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INTRODUCTION 

1. On May 17, 2018 (the “Date of Appointment”), FTI Consulting Canada Inc. was 

appointed as receiver and manager (the “Receiver”) of all the assets, undertakings 

and properties (the “Property” or “Business”) of Mustang Well Services Ltd. 

(“Mustang”), KKSR Enterprises Ltd. (“KKSR ”) Complete Oilfield 

Manufacturing Ltd. (“Complete”), Reaction Oilfield Supply (2012) Ltd. 

(“Reaction”) and MRBD Ltd. (“MRDB ”) pursuant to an Order of the Honourable 

Justice Jones (the “Receivership Order”).  Mustang, KKSR, Complete, Reaction 

and MRDB are collectively referred to as the “Debtors” or the “Company”.  

2. The Receivership Order authorized the Receiver, among other things, to manage, 

operate and carry on the Business of the Company, to market any or all of the 

Property including advertising and soliciting offers to purchase the Property, and 

to make such arrangements or agreements as deemed necessary by the Receiver.  

3. On May 17, 2018, an Order (the “Sale Approval Order”) was granted approving 

the sale of a building legally described as Plan 1323928 Block 1 Lot 9, having a 

civic address of 135 46272 Highway 56, Rural Camrose County, Alberta which 

was owned by KKSR (the “KKSR Building #1”). 

4. On June 4, 2018, the Receiver filed a Receiver’s Certificate certifying that the 

transaction has been completed.  The Receiver closed the sale of the KKSR 

Building #1 on May 31, 2018 and net proceeds of $1,144,466.45 (“KKSR 

Building #1 Proceeds”) from the transaction are currently being held by the 

Receiver.  The Receiver proposes to distribute the KKSR Building #1 Proceeds to 

ATB Financial (“ATB ”) as further described later in this report. 

5. The Receiver’s reports and other publicly available information in respect of these 

proceedings (the “Receivership Proceedings”) are posted on the Receiver’s 

website at http://cfcanada.fticonsulting.com/Mustang (the “Receiver’s Website”).  
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6. The purpose of this report (“First Report”) is to provide this Honourable Court 

with: 

(a) A summary of the activities of the Receiver since the Date of 

Appointment; 

(b) A summary of receipts and disbursements from the Date of Appointment 

to August 24, 2018;  

(c) The Receiver’s summary and recommendations with respect to the 

proposed sale (the “Proposed Sale”) of certain assets of the Debtors 

including a building located near Camrose, Alberta at Plan 9922651 Lot 3 

(“KKSR Building #2”) and various equipment and inventory.  The 

Receiver and 877232 Alberta Ltd. (“877 AB Ltd.”) have executed a 

definitive asset purchase agreement (the “877 APA”); and 

(d) The Receiver’s summary and recommendations with respect to selling the 

remaining assets of the Debtors by way of public auction. 

7. The Receiver is requesting the following relief from this Honourable Court: 

(a) Approval of the activities of the Receiver since the Date of Appointment 

as reported herein; 

(b) An order (the “Approval and Vesting Order”) in respect of the proposed 

877 APA;  

(c) Authorization for the Receiver to engage Tiger Liquidity Services Energy 

Partners (“Tiger”) to facilitate a sale of the Debtors’ remaining assets by 

public auction; 

(d) A Sealing Order in respect of Appendices B to D; and 
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(e) Authorizing certain interim distributions (the “Interim Distributions ”) 

from the net proceeds received from the sale of the KKSR Building #1 

and, if approved by this Honourable Court, the sale of the KKSR Building 

#2 as described below. 

TERMS OF REFERENCE 

8. In preparing this First Report, the Receiver has relied upon audited and unaudited 

financial information, other information available to the Receiver and, where 

appropriate, the Company’s books and records and discussions with various 

parties (collectively, the “Information ”).   

