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INTRODUCTION

1. 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 (the “Receiver”) 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. as

the Receiver of Glencoe.

2. On April 13, 2017, the Receiver issued its first report (the “First Report”) in support of an

application scheduled for April 19, 2017, at which the Receiver applied for and was granted

an Order (the “Sale Process Order”) approving, among other things, the terms of a sale

process in respect of Glencoe’s assets (the "Sales Process"). Included in the Sale Process

Order was an amendment to paragraph 20 of the Receivership Order removing certain

restrictions on the Receiver’s borrowing powers.

3. On June 2, 2017, the Receiver issued its second report (the “Second Report”) in support of

an application scheduled for June 8, 2017, at which the Receiver applied for and was granted

an Order approving an increase to the Receiver’s borrowing powers to a maximum of $2

million.

4. On September 8, 2017, the Receiver issued its third report (the “Third Report”) and on

September 11, 2017 the Receiver issued a confidential supplement to the Third Report (the

“Confidential Supplement to the Third Report”).  These reports were in support of an

application heard on September 14, 2017, at which the Receiver applied for and was granted:

(i) an Order approving a sale of certain assets of Glencoe to Bonavista Energy Corporation

(“Bonavista”); and (ii) an Order sealing the Confidential Supplement to the Third Report

until the earlier of 90 days after the Receiver obtains an order approving its discharge and the

date the Receiver files a discharge certificate discharging it of its duties in the within action.

5. On September 27, 2017, the Receiver issued its fourth report (the “Fourth Report”) and a

confidential supplement to the Fourth Report (the “Confidential Supplement to the Fourth

Report”).  These reports were in support of an application heard on October 2, 2017, at

which the Receiver applied for and was granted: (i) an Order approving a sale of certain

assets of Glencoe to 1516443 Alberta Ltd. (“151”); and (ii) an Order sealing the Confidential
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Supplement to the Fourth Report until the earlier of 90 days after the Receiver obtains an

order approving its discharge and the date the Receiver files a discharge certificate

discharging it of its duties in the within action.

6. On October 13, 2017, the Receiver issued its fifth report (the “Fifth Report”) and a

confidential supplement to the Fifth Report (the “Confidential Supplement to the Fifth

Report”).  These reports were in support of an application heard on October 18, 2017, at

which the Receiver applied for and was granted:

a. An Order approving a sale of certain assets of Glencoe to Black Crane Energy Corp.

(“Black Crane”)

b. An Order approving a sale of certain assets of Glencoe to Canadian Natural

Resources (“CNR”)

c. An Order approving a sale of certain assets of Glencoe to Ellisboro Energy Ltd

(“Ellisboro”)

d. An Order approving the accounts of the Receiver and its counsel to September 30,

2017; and

e. An Order sealing the Confidential Supplement to the Fifth Report until the earlier of

90 days after the Receiver obtains an order approving its discharge and the date the

Receiver files a discharge certificate discharging it of its duties in the within action.

7. On October 31, 2017, the Receiver issued its sixth report (the “Sixth Report”) and a

confidential supplement to the Sixth Report (the “Confidential Supplement to the Sixth

Report”).  These reports were in support of an application scheduled for November 8, 2017,

wherein the Receiver is applying for: (i) an Order approving a sale of certain assets of

Glencoe to Lynx Energy ULC (“Lynx”); and (ii) an Order sealing the Confidential

Supplement to the Sixth Report until the earlier of 90 days after the Receiver obtains an

order approving its discharge and the date the Receiver files a discharge certificate

discharging it of its duties in the within action.

8. The purpose of this report (the “Seventh Report”) is to provide the Court with information

regarding a proposed settlement agreement in respect of certain disputes between the

Receiver and Sequoia Operating Corp. (“Sequoia”), and the Receiver’s recommendations

thereto.
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TERMS OF REFERENCE

9. In preparing this Seventh 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.

10. All capitalized terms not defined in this Seventh Report shall have the meaning ascribed to

them in the First Report, the Second Report, the Third Report and the Confidential

Supplement to the Third Report, the Fourth Report and the Confidential Supplement to the

Fourth Report, the Fifth Report and the Confidential Supplement to the Fifth Report, and the

Sixth Report and the Confidential Supplement to the Sixth Report.

BACKGROUND

11. Glencoe holds an ownership interest in several oil and gas properties, including its Chigwell

CBM Property, Morningside Plant, and Oil Units, as defined in the Second Report.

12. The Receiver has been executing a Court-approved Sale Process, which thus far has resulted

in six transactions for portions of Glencoe’s assets as follows:

a. Sale of certain Duvernay rights in Glencoe’s Chigwell property to 1516443 Alberta

Ltd. This transaction was approved by the Court on October 2, 2017 and closed on

October 12, 2017. No transfer of licences was required for this transaction;

b. Sale of certain interests in Glencoe’s western Chigwell Non-Unit property to

Bonavista Energy Corporation. This transaction was approved by the Court on

September 14, 2017 and closed on September 26, 2017, with licence transfer

applications submitted to the AER on the same date. On October 31, 2017, the

Receiver received notice from the AER that the licence transfer had been approved;

c. Sale of certain Mannville interests in Glencoe’s northern Chigwell Non-Unit property

to Black Crane Energy Corp. This transaction was approved by the Court on October

