

Receiver in relation to the verbal agreement; 

c. Release of funds to Gear in relation to funds received by the Receiver which pertain 

to Gear gas production; 

d. The engagement of CB as the Sales Advisor and the Engagement Letter and the 
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sealing of Confidential Appendix A to the First Report which contains a copy of the 

Engagement Letter; 

e. The proposed Sales Process; and 

f. Amending the Receivership Order to remove any reference to a requirement for 

approval from RBC prior to borrowing any amount in excess of $250,000. 

All of which is respectfully submitted this 13 th  day of April 2017. 

Hardie & Kelly Inc., in its capacity as 
Receiver and Manager of Glencoe Resources Ltd. 
and not in its personal capacity 

Per: 

Charla Smith, CGA, CIRP, LIT 
Vice President 
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APPENDIX A 

CONFIDENTIAL APPENDIX TO BE SEALED ON THE COURT FILE IN ACCORDANCE 
WITH A SEALING ORDER GRANTED APRIL 19, 2017 



APPENDIX B 

GLENCOE RESOURCES LTD., IN RECEIVERSHIP 

SALES PROCESS 

On January 23, 2017, the Alberta Court of Queen's Bench (the "Court") made an order 
(the "Receivership Order") appointing Hardie & Kelly Inc. ("HKI") as Receiver and 
Manager (the "Receiver") of Glencoe Resources Ltd. ("Glencoe"). 

2. The following is the form of the sales process (the "Sales Process") to conduct a sale of 
the undertaking, property and assets of Glencoe or any portion thereof (the "Property") 
of Glencoe. 

3. All capitalized terms used but not otherwise defined herein shall have the meanings given 
to them in the First Report. 

Sales Process 

4. The Sales Process set forth herein describes, among other things, the manner in which 
prospective bidders may gain access to or continue to have access to due diligence 
materials concerning the Property, the manner in which bidders and bids become 
Qualified Bidders and Qualified Bids (each as defined below), respectively, the receipt 
and negotiation of bids received, the ultimate selection of a Successful Bidder(s) (as 
defined below) and the Court's approval thereof. In the event that there is disagreement 
as to the interpretation or application of this Sales Process, the Court will have 
jurisdiction to hear and resolve such dispute. 

5. CB Securities Inc. (the "Sales Advisor") is appointed for the purpose of administering 
the Sales Process set out herein. The Sales Advisor shall implement the Sales Process 
with the assistance and supervision of the Receiver. 

6. The Sales Process will be completed under the timeline set out in Schedule "1" hereto, 
subject to amendment by the Receiver in its discretion in consultation with the Sales 
Advisor, acting reasonably. 

"As Is, Where Is" 

7. The sale of the Property will be on an "as is, where is" basis and without surviving 
representations, warranties, covenants or indemnities of any kind, nature, or description 
by the Receiver, the Sales Advisor, or any of their respective agents, or any other person 
except to the extent set forth in the relevant definitive purchase and sale agreement. 

Free of Any and All Claims and Interests 

8. In the event of a sale, to the extent permitted by law, all of the rights, title and interests of 
Glencoe in and to the Property to be acquired will be sold free and clear of all pledges, 
liens, security interests, encumbrances, claims, charges, options and interests thereon and 



there against (collectively the "Claims and Interests"), such Claims and Interests to 
attach to the net proceeds of the sale of such Property (without prejudice to any claims or 
causes of action regarding the priority, validity or enforceability thereof), pursuant to an 
approval and vesting order made by the Court, upon the application of the Receiver, 
except to the extent otherwise set forth in the relevant sale agreement with a Successful 
Bidder (as defined below). 

Purchase Opportunity 

9. A non-confidential teaser letter prepared by the Sales Advisor describing the opportunity 
to acquire the Property will be made available by the Sales Advisor to prospective 
purchasers and will be posted on the websites of the Receiver and the Sales Advisor as 
soon as practicable. 

