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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 (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”).  

1.2 FTI Consulting Canada Inc. (the “Proposal Trustee”) has consented to act as trustee 

under the NOIs. 

1.3 By order dated August 16, 2017 (the “Sale Process Order”) the Ontario Superior Court 

of Justice (In Bankruptcy and Insolvency) (Commercial List) (the “Court”): 

a) declared that the proposal proceedings for DELP and DOGL (together, the 

“Proposal Proceedings”) were administratively consolidated and continued 

under a joint title of proceedings; 

b) directed that all materials in the Proposal Proceedings shall be filed with the 

Commercial List Office only in the DELP estate and court file and dispensed with 

any further filing thereof in the DOGL estate and court file; 

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

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

supervision of the Proposal Trustee; 

d) approved the amended and  restated forbearance agreement dated August 14, 

2017 (the “Forbearance Agreement”) between Dundee, Dundee Energy Limited 
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(“DEL”) and National Bank, as lender and agent for the lenders to Dundee (in 

such capacity, the “Lender”);  

e) 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 

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;  

f) extended the time within which a proposal must be filed by Dundee under the 

BIA, as well as the corresponding stay of proceedings under s. 69 of the BIA, 

until October 30, 2017 (the “Stay Period”); 

g) granted a charge (the “DIP Charge”) on the Property in favour of the Lender as 

security for all obligations of Dundee to the Lender relating to advances made to 

DELP under the Credit Facility from and after the date of the Sale Process Order;  

h) granted the Administration Charge and the Directors’ Charge (each as defined in 

the Sale Process Order) on the Property in the amounts of $250,000 and $50,000 

respectively; 
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i) declared that each of the Administration Charge and the DIP Charge shall rank in 

priority to all other Encumbrances (as defined in the Sale Process Order) on the 

Property in favour of any person, with the exception of certain secured lenders; 

and 

j) declared that the Directors’ Charge shall rank in priority to all other 

Encumbrances on the Property in favour of any person, with the exception of the 

Administration Charge, the DIP Charge, the security granted to the Lender 

pursuant to the Credit Agreement and certain other secured lenders. 

1.2 By order dated October 30, 2017 (the “Extension Order”), the Court extended the Stay 

Period to December 15, 2017. 

2.0 PURPOSE OF THE SECOND REPORT 

2.1 The purpose of this second report of the Proposal Trustee (the “Second Report”) is to 

provide the Court with the following: 

a) an update on Dundee’s operations since the First Report; 

b) an update on the Proposal Trustee’s activities since the First Report; 

c) an update on the second phase (“Phase 2”) of the BIA SSP; 

d) The receipts and disbursements of Dundee for the period ended November 24, 

2017; 
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e) The Proposal Trustee’s review of Dundee’s updated cash flow forecast for the 

period ending February 23, 2018 (the “Cash Flow Forecast”), a copy of which is 

attached as Appendix “A”;  

f) the basis for the proposed extension of the Stay Period until January 29, 2017; and 

g) the Proposal Trustee’s conclusions and recommendations in connection with the 

foregoing. 

3.0 TERMS OF REFERENCE 

3.1 In preparing the Second Report, the Proposal Trustee 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 Second Report:  

a) The Proposal Trustee 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 Proposal Trustee has not examined or reviewed financial forecasts and 

projections referred to in the Second Report in a manner that would comply with 

the procedures described in the Chartered Professional Accountants of Canada 

Handbook.  
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3.3 Future oriented financial information reported or relied on in preparing the Second 

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 Proposal Trustee has assumed the integrity and truthfulness of the information and 

explanations presented to it by Management. The Proposal Trustee has not independently 

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

information. Accordingly, the Proposal Trustee expresses no opinion or other form of assurance 

with respect to the information contained in the Second Report. The Proposal Trustee assumes 

no responsibility or liability for 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 Second 

Report or for any use which any person or entity makes of the Second Report, or any reliance on 

or a decision made based upon the Second Report, other than for the express purposes as set out 

in this Second 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 Sale Process Order (including the BIA SSP attached thereto).  

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

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

http://cfcanada.fticonsulting.com/Dundee/ (the “Proposal Trustee’s Website”). 
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4.0 BACKGROUND AND UPDATE ON DUNDEE’S OPERATIONS  

4.1 DELP is a limited partnership created pursuant to the Limited Partnership 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. 

DOGL’s only asset is its interest in DELP.  