18, 2017 closed on October 31, 2017.  Licence transfer applications were submitted
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to the AER on November 2, 2017;

d. Sale of certain interests in Glencoe’s southern Chigwell Non-Unit property to

Ellisboro Energy Ltd. This transaction was approved by the Court on October 18,

2017.  However, the parties have agreed to delay the closing date pending finalization

of certain matters involving split mineral rights in relation to another pending

transaction;

e. Sale of Glencoe’s interest in certain non-operated Chigwell Non-Unit wells to

Canadian Natural Resources. This transaction was approved by the Court on October

18, 2017 and is anticipated to close in mid to late November; and

f. Sale of certain CBM interests in Glencoe’s Chigwell Non-Unit property to Lynx

Energy ULC. The Receiver has scheduled a Court application on November 8, 2017

for approval of this transaction.

13. As a result of the Receiver’s efforts to realize upon the remaining unsold assets, the Receiver

has been in discussions with Sequoia in relation to its interest in acquiring Glencoe’s non-

operated interest in the Oil Units and related CO2 facilities (together, the “Oil Unit Assets”),

which Sequoia operates. A significant consideration during these discussions has been certain

financial disputes which have arisen between the Receiver and Sequoia during the course of

the receivership, in relation to amounts owing between the parties which have arisen

subsequent to the Receivership Date. These disputes relate mainly to joint venture billing

matters and certain charges related to the Oil Unit Assets.

14. As detailed in the confidential supplement to this Seventh Report (the “Confidential

Supplement to the Seventh Report”), the Receiver has entered into an agreement with

Sequoia (the “Settlement Agreement”) to settle the financial disputes between the parties,

the terms of which include:

a. A cash payment from Sequoia to the Receiver;

b. A quit-claim of Glencoe’s interest in the Oil Unit Assets to Sequoia; and

c. Mutual releases.

15. The Receiver has scheduled an application for November 15, 2017 in connection with this

Seventh Report for approval of the Settlement Agreement.
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16. The Receiver continues to review offers and expressions of interest from additional parties

with respect to other assets which are not part of the Settlement Agreement and remain

unsold, as discussed further in the Confidential Supplement to the Seventh Report.

Therefore, the Receiver may seek approval of additional transactions at a further Court

application.

17. The Receiver is concerned that in the event the Settlement Agreement, or any of the pending

transactions disclosed in the Confidential Supplement to the Seventh Report, does not close

for any reason, the disclosure of the respective details of the various transactions and

potential transactions may affect the Receiver’s efforts to complete pending transactions, re-

market the respective assets and/or deal effectively with the financial disputes with Sequoia.

Consequently, the Receiver will be seeking the Court’s approval to have the Confidential

Supplement to the Seventh Report sealed on the same terms as the confidential supplements

to the Third Report, Fourth Report, Fifth Report, and Sixth Report, namely until the earlier

of: (i) 90 days after the Receiver obtains an order approving its discharge; or (ii) the date the

Receiver files a discharge certificate discharging it of its duties in the within action.

RECEIVER’S ANALYSIS OF AGREEMENT

18. The Receiver believes that the Settlement Agreement is in the best interest of all stakeholders

for the following reasons:

a. The proposed transaction creates certainty and finality regarding the financial

obligations of the Receiver in relation to post-receivership transactions between the

Receiver and Sequoia;

b. The Oil Unit Assets were widely advertised during the Sales Process and received

significant interest from potential buyers. When the context of the overall terms of the

Settlement Agreement is considered in comparison to the offers received for the Oil

Unit Assets, the Receiver is of the view that a quit-claim of the assets to Sequoia

represents the best option to divest them;

c. The proposed transaction is not subject to any material conditions other than Court

approval and it appears the transaction can be closed swiftly;

d. The Receiver believes that the proposed transaction was negotiated in good faith and

is commercially reasonable;
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e. The Receiver understands that Dugan, Glencoe’s principal secured lender, is

supportive of the consummation of the proposed transaction; and

f. If the proposed transaction were not approved, the Receiver would likely be required

to apply to the Court for resolution of the various disputes between the Receiver and

Sequoia. As Sequoia has indicated that it would oppose the Receiver’s intended

recommendations at such an application, there would likely be significant cost and

additional time associated with this alternative.

19. The Receiver intends to make a distribution application in due course pending the

determination of the priority of various claims that may be advanced against the net proceeds

derived from transactions completed by the Receiver, including the Settlement Agreement.

In the meantime, to the extent required and available, the Receiver intends to utilize any

funds received in relation to the Settlement Agreement to fund future operating deficits

during the ongoing administration of the receivership and/or to repay borrowings issued by

way of Receiver’s Certificates in favour of Dugan pursuant to the Receiver’s Charge and the

Borrowing Charge provided for in the Receivership Order.

RECOMMENDATIONS

20. For the reasons noted above, the Receiver is seeking and recommends that this Honourable

Court approve the Settlement Agreement.

21. The Receiver also recommends that the Confidential Supplement to the Seventh Report be

ordered sealed until the earlier of: (i) 90 days after the Receiver obtains an order approving

its discharge; or (ii) the date the Receiver files a discharge certificate discharging it of its

duties in the within action.

All of which is respectfully submitted this 7th day of November 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