9. Except as described in this First Report: 

(a) The Receiver has not audited, reviewed or otherwise attempted to verify 

the accuracy or completeness of the Information in a manner that would 

comply with Generally Accepted Assurance Standards pursuant to the 

Canadian Institute of Chartered Accountants Handbook; and 

(b) The Receiver has not examined or reviewed financial forecasts and 

projections referred to in this First Report in a manner that would comply 

with the procedures described in the Canadian Institute of Chartered 

Accountants Handbook.  

10. Future oriented financial information reported or relied on in preparing this First 

Report is based on assumptions regarding future events.  Actual results may vary 

from forecasts and such variations may be material.  

11. The Receiver has prepared this First Report in connection with the Receiver’s 

Application on September 5, 2018.  This First Report should not be relied on for 

other purposes. 
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12. Information and advice described in this First Report that has been provided to the 

Receiver by its legal counsel, Cassels Brock and Brockwell LLP (the “Receiver’s 

Counsel”), was provided to assist the Receiver in considering its course of action, 

is not intended as legal or other advice to, and may not be relied upon by, any 

other person. 

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

Canadian Dollars.  

BACKGROUND 

Corporate Structure and Asset Holdings 

14. The Debtors are related parties and operate in various areas within the oil field 

service industry.  A summary of the operating activities and assets held by each of 

the Debtors is described below.  

(a) Mustang – is an oil and gas well servicing company that owns nine (9) 

service rigs (“Service Rigs”) and miscellaneous ancillary equipment.  At 

the Date of Appointment Mustang had thirty-nine (39) employees. The 

Receiver has terminated employees on behalf of the Debtors on an 

ongoing basis as various jobs were completed and equipment retrieved.  

The Receiver continues to employee three (3) Mustang employees to assist 

in these Receivership Proceedings. 

(b) Complete – is a repair, maintenance and rig manufacturing shop that owns 

various tools, manufacturing equipment and parts inventory.  At the Date 

of Appointment Complete had five (5) employees and two (2) contractors. 

All employees and contractors were subsequently terminated upon the 

completion of ongoing jobs.  Complete operated out of the facility 

described above as KKSR Building 2. 
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(c) MRBD – is an equipment holding company that owns four hybrid 

wireline/service rig units known as “Innovators”. MRBD rented the 

Innovators to Mustang.  At the Date of Appointment MRBD did not have 

any employees. 

(d) Reaction – Reaction was an oilfield supply company. Reaction’s assets 

included minor inventory parts and supplies.  At the Date of Appointment 

Reaction did not have any employees. 

(e) KKSR – is a real estate holding company that, as at the Date of 

Appointment, owned two buildings: 

i. KKSR Building #1 – which was previously sold by the Receiver as 

described above and authorized by the Sale Approval Order.  

ii.  KKSR Building #2 – this building is subject to the Receiver’s 

Proposed Sale and the 877 APA. 

RECEIVER’S ACTIVITIES 

Custody and Control 

15. On the Date of Appointment, the Receiver attended the Company’s leased 

premises at Suite 1100, 910 7th Ave SW, Calgary, Alberta to meet with the 

Company’s chief financial officer, advise the Company that the Receivership 

Order had been granted and to take possession of the Company’s Property in 

accordance with the terms of the Receivership Order.  The Receiver indicated its 

intent to continue the Debtors’ operations in the interim in order to complete 

several on-going jobs, retrieve the Debtors’ assets and facilitate an orderly sale of 

the Property or Business in order to maximize the return for all of the Company’s 

stakeholders. 
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16. At the Date of Appointment, the Service Rigs and Innovators were located at 

various locations throughout Alberta and Saskatchewan. The Receiver utilized the 

services of existing employees to retrieve the Service Rigs and Innovators. All 

Service Rigs, Innovators and other equipment are now currently located at the 

KKSR Building #2 and a leased yard in near Camrose, Alberta.   

17. On the Date of Appointment, in accordance with the Receivership Order, the 

Receiver froze the Companies’ bank accounts. 

Statutory Notices  

18. On May 27, 2018, the Receiver mailed the notice and statement of receiver in 

accordance with subsection 245(1) and 246(1) of the Bankruptcy and Insolvency 

Act to the Superintendent of Bankruptcy and to all known creditors of the 

Debtors. 

