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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 (the “Increased Borrowings 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 (the “Bonavista Approval and Vesting Order”) approving a sale of certain

assets of Glencoe to Bonavista Energy Corporation (“Bonavista”); and (ii) an Order (the

“Third Report Sealing 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 (the “151 Approval and
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Vesting Order”) approving a sale of certain assets of Glencoe to 1516443 Alberta Ltd.

(“151”); and (ii) an Order (the “Fourth Report Sealing Order”) sealing the Confidential

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. The purpose of this report (the “Fifth Report”) is to provide the Court with:

a. A further update as to the Receiver’s efforts to complete a sale of Glencoe’s assets

pursuant to the Sales Process;

b. An overview and the Receiver’s analysis of three proposed sales transactions, and the

Receiver’s recommendations thereto; and

c. Information regarding the accounts of the Receiver and its counsel to date and the

Receiver’s recommendation for approval of the accounts.

TERMS OF REFERENCE

7. In preparing this Fifth 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.

8. All capitalized terms not defined in this Fifth 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.

BACKGROUND

9. 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.

10. Prior to commencing the Court-approved Sales Process, the Receiver performed certain

repairs to Glencoe properties, instituted improvements to certain Company records and



Page - 3 -

billing processes, and engaged Sproule to complete an update of a reserve evaluation report

it had previously provided Glencoe.

11. As set out in the Third Report, the Receiver has complied materially with the Sale Process

Order with the exception of certain timelines set out therein. The commencement of the Sales

Process was delayed as a result of required updates to Glencoe’s reserve report, which

impacted the subsequent timelines accordingly. As a result, the Receiver extended the

deadline to submit non-binding offers to August 2, 2017 (the “Initial Bid Deadline”). The

marketing activities undertaken by the Receiver between the launch date and the Initial Bid

Deadline are detailed in the Third Report.

12. At the Initial Bid Deadline, the Receiver did not receive any bids for all of Glencoe’s assets.

Instead, as set out in the comments contained in the Third Report, the Receiver received

numerous bids for various portions of the assets. This resulted in the Receiver pursuing

several transactions with various parties, some of which involve split mineral rights which

have added complexity to the transactions. Therefore, the Receiver was only able to advance

one of the transactions (the “Bonavista Transaction”) to the stage where it had executed an

Asset Purchase Agreement (“APA”) as of the date of the Third Report, which was in keeping

with the forecasted Sales Process timelines. The Receiver has since closed the Bonavista

Transaction on September 26, 2017.

13. The Receiver later advanced two additional transactions to obtain executed APAs, one of

which (the “151 Transaction”) was brought forward for Court approval in conjunction with

the Fourth Report. The Receiver has since closed the 151 Transaction on October 12, 2017.

14. Since the date of the Fourth Report, the Receiver has continued to negotiate APA terms with

several other parties.  As detailed in the confidential supplement to this Fifth Report (the

“Confidential Supplement to the Fifth Report”), to date the Receiver has been able to

execute one additional APA, for a total of two APAs which have been executed but not yet

approved by the Court as follows:

a. Black Crane Energy Corp. in respect of certain Mannville rights in Glencoe’s

northern Chigwell Non-Unit property; and

b. Ellisboro Energy Ltd. in respect of certain upper Mannville rights in Glencoe’s

southern Chigwell Non-Unit property.
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15. In addition, the Receiver anticipates that one further APA with Canadian Natural Resources

in respect of a sale of certain non-operated interests in Glencoe’s Chigwell Non-Unit

property will be signed early in the week of October 16th as it is in the final stages of

negotiation. Upon execution of this APA, the Receiver intends to provide the Court with a

copy of the APA by way of a second confidential supplement to the Fifth Report (the

“Second Confidential Supplement”). The Receiver notes that this transaction does not

involve any transfer of licences.

16. The Receiver has scheduled an application for October 18, 2017 in connection with this Fifth

Report for approval of the three transactions described above (the “Additional

Recommended APAs”).

17. The Receiver continues to negotiate APA terms with additional parties in relation to bids

received at the Initial Bid Deadline. These are discussed further in the Confidential

Supplement to the Fifth Report. The Receiver intends to schedule a further Court application,

at which time it expects to seek approval of additional APAs.

18. In addition, the Receiver continues to review expressions of interest from a number of other

parties with respect to additional packages of assets.

19. The Receiver is concerned that in the event any of the Additional Recommended APAs, or

any of the pending sales disclosed in the Confidential Supplement to the Fifth Report (and

the Second Confidential Supplement, if applicable), do not close for any reason, the

disclosure of the respective details of the various offers may affect the Receiver’s efforts to

remarket the respective assets. In addition, disclosure of these details may impact the

Receiver’s ability to finalize negotiations regarding the additional bids it continues to pursue.