4.3 DELP’s primary lender and secured creditor is the Lender. Pursuant to the Sale Process 

Order, the Lender is unaffected by the stay proceedings in the Proposal Proceedings.  

4.4 Since the First Report, the Proposal Trustee has continued to work closely with 

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

assisted the Proposal Trustee with the BIA SSP, where necessary, and preparation of the Cash 

Flow Forecast. Additionally, the Debtors have continued to report to the Lender as required 

pursuant to the Forbearance Agreement.  

4.5 As at the date of this Second Report, the Debtors have not defaulted under the terms of 

the Forbearance Agreement. The Debtors and the Lender entered into an amendment to the 

Forbearance Agreement on or about November 28, 2017, which approved the renewal by 

Dundee of certain leases and postponed certain milestones that the Debtors must meet in the BIA 

SSP, which is further discussed below.  

4.6 Management has advised the Proposal Trustee that Dundee has continued with its 

environmental programs in the ordinary course since the Filing Date. 
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5.0 PROPOSAL TRUSTEE’S ACTIVITIES TO DATE 

5.1 In addition to the other activities and conduct of the Proposal Trustee described in the 

Second Report, since the First Report, the Proposal Trustee has: 

a) continued to maintain the Proposal Trustee’s Website; 

b) continued to correspond and meet with Management and legal counsel; 

c) continued to assist Dundee in communicating with suppliers to maintain going 

concern operations of Dundee; 

d) continued to assist Dundee in communicating with royalty and lease holders; 

e) continued to respond to inquiries from stakeholders, including addressing 

questions or concerns of parties who contacted the Proposal Trustee on the toll-

free number or general email account established by the Proposal Trustee; 

f) continued to assist Dundee in implementing an appropriate accounting cut-off to 

ensure proper determination of pre and post-filing obligations and liabilities; 

g) continued to monitor Dundee’s business and financial affairs in order to assess 

Dundee’s business and financial affairs; 

h) continued to monitor weekly proposed disbursements with respect to payment 

terms with suppliers and creditors of Dundee in accordance with the Proposal 

Proceedings; 
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i) continued to implement and supervise the BIA SSP in accordance with its terms, 

described in more detail below; 

j) provided updates to the Lender regarding the BIA SSP; 

k) provided assistance to Dundee in the preparation of the Cash Flow Forecast and 

reported to the Lender as required under the Forbearance Agreement; and 

l) prepared the Second Report in consultation with the Proposal Trustee’s legal 

counsel. 

6.0 BIA SSP UPDATE 

6.1 Phase 1 of the BIA SSP has been completed. The Proposal Trustee received and 

evaluated the Qualified Bids it received on or before the Phase 1 Bid Deadline. As a 

result of that evaluation, the Proposal Trustee determined that certain Qualified Bidders 

should be invited to participate in Phase 2 of the BIA SSP and to continue conducting 

their due diligence. The Proposal Trustee provided its recommendation to the Lender and 

the Lender consented to continue the BIA SSP into Phase 2. 

6.2 As part of Phase 2 of the BIA SSP, the Proposal Trustee granted Qualified Bidders access 

to additional materials in the Data Room for review and answered any questions that 

arose from the due diligence process. 

6.3 At the request of certain Qualified Bidders, the Proposal Trustee coordinated site visits 

and meetings with Management.  The purpose of the meetings were to conduct on-site 

management presentations, facility tours and answer due diligence related questions.  
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6.4 The Proposal Trustee drafted and circulated a Phase 2 bid instruction letter advising 

Qualified Bidders of the requirements to submit a Final Bid, including that a Final Bid 

must be received by the Proposal Trustee by 12:00 p.m. (Eastern Time) on November 24, 

2017 (the “Phase 2 Bid Deadline”), or such other date or time as may be determined by 

the Proposal Trustee in consultation with the Lender.  

6.5 The Proposal Trustee’s counsel prepared the Form of Purchase Agreement which was 

circulated to all Phase 2 Qualified Bidders.  In accordance with the BIA SSP, each Final 

Bid must include a duly authorized and executed purchase agreement based on the Form 

of Purchase Agreement (showing amendments and modifications made thereto). In 

addition, the Proposal Trustee provided each Phase 2 Qualified Bidder with an analysis of 

working capital to be used in connection with final bids. 