19. The Receiver notified Canada Revenue Agency (“CRA”) of the Receiver’s 

appointment and established new remittance accounts for the goods and sales tax 

and employee payroll deduction obligations arising subsequent to the Date of 

Appointment. 

Website and Receiver Contacts 

20. The Receiver established a website at http://cfcanada.fticonsulting.com/Mustang, 

where the Receiver will post periodic updates on the progress of the Receivership 

Proceedings, along with copies of court orders, motion materials and reports filed 

in connection with these Receivership Proceedings. The Receiver posted its 

Calgary office contact information including its phone number, fax number and e-

mail address, for creditors, employees, interested parties and other stakeholders 

can use to contact the Receiver. 
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Employees 

21. As discussed above, the Receiver initially retained all employees in order to 

complete ongoing jobs and retrieve equipment. Employees were terminated as 

ongoing jobs were completed and equipment retrieved. All jobs have now been 

completed and all equipment has been retrieved and is currently being stored in a 

central yard located in Camrose, Alberta.  

22. At the date of this report, the Receiver continues to retain 3 employees on a part-

time basis. The retained employees have been assisting and continue to assist the 

Receiver with safeguarding assets, touring potential purchasers around the yard to 

view assets, completing final invoicing/billings, day to day accounting and 

accounts receivable collections. 

Insurance 

23. The Receiver contacted the Company’s insurance provider to amend the 

Company’s existing insurance policies to reflect the Receiver’s interest in the 

Property, to review the adequacy of the insurance and to discuss the status of the 

insurance coverage. The Receiver amended the Company’s insurance policy to 

reflect the fact that the Company’s operations have effectively ceased, and that 

the Property is now located in a secure facility awaiting sale. 

Accounts Receivable 

24. Since the Date of Appointment, the Receiver has made efforts to collect 

outstanding accounts receivable owing to the Debtors as at the Date of 

Appointment.  According to the Company’s books and records the Debtors had 

approximately $2.0 million in accounts receivable on the Date of Appointment.    
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25. To date the Receiver, with the assistance of the remaining employees, has 

collected approximately $1.3 million. The Receiver continues collection efforts 

on the remaining outstanding accounts receivables, however the remaining 

receivables are older overdue accounts with significantly higher collection risk. 

SUMMARY OF RECEIPTS AND DISBURSEMENT 

26. Receipts and Disbursements from the Date of Appointment to August 24, 2018 

are summarized as follows:  

 

(a) Receiver’s Borrowings – amounts borrowed in accordance with the terms 

of the receivership Order to provide sufficient working capital to fund the 

completion of ongoing projects and the retrieval of equipment; 

(b) AR Collections and other miscellaneous – amounts collected from 

customers related to work completed prior to receivership proceedings as 

well as minor refunds from deposits;  

Schedule of Receipts and Disbursements

As at August 24, 2017

$ CAD Notes

-                      

Receipts -                      

Receiver's Borrowings 150,000         a

Accounts receivables and other miscellaneous 1,397,245     b

Net Proceeds from sale of KKSR Building #1 1,144,466     c

Total - Receipts 2,691,711    

Disbursements

Repayment of Receiver's Borrowings 150,000         d

Payroll - Employee Related Obligations 235,178         e

Insurance 50,944           f

Operating expenses 77,789           g

GST/PST Paid 4,121             h

Bank & Interest Charges 2,310             i

Total - Disbursements 520,341        

Net Cash on Hand 2,171,370    
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(c) Net Proceeds from sale of KKSR Building #1 – proceeds held in trust 

related to the sale of KKSR Building #1, the Receiver is requesting to 

distribute these funds to ATB as the senior secured creditor and mortgage 

holder over KKSR Building #1 discussed in further detail below; 

(d) Repayment of Receiver’s Borrowings – relates to the repayment of the 

funds borrowed by the Receiver;  

(e) Payroll and employee related obligations – costs relating to employee 

wages, payroll remittances, benefits and payroll service charges; 

(f) Insurance – costs incurred relating to insurance on KKSR Building #2 and 

the Remaining Equipment; 

(g) Operating expenses – operating costs incurred relating to completing 

ongoing projects, retrieving equipment and the operation of KKSR 

Building #2; 

(h) GST/PST paid – relates to goods and services tax remittances; and 

(i) Bank & interest charges – relates to banking fees and interest charged on 

the Receiver’s borrowings.  

