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1.0 INTRODUCTION 

1.1 On August 15, 2017 (the “Filing Date”), each of Dundee Energy Limited Partnership 

(“DELP”) and Dundee Oil and Gas Limited (“DOGL”) (together, “Dundee” or the “Debtors”) 

filed a Notice of Intention to Make a Proposal (together, the “NOIs”) pursuant to s. 50.4(1) of 

the Bankruptcy and Insolvency Act (Canada), R.S.C. 1985, c. B-3, as amended (the “BIA”). FTI 

Consulting Canada Inc. (“FTI”) was the proposal trustee under the NOIs (in such capacity, the  

“Proposal Trustee”). 

1.2 By order dated August 16, 2017 (the “Sale Process Order”), a copy of which is attached 

as Appendix “A”, the Ontario Superior Court of Justice (In Bankruptcy and Insolvency) 

(Commercial List) (the “Court”), among other relief: 

a) approved a sale solicitation process (the “SSP”) for all of the assets, undertakings 

and properties of Dundee (collectively, the “Property”) under the supervision of 

the Proposal Trustee; 

b) approved the amended and restated forbearance agreement made as of August 15, 

2017 (as amended, the “Forbearance Agreement”) between Dundee, Dundee 

Energy Limited (“DEL”) and National Bank of Canada, as lender and agent for 

the lenders to Dundee (in such capacity, the “Lender”); and 

c) authorized DELP to continue to obtain and borrow, repay and re-borrow 

additional monies under the credit facility (the “Credit Facility”) made available 

to DELP by the Lender pursuant to the amended and restated credit agreement 

among DELP, as borrower, DEL and DOGL, as guarantors, and the Lender, dated 
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as of July 31, 2012 (as amended, the “Credit Agreement”) subject to the terms of 

the Forbearance Agreement, in order to finance DELP’s working capital 

requirements, provided that borrowings by DELP under the Credit Facility shall 

not exceed the amounts contemplated in the Credit Agreement and the 

Forbearance Agreement. 

1.3 By Order dated February 13, 2018 (the “Initial Order”), a copy of which is attached as 

Appendix “B”, the Court, among other relief:  

a) continued the proposal proceedings for DOGL (the “Proposal Proceedings”) 

under the Companies’ Creditors Arrangement Act, R.S.C. 1985, c.C.-36 (as 

amended, “CCAA”); 

b) appointed FTI as the Monitor of DOGL (in such capacity, the “Monitor”); and 

c) declared that all orders of the Court granted in the Proposal Proceedings continue 

to be in full force and effect, except to the extent that such orders are inconsistent 

with the terms of the Initial Order or the CCAA. 

1.4 By order dated June 11, 2018 (the “Approval and Vesting Order”), a copy of which is 

attached as Appendix “C”, the Court, inter alia:, approved the sale to Lagasco Inc. (the 

“Buyer”) of substantially all of Dundee’s assets (the “Transaction”) pursuant to the Asset 

Purchase Agreement dated April 4, 2018 (as amended, and subject to further amendment with 

approval of the Monitor and the Lender, the “APA”). 
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1.5 By order dated September 26, 2018 (the “APA Extension Order”), the Court authorized 

the Monitor and the Debtors to consent to an extension of the outside date for Closing under the 

APA until October 12, 2018.  The APA Extension Order provides that in the event that, on or 

before October 12, 2018, the Buyer fails to pay the Purchase Price in accordance with the APA 

and the Approval and Vesting Order, the Debtors are authorized to terminate the APA without 

prejudice to any of the Debtors’ rights and remedies thereunder and the Monitor shall retain the 

Deposit pending further order of the Court.  A copy of the APA Extension Order is attached as 

Appendix “D”. 

2.0 PURPOSE OF THE FIFTH REPORT 

2.1 The purpose of this fifth report of the Monitor (the “Fifth Report”) is to provide the 

Court with the following: 

a) an update on the status of the APA since the fourth report of the Monitor dated 

September 24, 2018 (the “Fourth Report”); and 

b) the Monitor’s conclusions and recommendations in connection with the 

foregoing. 
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3.0 TERMS OF REFERENCE 

3.1 In preparing the Fifth Report, the Monitor has relied upon unaudited financial 

information of Dundee’s books and records, certain financial information prepared by Dundee 

and discussions with Dundee’s current management (“Management”). 

3.2 Except as described in the Fifth Report:  

a) The Monitor has not audited, reviewed or otherwise attempted to verify the 

accuracy or completeness of the information provided to it by Management in a 

manner that would comply with Generally Accepted Assurance Standards 

pursuant to the Chartered Professional Accountants of Canada Handbook; and  

b) The Monitor has not examined or reviewed financial forecasts and projections 

referred to in the Fifth Report in a manner that would comply with the procedures 

described in the Chartered Professional Accountants of Canada Handbook.  