6.6 Based on the feedback received by Qualified Bidders that entered Phase 2, the Proposal 

Trustee determined it would be beneficial to extend the Phase 2 Bid Deadline to 

December 1, 2017.  In accordance with the BIA SSP, the Proposal Trustee sought and 

obtained the required consent from the Lender to provide an extension. Accordingly, the 

milestones set out in the BIA SSP and/or the Forbearance Agreement have been revised 

as follows: 

Milestone Original deadline Amended deadline 

Phase 2 Bid Deadline November 24, 2017 December 1, 2017 

Execution of definitive 
purchase agreement 

December 4, 2017 December 11, 2017 
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Approval Motion December 8, 2017 December 15, 2017 

6.7 The Proposal Trustee received multiple Final Bids by the Phase 2 Bid Deadline. The 

Proposal Trustee is reviewing and analyzing the Final Bids in accordance with the BIA 

SSP and will report to the Court at a later date on the results of the BIA SSP.  

6.8 Although the BIA SSP requires Deposits under the Final Bids to be paid to the Proposal 

Trustee, the BIA SSP was amended with the consent of the Lender such that all Deposits 

have been deposited to the trust account maintained by the Debtors’ counsel, Gowling 

WLG (Canada) LLP. 

7.0 CASH FLOW RESULTS RELATIVE TO FORECAST 

Cash Flow Results and Variances 

7.1 Cash receipts and disbursements, since the First Report, for the six week period ended 

November 24, 2017 (the “Reporting Period”) as compared to the October Cash Flow Forecast 

are presented in the table below: 
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7.2 During the Reporting Period, Dundee’s total cash receipts in the amount of 

approximately $4.4M were approximately $2.5M higher than projected in the October Cash 

Flow Forecast. Management attributes this variance primarily to timing as oil and natural gas 

collections are typically received between the 20th and 25th of each month and as a result 

collections received the week ended November 24, 2017 were forecast to be received the week 

ended December 1, 2017. 

Actual Forecast Variance
Oil 1,597                           736                              861                              
Gas 2,807                           1,181                           1,626                           
Other -                               11                                 (11)                               

Total Collections 4,404                           1,928                           2,476                           

Operating Expenses
Production Expenditures (879)                             (1,117)                          238                              
Landowner Disbursements (284)                             (312)                             28                                 
Abandonment Costs (80)                               (726)                             646                              

Total Operating Expenses Disbursements (1,243)                          (2,155)                          912                              

Payroll/Other Expenses
Payroll (405)                          (375)                          (30)                            
G&A (103)                          (218)                          115                           
Interest & Financing Fees (327)                             (397)                             70                                 
Realized Risk Mgmt. Gain / (Loss) (10)                               (77)                               67                                 
Restructuring Expenses (455)                             (200)                             (255)                             

Total Payroll/Other Expenses Disbursements (1,300)                          (1,266)                          (34)                               

Net Cash Flow 1,861                           (1,494)                          3,355                           

Opening Credit Facility Balance(2) (55,592)                       (55,592)                       
Change in Credit Facility Balance 1,861                           (1,494)                          

Closing Credit Facility Balance (53,731)                       (57,086)                       
Bank Line Limit (58,000)                       (58,000)                       

Bank Line Availability 4,269                           914                              3,355                           

Note 1

Note 2

Dundee Energy Limited Partnership and Dundee Oil & Gas Limited
Schedule of Actual Receipts and Disbursements Compared to the August Cash Flow Forecast(1)

For the Six-Week Period Ended November 24, 2017
($000's CAD)

Readers are cautioned to read the Terms of Reference as set out in paragragh 3 in the Second Report.

Opening Credit Facility Balance includes $57.4M credit facility balance net of cash on deposit of $2.0M and outstanding 
cheques in the amount of $0.2M.



12 
 

7.3 Dundee’s total disbursements in the amount of $2.5M during the Reporting Period were 

approximately $0.9M lower than projected in the October Cash Flow Forecast. Management 

attributes the variance to both timing and permanent differences related to disbursements to 

Dundee’s abandonment and operations vendors.  

7.4 Overall, during the Reporting Period, Dundee experienced a positive cash flow variance 

of approximately $3.4M relative to the October Cash Flow Forecast.  