27. As at August 24, 2018 the Receiver held $2,171,370 in cash on hand. 

PROPOSED SALE OF THE KKSR BUILDING #2 AND ADDITIONA L 
PROPERTY 

28. The Receiver is seeking approval from this Honourable Court to complete the 877 

APA.  A redacted copy of the 877 APA is attached at Appendix A and an 

unredacted copy is attached as confidential Appendix B. A summary of key non-

commercial terms of the 877 APA are as follows: 
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(a) The purchased assets include: 

i. The KKSR Building #2; 

ii.  1 Forklift; 1 skid steer; 2 pick-up trucks, 1 service truck; and 

iii.  Miscellaneous intellectual property, supplies and parts inventory 

owned by Complete and Reaction;  

(b) The 877 APA is subject to the following conditions precedent 

(collectively, the “Purchaser Conditions”):  

i. this Honourable Court approving the 877 APA and granting an 

approval and vesting order; and 

ii.  the purchaser obtaining financing;  

(c) The purchaser has paid a deposit of 5% of the purchase price, which 

deposit is refundable only if court approval cannot be obtained.  

29. The financing condition was waived by the purchaser on August 13, 2018, 

therefore the 877 APA is subject only to approval by this Honourable Court.  

THE RECEIVER’S ANALYSIS OF THE PROPOSED SALE 

30. Prior to these Receivership Proceedings, KKSR engaged Trevor Vinet of Re/Max 

Real Estate (Edmonton) Ltd. (“Re/Max”) to market and solicit offers for the 

property held by KKSR pursuant to the terms of a commercial seller brokerage 

agreement (“Brokerage Agreement”) dated January 18, 2018. 
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31. KKSR Building #2 was advertised for sale on the real estate board’s Multiple 

Listing Service (“MLS ”) commencing on January 18, 2018 with an original 

listing price of $1,875,000. 

32. The Receiver understands that prior to these Receivership Proceedings both 

KKSR Building #1 and KKSR Building #2 were listed for sale by Re/Max 

concurrently. Re/Max was instructed to sell one building and to terminate the 

listing for the other building once one of the buildings sold. A sale agreement for 

KKSR Building #1 was initially entered into on April 26, 2018 and shortly 

thereafter Re/Max terminated the listing for KKSR Building #2.  Accordingly, the 

KKSR Building #2 was publicly listed for approximately 3.5 months. During this 

time no offers were received for KKSR Building #2 through the Re/Max listing 

process. 

33. On February 26, 2018, concurrently with the Re/Max process, the Debtors 

engaged Sageworth Partners Inc. (“Sageworth”) to act as financial advisor and 

selling agent to initiate a sales and marketing process (the “Sageworth Process”) 

with a mandate to sell all or parts of the Debtors’ business. The Sageworth 

process resulted in various non-binding expressions of interest being received. 

One of the expressions of interest included an offer of $850,000 for the KKSR 

shares based on the understanding that the only asset that would be held in KKSR 

at the time of closing would be KKSR Building #2.  Accordingly, the offer was 

effectively for KKSR Building #2.  This offer was not accepted. 

34. In addition to the above, the Receiver reviewed an independent appraisal that was 

completed by RLB Property Appraisals Ltd (“RLB Appraisal ”), on behalf of the 

Debtors, with an effective date of May 3, 2018.   