3.3 Future oriented financial information reported or relied on in preparing the Fifth Report is 

based on Management’s assumptions regarding future events; actual results may vary from 

forecast and such variations may be material. 

3.4 The Monitor has assumed the integrity and truthfulness of the information and 

explanations presented to it by Management. The Monitor has not independently audited, 

reviewed, or otherwise attempted to verify the accuracy or completeness of such information. 

Accordingly, the Monitor expresses no opinion or other form of assurance with respect to the 

information contained in the Fifth Report. The Monitor assumes no responsibility or liability for 
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any loss or damage incurred by or caused to any person or entity as a result of the circulation, 

publication, re-production or use of or reliance upon this Fifth Report or for any use which any 

person or entity makes of the Fifth Report, or any reliance on or a decision made based upon the 

Fifth Report, other than for the express purposes as set out in this Fifth Report. 

3.5 Unless otherwise stated, all monetary amounts contained herein are expressed in 

Canadian Dollars. Capitalized terms not otherwise defined herein have the meanings defined in 

the APA or Initial Order, as applicable.  

3.6 A copy of the Fifth Report and all other Court materials, orders and endorsements issued 

in these proceedings are, and will be, available on the Monitor’s website at: 

http://cfcanada.fticonsulting.com/Dundee/ (the “Monitor’s Website”). 

4.0 BACKGROUND AND UPDATE ON DUNDEE’S OPERATIONS  

4.1 DELP is a limited partnership created pursuant to the Limited Partnerships Act (Ontario). 

DELP operates drilling and wellsite services in Ontario. It holds on-shore and off-shore oil and 

natural gas producing assets, such as wells, drill and service barges, supply boats and a rotary 

drilling rig.  

4.2 DOGL is a company incorporated in Ontario and is the general partner of DELP. 

Although DOGL holds legal title to certain assets on behalf of DELP, DOGL’s only asset is its 

interest in DELP.  
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4.3 Dundee’s on-shore and off-shore wells (the “Wells”) are located on leased lands and each 

lease is tied to one or more Property Index Numbers. Dundee has the ability to access and 

operate the Wells pursuant to various leasing agreements (ranging from exploration rights, 

royalty arrangements, easements, etc.) (collectively, the “Leases”). There are in excess of 1,800 

Leases in total. Dundee maintains an internal registry which monitors and records the Wells and 

Leases and any amounts owing thereunder. 

4.4 DELP’s primary lender and secured creditor is the Lender. Pursuant to the Initial Order, 

the Lender is unaffected by the stay proceedings in the CCAA proceedings except for requiring 

leave to enforce its security.  

4.5 Since the date of the Fourth Report, the Monitor has continued to work closely with 

Management and has monitored Dundee’s business operations. The Debtors and Management 

have assisted the Monitor with preparing for Closing of the Transaction and have continued to 

report to the Lender as required pursuant to the Credit Agreement and the Forbearance 

Agreement.  

4.6 Management has advised the Monitor that Dundee has continued with its environmental 

programs in the ordinary course since the Filing Date. 

5.0 STATUS OF FINANCING FOR PURCHASE PRICE UNDER APA 

5.1 The Second Supplementary Affidavit of Jane Lowrie dated September 26, 2018 

(“September Lowrie Affidavit”), a copy of which is attached as Appendix “E”, indicates that 

following closing of the Transaction under the APA, the Buyer intends to transfer certain of the 

on-shore assets and Wells to Forbes Resources Corp. (“Forbes”).  As described in more detail 
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below, the Monitor has now received a copy of the asset purchase agreement between the Buyer 

and Forbes dated as of April 1, 2018 (the “Lagasco/Forbes APA”). 

5.2 The September Lowrie Affidavit indicates that the Buyer and Forbes have arranged 

financing for part of the Purchase Price under the APA from PACE Savings and Credit Union 

Limited (“Pace”).  That financing consists of a $1 million line of credit and $5 million term loan 

to be advanced to the Buyer and a $1 million line of credit, $10 million term loan and $6 million 

mezzanine loan to be advanced to Forbes.  The Monitor understands that the funds advanced to 

Forbes by Pace would be in turn advanced to the Buyer to partially fund the Purchase Price on 

Closing. 