Credit Facility 

7.5 As at November 24, 2017 the amount outstanding under the Credit Facility net of cash on 

deposit (the “Credit Facility Balance”) was $53.7M, which is approximately $3.4M lower than 

forecast due to the variances noted above. Since the date of the Sale Process Order, the Lender 

has advanced approximately $1.4M to DELP and DELP has repaid $1.3M to the Lender (net 

advance of $0.1M) under the Credit Facility. Since the First Report, Dundee has continued to 

generate positive cash flow from its operations enabling it to continue to meet its obligations 

under the Credit Facility and the Forbearance Agreement. 

8.0 CASH FLOW FORECAST UPDATE 

8.1 As noted above, the Debtors have prepared the Cash Flow Forecast for the period ending 

February 23, 2018 (the “Cash Flow Period”). The Debtors are seeking an extension of the Stay 

Period to January 29, 2018 and the Cash Flow Period extends beyond the Stay Period.  

8.2 The Cash Flow Forecast is presented on a weekly basis during the Cash Flow Period and 

represents Management’s estimate of the projected cash flow during the Cash Flow Period. The 

Cash Flow Forecast has been prepared using the probable and hypothetical assumptions set out 
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in the notes to the Cash Flow Forecast (the “Cash Flow Assumptions”). 

8.3 The Proposal Trustee has reviewed the Cash Flow Forecast to the standard required of a 

Court-appointed Proposal Trustee by s. 50.4(2)(a) of the BIA, which requires the Proposal 

Trustee to review the debtor’s cash flow statement as to its reasonableness and report on the 

reasonableness of the cash flow statement to the Court. Pursuant to this standard, the Proposal 

Trustee’s review of the Cash Flow Forecast consisted of inquiries, analytical procedures and 

discussions related to information supplied to it by certain key members of Management and 

employees of Dundee. The Proposal Trustee reviewed information provided by Management for 

the Cash Flow Assumptions.  

8.4 For detail surrounding the Cash Flow Forecast please refer to Appendix “A”. 

8.5 The Cash Flow Forecast indicates that Dundee will have sufficient liquidity to operate the 

business as a going concern during the Stay Period and the Cash Flow Period. 

8.6 The Cash Flow Forecast projects that the Credit Facility Balance as at February 23, 2018 

will be $55.1M, an increase from the Credit Facility Balance as at November 24, 2017 of 

$53.7M. The increase in the Credit Facility Balance is primarily due to timing of gas collections 

which are expected to be received the week ended March 2, 2018 and therefore not included in 

the Cash Flow Period. 

8.7 The Cash Flow Forecast projects collections during the Cash Flow Period of $5.0M 

primarily related to oil and natural gas sales with the largest disbursements during the Cash Flow 

Period relating to operating expenses of $1.8M and interest and financing fees of $1.1M. 

8.8 The Cash Flow Forecast indicates that the Debtors have sufficient liquidity to operate the 
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business as a going concern during the Stay Period and the Cash Flow Period. 

8.9 The Cash Flow Forecast has been prepared solely for the purpose described above and 

readers are cautioned that it may not be appropriate for other purposes. 

9.0 EXTENSION OF THE STAY PERIOD 

9.1 Pursuant to the Sale Process Order, the Stay Period will expire on December 15, 2017. 

The Debtors are seeking an extension of the Stay Period to January 29, 2018. Pursuant to section 

50.4(9) of the BIA, the Stay Period may be extended by the Court for up to 45 days for any 

individual extension and not exceeding six months from the commencement of the Stay Period. 

9.2 The Proposal Trustee supports the Debtors’ motion to extend the Stay Period to January 

29, 2018 for the following reasons:  

a) the extension of the Stay Period is required to enable Dundee to continue to 

operate in the ordinary course and complete the BIA SSP, enter into a binding 

asset purchase agreement with respect to the Successful Bid(s) and seek approval 

of this Court to complete the transaction(s) contemplated therein; 

b) it is forecasted that Dundee has sufficient liquidity to be able to continue 

operating in the ordinary course of business during the requested Stay Period;  

c) no creditor would be materially prejudiced by the extension of the Stay Period; 

and 

d) the Debtors continue to act in good faith and with due diligence in these Proposal 

Proceedings since the filing of the NOIs. 
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10.0 PROPOSAL TRUSTEE’S CONCLUSIONS AND RECOMMENDATIONS 

10.1 For the reasons set out in the Second Report, the Proposal Trustee is of the view that the 

requested extension of the Stay Period to January 29, 2018 is reasonable and respectfully 

recommends that the Court grant the relief sought by Dundee. 

***** 
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