35. The Receiver considered all the above in negotiating the 877 APA and is of the 

view that the purchase price is appropriate and closing the 877 APA is in the best 

interest of the stakeholders for the following reasons: 
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(a) KKSR Building #2 was adequately exposed to the marketplace as it was 

listed on MLS by Re/Max.  Re/Max is an experienced and reputable 

brokerage firm.  The MLS listing was active for approximately 3.5 

months. No offers were received during this time which may indicate that 

the original list price of $1,875,00 may have been above market at and/or 

the market for manufacturing shops/yards in Camrose, Alberta was soft; 

(b) The Sageworth Process brought one expression of interest explicitly 

related to the KKSR Building #2. The offer was significantly lower than 

the purchase price contemplated in the 877 APA. The Receiver notes that 

the 877 APA does include additional assets (3 trucks, parts/supply 

inventory, fork lift and skid steer) however, the Receiver is of the view 

that the value of these items is relatively immaterial to the total transaction 

value; 

(c) The purchase price in the 877 APA is consistent with the RLB Appraisal;  

(d) Completing the Proposed Sale will avoid the requirement to pay a 

commission on the sale. A typical commission on this type of real-estate 

transaction would be approximately $40,000;  

(e) The 877 APA no longer contains any material conditions; 

(f) 877 AB Ltd. is an unrelated third party; 

(g) The Receiver does not believe that re-listing the KKSR Building #2 for 

sale would result in an increased return to stakeholders; and 

(h) ATB (as the senior secured creditor and only mortgagee on KKSR 

Building #2) is supportive of closing the 877 APA as set out above. 
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SALE OF REMAINING EQUIPMENT 

36. If this Honourable Court approves the 877 APA, the major remaining assets aside 

from accounts receivable will be the Service Rigs, Innovators and other 

miscellaneous equipment (collectively, the “Remaining Equipment”). 

37. The Receiver made attempts since the Date of Appointment to sell the Remaining 

Equipment by way of an en bloc sale.  The Receiver’s efforts were focused on 

contacting parties who had previously expressed an interest in the Remaining 

Equipment through the Sageworth Process. The most common response from 

these parties was that they would be interested in certain, but not all the 

Remaining Equipment.  Furthermore, the Receiver was unable to attract any 

piecemeal offers that would result in the sale of substantially all of the assets or 

were for reasonable value. 

38. Given an en bloc sale is unlikely and given the nature of the Remaining 

Equipment, the Receiver concluded that the most efficient and effective way of 

realizing on the Remaining Equipment was through a liquidation auction 

conducted by a professional liquidator as agent for the Receiver. This will ensure 

full and adequate exposure to the market. 

39. The Receiver contacted three (3) liquidators and requested that they submit 

proposals by no later than August 24, 2018.  

40. Three (3) proposals were received (the “Proposals”) and a summary of the 

Proposals has been prepared by the Receiver and has been designated as 

confidential Appendix C.  

41. The Receiver is of the view that disclosure of the financial terms of the Proposals 

may be detrimental to the realization process and is therefore seeking a Sealing 

Order in respect of Appendix C.   
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42. The Receiver assessed the three Proposals based on their terms and projected 

recovery under various assumptions of gross proceeds of realization.  The 

Receiver also considered the marketing strategies, experience and timelines 

presented within the Proposals. The proposal submitted by Tiger provided the 

highest net minimum guarantee and overall expected recoveries which would 

protect the downside risk to the auction while maintaining the potential for 

upside.  

43. Accordingly, the Receiver proceeded to negotiate an auction agreement 

(“Auction Agreement”) with Tiger which is conditional on approval by this 

Honourable Court. A copy of the Auction Agreement is attached as confidential 

Appendix D. As at the date of this report the Auction Agreement has not been 

finalized however the Receiver expects to have the Auction Agreement executed 

prior to the application on September 5, 2018. The Receiver is of the view that 

disclosure of the financial terms of the Auction Agreement may be detrimental to 

the realization process and is therefore seeking a Sealing Order in respect of the 

Auction Agreement.   