5.3 On September 28, 2018 the Deposit Insurance Corporation of Ontario (“DICO”) issued 

an Administration Order under s. 294(1) of the Credit Unions and Caisses Populaires Act, 

1994 in respect of Pace (the “Administration Order”).  The Monitor was advised by the Buyer 

of the foregoing order on October 3, 2018.  The Monitor understands that following issuance of 

the Administration Order, DICO became aware of Pace’s involvement in the contemplated 

acquisition of the Dundee assets by the Buyer, and counsel for DICO and the Buyer over the last 

few days have had discussions about the matter, and intend to have further discussions, including 

with client representatives. The Monitor has been advised that both the Buyer and DICO believe 

it would be beneficial if the outside date for Closing be extended by at least one week to permit 

those discussions to continue concerning the contemplated Pace funding. 

5.4 Although the status of the Pace financing remains uncertain, the Monitor understands 

that, absent the Pace financing, the Buyer will be unable to pay the Purchase Price to Dundee on 

or before October 12, 2018, being the existing outside date for Closing.  
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5.5 The September Lowrie Affidavit provides that, in addition to the financing from Pace, the 

Buyer will finance the Purchase Price through (i) a shareholder loan in the amount of $5.5 

million from Clearbeach Resources Inc. (“Clearbeach”), which will be advanced to Clearbeach 

by Crich Holdings and Buildings Limited (“Crich”); and (ii) $3.6 million from certain individual 

investors who will subscribe for participation in a promissory note.  The September Lowrie 

Affidavit confirms that the foregoing funds are currently held in trust by separate law firms and 

available to be released to complete the Transaction. 

6.0 PROJECTED FINANCIAL PERFORMANCE OF BUYER AND FORBES POST-

CLOSING 

6.1 Jane Lowrie, the President of the Buyer, swore a supplementary affidavit in this 

proceeding on June 5, 2018 (the “June Lowrie Affidavit”) which was filed in connection with 

Dundee’s motion for an order assigning to the Buyer certain agreements pursuant to section 11.3 

of the CCAA.  The June Lowrie Affidavit was filed in response to concerns raised by Justice 

Dunphy at the May 23, 2018 APA approval motion regarding the financial stability or durability 

of the Buyer post-closing. Ms. Lowrie makes the following statements in the June Lowrie 

Affidavit (collectively, the “Financial Viability Statements”): 

a) the post-closing cash flow forecast attached as Exhibit "B" to the June Lowrie 

Affidavit (the “June Forecast”) demonstrates that the operations of the Buyer 

will be cash positive in every year of operations and that the Buyer will be able to 

perform the obligations relating to the agreements assigned to it under section 

11.3 of the CCAA (paragraph 13);  

b) the June Forecast demonstrates that after payment of its general and 
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administrative expenses, its lease expenses and debt repayment, the Buyer 

remains cash flow positive in each and every year from 2018 to 2032 (paragraph 

22); and 

c) the Buyer has now and will have in the future, adequate capitalization to assume 

the operation of the Dundee assets and to pay all liabilities, plugging, 

abandonment and salvage costs associated with the assumption of leases and 

contracts which are part of the Dundee assets (paragraph 23). 

6.2 Attached to the September Lowrie Affidavit is an updated cash flow forecast (the 

“September Forecast”) which reflects the changes to the financing for the Purchase Price 

described in the September Lowrie Affidavit and which consolidates the projected financial 

performance of the Buyer and Forbes post-Closing.  Consistent with the June Lowrie Affidavit, 

the September Lowrie Affidavit repeats each of the Financial Viability Statements. 

6.3 Compared to the June Forecast, the September Forecast projects a significantly more 

accelerated timeline to repay part of the debt utilized to fund the Purchase Price.  Absent certain 

adjustments to the “cash in” line items contained in the September Forecast which are not 

included in the June Forecast, the consolidated operations of the Buyer and Forbes would 

generate cumulative negative cash balances of -$2.6M in 2019, -$2.8M in 2020 and -$1.0M in 

2021. Specifically, the Buyer has included additional cash receipts of (i) $2M (2018 - $0.75M 

and 2019 - $1.25M) related to the “Sale of on-shore drilling rig and surplus equipment”; and (ii) 

$3.8M (2018 - $0.7M, 2019 - $2.1M and 2020 - $1.0M) of net revenue (line item “Revenue 

increase – oil” less line item “Royalty – increase due to locked in price”) related to improved oil 

pricing relative to the Deloitte Reserve Report pricing forecast included in the June Forecast. In 
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addition, the September Forecast includes an opening cash balance of $1M.  This improves the 

cumulative cash balance under the September Forecast by $1M over the June Forecast, which 

does not include an opening cash balance line item. 