10. Additional non-confidential information in the form of an offering circular will be made 
available to parties that express interest, along with a non-disclosure agreement ("NDA") 
which they will be advised they can execute in order to access additional information. 

11. Confidential information describing the opportunity will be made available to prospective 
purchasers that have executed an NDA in a form acceptable to the Receiver. 

12. The Property may be separated into packages as deemed advisable by the Receiver, in 
consultation with the Sales Advisor. 

Publication of Notice and Teaser 

13. As soon as reasonably practicable after the approval of this Sales Process, the Receiver 
and the Sales Advisor shall cause a notice of the Sales Process, the Initial Bid Deadline 
(as later defined herein) and such other relevant information which the Sales Advisor or 
the Receiver consider appropriate to be published in the Daily Oil Bulletin and the 
Calgary Herald. 

Participation Requirements 

14. In order to receive further information regarding the Sales Process and the Property, each 
person interested in bidding on the Property (a "Potential Bidder") must deliver to the 
Receiver at the address specified in Schedule "2" hereto (including by email or fax 
transmission), and prior to the distribution of any confidential information to a Potential 
Bidder, an executed NDA in form and substance satisfactory to the Receiver, which shall 
inure to the benefit of any purchaser of the Property. 

Due Diligence 

15. The Sales Advisor shall provide any party who has executed an NDA with access to an 
electronic data room and the Sales Advisor shall provide to such party further access to 
such due diligence materials and information relating to the Property as the Receiver 
deems appropriate. The Sales Advisor, Receiver and their respective agents make no 
representation or warranty as to the information provided through the due diligence 
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process or otherwise, except to the extent otherwise contemplated under any definitive 
sale agreement with a Successful Bidder executed and delivered by the Receiver and 
approved by the Court. 

Seeking Initial Bids from Potential Bidders 

16. A Potential Bidder desiring to make a bid for all or part of the Property must deliver 
written copies of a non-binding proposal (the "Initial Bid") to the Receiver at the address 
specified in Schedule "2" hereto so as to be received no later than 12:00 p.m. Calgary 
time on June 14, 2017 (the "Initial Bid Deadline"). 

17. Following the Initial Bid Deadline, the Receiver shall hold a bid review meeting with the 
Sales Advisor and any other interested party as determined in the sole discretion of the 
Receiver. 

18. The Receiver may reject any Initial Bid if it determines that such bid is inadequate or 
insufficient, or is otherwise contrary to the best interests of the receivership estate or any 
of its creditors or other stakeholders. 

19. If the Receiver determines an Initial Bid is worthy of further negotiation and has a 
reasonable prospect of resulting in a completed transaction, such Initial Bid will be 
selected as a qualified bid ("Qualified Bid") with the proponent of such Qualified Bid 
deemed to be a "Qualified Bidder". 

20. The Sales Advisor shall provide any Qualified Bidder further access to such due 
diligence materials and information relating to the Property as the Receiver deems 
appropriate. 

Seeking Final Bids from Qualified Bidders 

21. A Qualified Bidder desiring to make a bid for all or part of the Property must deliver 
written copies of a final, binding proposal (the "Final Bid") in the form of a fully 
executed purchase and sale agreement to the Receiver at the address specified in 
Schedule "2" hereto so as to be received no later than 12:00 p.m. Calgary time on July 7, 
2017 (the "Final Bid Deadline"). 

Qualified Bids 

22. A Final Bid will be considered a Qualified Final Bid only if it is submitted by a Qualified 
Bidder and the Final Bid complies with, among other things, the following (a "Qualified 
Final Bid"): 

(a) 	it contains 

a duly executed purchase and sale agreement in substantially similar form to the 
template purchase and sale agreement to be provided in the data room; 
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ii. a blackline of the executed purchase and sale agreement to the template purchase 
and sale agreement provided in the data room; and 

iii. if applicable, an allocation of the purchase price in the Final Bid as between the 
specific Property subject to the Final Bid; 

(b) 	it provides written evidence of a firm, irrevocable financial commitment for all 
required funding or financing; 