44. The Receiver is of the view that approval and implementation of the Auction 

Agreement will provide for the most efficient and effective method of realizing on 

the Remaining Equipment. Accordingly, the Receiver seeks the approval of this 

Honourable Court to sell the Remaining Equipment by way of public auction in 

accordance with the terms of the Auction Agreement.  The Order sought by the 

Receiver approving the Auction Agreement also vests the Remaining Equipment 

in their purchaser(s) free and clear of any claims or encumbrances. 
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SECURED AND PRIORITY CLAIMS  

Alberta Treasury Branch 

45. ATB is the main secured creditor within these Receivership Proceedings. On the 

date of Appointment ATB was owed approximately $17.5 million. ATB’s 

security interests are documented in detail within the affidavit of Trina Holland 

dated May 14, 2018. The security package includes various general security 

agreements and guarantees from the Debtors as well as a land mortgage dated 

October 15, 2013 (“KKSR Mortgage”) in the principal sum of $2,800,000 over 

the KKSR Building #1 and the KKSR Building #2. 

46. The Receiver’s Counsel has not completed a full review of ATB’s security for the 

reasons described in paragraph 49 of this Report. However, Receiver’s Counsel 

has completed an independent security review of the KKSR Mortgage. The 

Receiver’s Counsel’s review of the KKSR Mortgage concluded, with standard 

assumptions and qualifications, that the KKSR Mortgage constitute a valid and 

enforceable obligation of KKSR in accordance with the terms of the KKSR 

Mortgage and that the KKSR Mortgage creates a valid mortgage and charge in 

favour of ATB in the real property described in the KKSR Mortgage. The review 

noted a potential claim in priority of ATB arising from a caveat registered by 

Camrose County for property taxes. The Receiver notes that there are 

approximately $90,000 property taxes in arrears related to the KKSR Building #2 

(“Property Tax Arrears ”). 

47. Given the above review, and should this Honourable Court approve the 877 APA, 

the Receiver seeks authorization to make the following distributions (“Proposed 

Distributions ”): 

(a) Distribution of the Property Tax Arrears to Camrose County from the net 

proceeds received from the 877 APA; 
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(b) Distribution of KKSR Building #1 Proceeds currently held in trust by the 

Receiver to ATB;  

(c) Distribution of the purchase price allocated to KKSR Building #2 within 

the 877 APA less the Property Tax Arrears to ATB; and 

(d) The Receiver is not intending to distribute the funds received from the sale 

of the other assets included in the 877 APA for the reasons set out below.  

Other Secured Creditors 

48. Through searches performed in the Alberta, British Columbia and Saskatchewan 

personal property registries and communications with various creditors, the 

Receiver is aware that aside from ATB there are other creditors who are asserting 

security interests in certain property of the Debtors in priority to ATB. The 

Receiver’s Counsel is waiting on additional documents and information from 

certain of those creditors. As such, the Receiver’s Counsel has not had the 

opportunity to finalize their general security review and those creditors alleging 

security interests in priority to ATB have not had an opportunity to put evidence 

in support of their claims before this Honourable Court.  

49. Accordingly, if this Honorable Court authorizes the Receiver to sell the 

Remaining Equipment by way of public auction, the Receiver intends to hold the 

net proceeds from the sale of the Remaining Equipment in trust until further order 

of this Honourable Court. This will allow for: (i) the Receiver’s Counsel to 

complete their security review once the additional documents and information 

have been received ; and (ii) any affected creditors to bring an application before 

this Honourable Court in the event that those creditors disagree with the outcome 

of the security review.   
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RECEIVER’S RECOMMENDATIONS 

50. The Receiver respectfully requests that this Honourable Court grant the following 

relief: 

(a) Approving the Receiver’s activities to date; 

(b) Granting a sale approval and vesting order in respect of the 877 APA; 

(c) Approving the sale of the Remaining Equipment by way of public auction;  

(d) Approving the Auction Agreement; and 

(e) Approving the Proposed Distributions 

All of which is respectfully submitted this 27th day August 2018. 

FTI Consulting Canada Inc., 
in its capacity as proposed receiver Mustang 
Well Services Ltd., KKSR Enterprises Ltd., 
Complete Oilfield Manufacturing Inc., Reaction 
Oilfield Supply (2012) Ltd., AND MRBD Ltd. 
 
 
 
 
 
Deryck Helkaa 
Senior Managing Director 
 
 
 
 
Dustin Olver 
Managing Director 
 

 

 
































