6.4 The Monitor has addressed with the Buyer these issues as well as certain other issues 

with the September Forecast.  In addition, in light of the terms of the Lagasco/Forbes APA and 

the changes in the repayment terms of the financing for the Purchase Price from the terms 

reflected in the June Forecast, the Monitor has sought certain information and explanations from 

the Buyer regarding the impact of the Lagasco/Forbes APA and the ability of the Buyer and 

Forbes to meet their obligations post-Closing.  In particular, the Monitor requested that separate 

cash flow forecasts be prepared for each of the Buyer and Forbes to permit the Monitor to assess 

the financial viability of each entity post-Closing. 

6.5 The Monitor received separate cash flow forecasts for the Buyer and Forbes on October 7 

and 8, 2018 respectively.  The Monitor continues to review those forecasts and has provided 

preliminary comments to the Buyer and Forbes. 

6.6 In the meantime, the following is the status of certain issues identified by the Monitor 

with the September Forecast: 

a) September Forecast net cash in and cash out line items (Revenue increase – oil less 

Royalty – increase due to locked in price):  As noted above, as compared to the Deloitte 

Reserve Report upon which the projected revenues in the June Forecast are based, the 

September Forecast projects an increase in net oil revenue during the years 2018-2020 of 

approximately $3.8 million.  The Buyer had advised the Monitor that as a result of the 
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increase in the price of oil during 2018, it intends to enter into a 2-3 year fixed price 

contract post-Closing to take advantage of this price increase.  The draft revised cash 

flow forecasts for the Buyer and Forbes are not based on this assumption but are instead 

based on the projected revenues contained in the Deloitte Reserve Report, but updated to 

reflect the September 30, 2018 quarterly update from Deloitte to the pricing projections 

under the Deloitte Reserve Report.   

b) September Forecast cash in line item (Sale of on-shore drilling rig and surplus 

equipment):  The September Forecast includes projected receipts from the sale of various 

equipment of approximately $2 million.  In order to assess the reasonableness of the 

projected receipts from the sale of this equipment, the Monitor has requested from the 

Buyer the following:  a list of the items to be sold, the expected realizable value for each 

item, the expected timing of when each item will be sold and the supporting 

documentation to substantiate the projected receipts (i.e. any purchase agreements, 

appraisals, correspondence with interested parties and any market data supporting the 

timeline to sell these assets and the expected value). 

c) September Forecast cash out line item (GORR-Crich):  The Monitor has requested 

additional information regarding the terms of repayment for the funding from 

Crich/Clearbeach, in particular the agreement governing the gross overriding royalty 

payable to Crich. 

d) September Forecast cash out line item (Shareholder loan-discretionary principal): The 

Buyer has advised that the holders of the promissory notes will accept longer repayment 

terms.  The Monitor has now received and is reviewing documentation confirming the 
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extended repayment terms and has requested that such extended repayment terms be 

reflected in the updated forecast for the Buyer. 

e) September Forecast (Existing financial position of Buyer and Forbes):  The June Lowrie 

Affidavit provides that the Buyer operates 59 wells.  The Monitor understands that 

Forbes has no existing operations.  The Monitor has received and is reviewing balance 

sheets and financial statements for the Buyer and Forbes.  The Monitor has also requested 

documentation governing the existing shareholder loans to Forbes ($1.4MM) and the 

Buyer ($3.1MM).  

f) September Forecast (Payment of income taxes):  The cash flow does not reflect any 

payment of income taxes. The Monitor has requested the amount of losses, evidence of 

those losses and prior year tax returns for each of the Buyer and Forbes. 

g) Joint Liability of Buyer and Forbes for post-Closing obligations: Ms. Lowrie states in 

paragraph 9 of the September Lowrie Affidavit that (i) it is the Buyer’s intent to remain 

liable for all liabilities of Forbes, including the payment of all liabilities, plugging, 

abandonment and salvage costs associated with the leases and contracts transferred to 

Forbes; and (ii) the consolidated cash flows of the Buyer and Forbes confirm that the 

overall effect of the transfer of certain onshore assets is neutral and does not impair the 

consolidated cash flow or the payment of liabilities such as plugging, abandonment and 

salvage costs.  However, the Lagasco/Forbes APA provides that Forbes shall be solely 

responsible for all “Assumed Liabilities” (which term includes obligations under leases 

and assumed contracts) as well as all other liabilities related to the on-shore assets.  The 

Buyer has confirmed to the Monitor that Lagasco and Forbes will not remain liable for 
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the other’s operational obligations (including amounts payable to lessors) following the 

conveyance of the on-shore assets to Forbes.   The Lagasco/Forbes APA does contain a 

provision confirming that Lagasco and Forbes shall be jointly liable for abandonment and 

reclamation obligations related to all of the Wells purchased from Dundee, including the 

Wells to be conveyed to Forbes, and the Buyer has confirmed to the Monitor that this is 

consistent with the parties’ intended treatment of environmental liabilities post-Closing. 