(c) 	it does not include any request for or entitlement to any break fee, expense 
reimbursement or similar type of payment; 

(d) 	it is not conditional upon: 

(i) the outcome of unperformed due diligence by the Qualified 
Bidder; and/or 

(ii) obtaining financing; 

(e) 	it contains evidence of authorization and approval from the Qualified Bidder's 
board of directors (or comparable governing body); 

(f) 	it is accompanied by a refundable deposit (the "Deposit") in the form of a wire 
transfer (to a bank account specified by the Receiver), certified cheque or bank 
draft, payable to the order of the Receiver, in trust, in an amount equal to 10% of 
the total consideration in the Final Bid to be held and dealt with in accordance 
with this Sales Process; 

(g) 
	

it provides confirmation that it is a "licensee" pursuant to the Oil and Gas 
Conservation Act, RSA 2000 or the Pipeline Act, RSA 2000, c. P - 15, as 
applicable, (a "Valid Licensee") in good standing with the Alberta Energy 
Regulator ("AER") and that is has, or will, meet the requirements and conditions 
of the AER in order to become a Valid Licensee of the Property to be conveyed, 
transferred or assigned to it; 

(h) 	it provides a written list of its current officers and directors and all shareholders 
who directly or indirectly own more than 10% of its issued and outstanding shares 
(the "Arm's Length List"); and 

(i) 
	

it is received by the Final Bid Deadline. 

23. Following the Final Bid Deadline, the Receiver shall hold a bid review meeting with the 
Sales Advisor and any other interested party as determined in the sole discretion of the 
Receiver. 

24. The Receiver will assess any Qualified Final Bids received and may waive any one or 
more of the requirements specified herein, and may deem such non-compliant bids to be 
Qualified Final Bids in the Receiver's sole discretion. 
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25. The Receiver may reject any Qualified Final Bid if it determines that such bid is 
inadequate or insufficient, or is otherwise contrary to the best interests of the receivership 
estate or any of its creditors or other stakeholders. 

26. The Receiver reserves the right to request that Qualified Bidders revisit Qualified Final 
Bids in the event several competitive Qualified Final Bids are received. The Receiver 
reserves the right not to accept any of the Qualified Final Bids if no acceptable Qualified 
Final Bids are received. If the Receiver determines a Qualified Final Bid is acceptable 
and provides superior value to the receivership estate such Qualified Final Bid will be 
selected as a successful bid ("Successful Bid") with the proponent of such Successful 
Bid deemed to be a "Successful Bidder". 

27. Upon the selection of a Successful Bid, the Receiver, in consultation with the Sales 
Advisor, shall notify the Successful Bidder(s) and shall proceed to negotiate and settle the 
terms of a final purchase and sale agreement(s) with the Successful Bidder(s), which shall 
be conditional upon Court approval. 

Approval Motion 

28. Once a definitive agreement has been negotiated and settled in respect of a Successful 
Bid, the Receiver shall apply to the Court (the "Approval Motion") for an order (the 
"Sale Approval and Vesting Order") approving the Successful Bid(s) and authorizing 
the Receiver to enter into any and all necessary agreements with respect to the Successful 
Bidder(s), as well as an Order vesting title to Property in the name of the Successful 
Bidder(s). 

29. The Approval Motion will be held on a date to be scheduled by the Court upon 
application by the Receiver. The Approval Motion may be adjourned or rescheduled by 
the Receiver without further notice. 

30. All Qualified Bids (other than the Successful Bid(s)) shall be deemed rejected on and as 
of the date of approval of the Successful Bid(s) by the Court. 

Deposits 

3 1 . All Deposits shall be retained by the Receiver. The Deposit(s) paid by the Successful 
Bidder(s) whose bid is approved at the Approval Motion shall be applied to the purchase 
price to be paid by the Successful Bidder(s) upon closing of the approved transaction and 
the Deposit(s) will become non-refundable upon court-approval. The Deposit(s) of 
Qualified Bidders not selected as Successful Bidder(s) shall be returned to such bidders 
within five (5) business days of the date upon which the Sale Approval and Vesting 
Order is granted. 