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

Supplement to the Fifth Report (and the Second Confidential Supplement, if applicable)

sealed on the same terms as the confidential supplements to the Third Report and Fourth

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.



Page - 5 -

RECEIVER’S ANALYSIS

20. The Receiver believes that the Additional Recommended APAs are in the best interest of all

stakeholders for the following reasons:

a. The proposed transactions were generated from the Court approved Sales Process;

b. CB Securities is regarded as a well known sales advisor in the marketplace and has

experience executing engagements on behalf of Receivers;

c. The assets were widely advertised during the Sales Process and received significant

interest from potential buyers;

d. The proposed transactions are not subject to any material conditions other than Court

approval and a lack of legal barriers to consummation of the transactions, such as an

order or injunction prohibiting closing;

e. The Receiver believes that the proposed transactions were negotiated in good faith

and are commercially reasonable;

f. The Receiver understands that Dugan, Glencoe’s principal secured lender, is

supportive of the consummation of the proposed transactions; and

g. If the proposed transactions were not approved, alternatives would likely be limited

to a less favorable transaction or disclaimer of the assets.

21. 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 each of the transactions the Receiver is able to close; however, pursuant to the

Receiver’s Charge and the Borrowing Charge provided for in the Receivership Order, the

Receiver intends to utilize net sales proceeds generated by completion of the transactions

associated with the Additional Recommended APAs to fund any future operating deficits, to

the extent required during the ongoing administration of the receivership, and/or to repay

borrowings issued by way of Receiver’s Certificates in favour of Dugan, which currently

total $1,700,000.
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PROFESSIONAL FEES

22. As set out in the summary contained in Appendix “A” to this Fifth Report, the fees of the

Receiver and its counsel to September 30, 2017 total $462,939.50 (plus disbursements and

applicable taxes). Copies of the invoices in respect of the Receiver’s and the Receiver’s

counsel’s fees will be made available to this Honourable Court on request at the October 18,

2017 application.

23. The Receiver has examined the invoices in respect of its fees and those of its counsel, and is

of the opinion that the services referred to therein have been duly authorized and duly

rendered, and the charges therein are reasonable given the activities undertaken by the

Receiver to date, as set out in this Fifth Report and the Receiver’s previous reports.

RECOMMENDATIONS

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

Court approve the Additional Recommended APAs.

25. The Receiver recommends that its invoices, and those of its counsel, in respect of

professional fees and disbursements, be approved by this Honorable Court.

26. The Receiver also recommends that the Confidential Supplement to the Fifth 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 13th day of October 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



Glencoe Resources Ltd. Appendix  "A"

Summary of Professional Fees:

Hardie & Kelly Inc.

Inv. Date Inv. Number Fees Disbursements
Total Fees and
Disbursements GST Total

3/23/2017 0323 64,756.00 64,756.00 3,237.80 67,993.80
4/17/2017 0417 34,478.00 34,478.00 1,723.90 36,201.90

6/9/2017 0609 48,508.00 48,508.00 2,425.40 50,933.40
7/14/2017 0715 24,358.00 24,358.00 1,217.90 25,575.90

10/11/2017 1011 74,742.00 74,742.00 3,737.10 78,479.10
Total Receiver Fees 246,842.00 246,842.00 12,342.10 259,184.10

Burnet, Duckworth & Palmer LLP

Inv. Date Inv. Number Fees Disbursements
Total Fees and
Disbursements GST Total

3/22/2017 203417939 27,104.00 105.70 27,209.70 1,360.48 28,570.18
4/24/2017 203418907 15,031.00 71.00 15,102.00 755.10 15,857.10
5/12/2017 203419504 13,547.00 235.42 13,782.42 686.63 14,469.05

6/9/2017 203420247 15,423.00 107.00 15,530.00 776.50 16,306.50
8/16/2017 203422034 13,019.00 243.90 13,262.90 660.65 13,923.55
8/16/2017 203422035 10,714.00 340.35 11,054.35 552.72 11,607.07

10/13/2017 203423447 32,834.50 124.95 32,959.45 1,647.98 34,607.43
10/13/2017 203423448 88,425.00 1,336.70 89,761.70 4,483.09 94,244.79

Total Legal Fees 216,097.50 2,565.02 218,662.52 10,923.15 229,585.67

Total Professional Fees 462,939.50 2,565.02 465,504.52 23,265.25 488,769.77