In light of the foregoing, the Monitor advised the Buyer that the September Forecast 

should be prepared on a de-consolidated basis for the Buyer and Forbes.  In the Monitor’s 

view, separate forecasts are required to determine if the intended division of on-shore and 

off-shore assets is neutral and does not impair payment of various liabilities associated 

with such assets as stated in paragraph 9 of the September Lowrie Affidavit.  

h) Pace consent to joint liability for environmental obligations:  Prior to issuance of the 

Administration Order, the Buyer had sought Pace’s consent to the Buyer and Forbes 

remaining jointly liable for environmental liabilities associated with all of the Dundee 

Wells as described above.  The Monitor understands that the Buyer continues to seek that 

consent. 

6.7 In addition to the foregoing issues, Management has advised the Monitor that it believes 

that the amounts included in the June and September Forecasts for abandonment expenses and 

operating expenses should be higher based on Management’s experience.  However, the Monitor 

notes that these amounts are taken from the Deloitte Reserve Report and the Buyer has indicated 

that, at least with respect to operating expenses, it expects to achieve further reductions from the 

amounts currently reflected in the June and September Forecasts. The Monitor is also reviewing 
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the appropriate amount to be included in the September Forecast for mineral lease payments.  

6.8 As a result of the foregoing, the Monitor is not yet in a position to fully assess the 

financial viability of the Buyer and Forbes post-Closing.   

7.0 TRANSFER OF WELL LICENCES 

7.1 On or about June 14, 2018, MNRF was requested to consent to the transfer from Dundee 

to the Buyer on Closing of the Licences applicable to the Wells. The Buyer has engaged in 

regular discussions with the MNRF in connection with this request and has continued to provide 

the MNRF with additional information as requested. 

7.2 Prior to the date of the Fourth Report, the MNRF advised the Monitor that, subject to 

changes in the financial situation of the Buyer, it will be in a position to agree to the transfer of 

the Well Licences and the assignment of the MNRF Leases upon Closing of the Transaction 

outlined in the APA, subject to the receipt of the following outstanding deliverables: (i) payment 

of the outstanding amount of $500.00 for fees relating to the surrender of exploration licenses; 

(ii) satisfactory evidence from Buyer that security in the total amount of $270,000 has been 

established by the Buyer pursuant to s. 16 of O. Reg. 245/97, made under the Oil, Gas and Salt 

Resources Act (Ontario); and (iii) payment of the outstanding amount of $250,309 for unpaid 

royalty amounts for July and August 2017 production, which is to be paid by the Buyer on 

Closing in accordance with Paragraph 26 of the Approval and Vesting Order. 

7.3 However, the proposed transfer to Forbes of the on-shore assets post-Closing represents a 

change to the Transaction as understood by the MNRF and creates significant concerns for the 

MNRF, in particular with respect to the ability of the Buyer to meet its Abandonment and 



15 

 

Reclamation Obligations with respect to the off-shore Wells.  The MNRF’s concerns may be 

addressed, in part, if each of the Buyer and Forbes provides an indemnity or similar arrangement 

to the MNRF for the other’s Abandonment and Reclamation Obligations.  As noted above, any 

such joint liability for plugging and other Environmental Liabilities remains subject to approval 

by Pace if it will be providing financing to the Buyer and Forbes.  However, even if an indemnity 

arrangement satisfactory to the MNRF (and Pace, if applicable) is reached, the MNRF as lessor 

with respect to the off-shore Wells must still be satisfied with the financial viability of the Buyer 

post-Closing and may have other requirements if the transaction is to proceed as presently 

proposed by the Buyer.  The Monitor understands that, as of the date of this Fifth Report, the 

MNRF requires additional information from the Buyer in order to complete its assessment of the 

proposed division of off-shore and on-shore assets between the Buyer and Forbes. 

8.0 MONITOR’S CONCLUSIONS AND RECOMMENDATIONS 

8.1 Discussions with the Buyer, Dundee and the Lender regarding the Buyer’s request to 

extend the outside date for Closing are currently ongoing.  The Monitor will provide a further 

update to the Court, and provide its recommendation regarding the requested extension of the 

outside date for Closing and may request further relief from the Court, during the attendance 

scheduled for October 10, 2018. 

  
































































































































































































































































