Requirement for Court Approval 

32. For greater certainty, no Successful Bid shall be binding upon the Receiver unless and 
until such Successful Bid has been approved by the Court pursuant to an Approval 
Motion. 
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Approvals 

33. For greater certainty, the approvals required pursuant to the terms hereof are in addition 
to, and not in substitution for, any other approvals required by the applicable law in order 
to implement a Successful Bid. 

No Amendment 

34. There shall be no amendments to this Sales Process, including, for greater certainty the 
Sales Process set out herein, without the written consent of the Receiver. 

No Obligation to Conclude a Sale 

35. The Receiver has no obligation to conclude a sale arising out of this Sales Process, and it 
reserves the right and unfettered discretion to reject any Initial Bid, Qualified Bid, Final 
Bid or Qualified Final Bid. 

Further Orders 

36. At any time during the Sales Process, the Receiver may apply to the Court for advice and 
directions with respect to the discharge of its powers and duties hereunder. 
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SCHEDULE "1" 

SALES PROCESS TIMELINE 

April 19, 2017 Court Order approving the Sales Process 

April 20 — May 5, 2017 Compile 	information, 	establish 	electronic 	data 	room 	and 	prepare 

marketing materials 

May 6 — June 13, 2017 Launch 	Sales 	Process 	including 	contacting 	interested 	parties, 

distributing Teaser, placing advertisements in Daily Oil Bulletin and 

Calgary Herald, compiling NDA's, responding to requests for 

information and facilitating due diligence meetings and calls 

June 14, 2017 Initial Bids to be submitted by 12:00 p.m. Calgary time 

June 15 - 16, 2017 Review bids, select and notify Qualified Bidders 

June 19 — July 7, 2017 Facilitate final due diligence and negotiate Final Bids. 

July 7, 2017 Final Bids to be submitted by 12:00 p.m. Calgary time 

July 10 - 21, 2017 Selection 	of 	Successful 	Bids 	and 	finalize 	Purchase 	and 	Sale 

Agreement(s) 

Aug 7 — 11, 2017 Court approval of definitive Purchase and Sale Agreement(s) 
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SCHEDULE "2" 

NOTICE 

TO THE RECEIVER: 

Hardie & Kelly Inc. 
110, 5800 2 nd  Street SW 
Calgary, Alberta T2H OH2 

Attention: Charla Smith 

Phone: 403-536-8506 
Fax: 403-640-0591 
E-Mail: csmith@insolvency.net  

WITH A COPY TO: 

CB Securities Inc. 
1550, 777 — 8th  Avenue SW 
Calgary, Alberta T2P 3R5 

Attention: Darryl Derouin 

Phone: 403-781-7041 
E-Mail: dderouin@cbsecurities.com  
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IN THE MATTER OF THE RECEIVERSHIP OF 	 APPENDIX C 

GLENCOE RESOURCES LTD. 

STATEMENT OF RECEIPTS AND DISBURSEMENTS 

AS AT APRIL 11, 2017 

RECEIPTS 

Cash on hand 	 275.33 

Receiver's Certificate borrowings 	 250,000.00 

Oil and gas revenue 	 615,812.96 

Cargill payment 	 150,000.00 

Accounts receivable collections 	 39,167.72 

Sale of assets 	 5,000.00 

GST collected 	 24,172.07 

Refunds / interest 	 869.56 

Total Receipts 	 1,085,297.64 

DISBURSEMENTS 

G&A 	 86,367.72 

Insurance 	 21,873.65 

Transportation costs 	 86,923.49 

Operating costs 	 200,373.31 

Royalties 	 7,598.08 

Capital expenditures 	 75,670.82 

Pre-receivership critical supplier payments 	 47,206.50 

Payment of post-receivership revenue to Third Party Producers 	48,124.66 

GST Paid 	 15,784.10 

Total Disbursements 	 589,922.33 

CASH BALANCE 	 495,375.31 


