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INTRODUCTION 

1. FTI Consulting Canada Inc. was appointed Receiver and Manager (“Receiver”) of 

the property, assets and undertakings (the “Assets”) of Trafina Energy Ltd. 

(“Trafina” or the “Company”) pursuant to an Order (the “Receivership Order”) of 

this Honourable Court granted on June 13, 2012.  

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

the business of the Company, to market and solicit offers to purchase the Assets 

of the Company, and to make such arrangements or agreements as deemed 

necessary by the Receiver. 

3. The purpose of this first report (the “First Report”) of the Receiver is to advise 

this Honourable Court with respect to: 

(i) the activities of the Receiver for the period of June 13, 2012 to date; 

(ii)  an offer to purchase (“Quattro Offer”) all of Trafina’s south west 

Saskatchewan oil and natural gas properties (“SW Saskatchewan 

Properties”) received from Quattro Exploration and Production Ltd. 

(“Quattro”); 

(iii)  The Receiver’s comments on the marketing efforts to solicit offers to 

purchase the SW Saskatchewan Properties conducted by Trafina prior to 

the granting of the Receivership Order; 

(iv) The Receiver’s analysis and recommendations with respect to the Quattro 

Offer; and 

(v) other administrative matters relating to the granting of the Receivership 

Order. 
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4. All references to currency in the First Report are in Canadian Dollars. 

5. Capitalized terms not otherwise defined herein have the meanings set out in the 

Receivership Order. 

BACKGROUND 

6.  Trafina is an oil and gas company engaged in the production, exploration, 

development and acquisition of petroleum and natural gas properties in the 

Provinces of Alberta and Saskatchewan. Trafina is a public company listed on the 

TSX Venture Exchange with its head office located in Calgary, Alberta. 

7. Trafina’s operations include the following three core oil and gas exploration and 

production areas: 

(i) operated and non-operated oil and natural gas properties located in central 

Alberta near Wetaskiwin (the “Wetaskiwin Properties”); 

(ii)   a heavy oil play known as McMullen located in northeast Alberta 

(“McMullen”); and 

(iii)  The SW Saskatchewan Properties which comprise operated oil and natural 

gas properties in Rangeview, Divide and Katherine located in southwest 

Saskatchewan.  

8. Trafina’s unaudited March 31, 2012 financial statements indicated the following: 

(i) Book value of oil and gas assets totaling approximately $13.4 million; 
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(ii)  Secured debt of $3.0 million primarily owed to the National Bank of 

Canada (“National Bank”).  National Bank provided Trafina with an 

operating line of credit and is the most significant secured creditor with 

respect to this Receivership; and 

(iii)  Unsecured creditors totaling $4.5 million. 

9. At the date of the granting of the Receivership Order, all of Trafina’s oil and 

natural gas wells had been shut-in with the exception of the Wetaskiwin 

Properties non-operated wells which currently produce approximately 200 barrels 

of oil equivalent (“BOE”) per day of natural gas.  

ACTIVITIES OF THE RECEIVER SINCE JUNE 13, 2012 

CUSTODY & CONTROL 

10. On June 14, 2012 the Receiver attended the leased head office of Trafina located 

at 2210, 530 – 8th Avenue S.W. in Calgary, Alberta to meet with the Company’s 

employees and consultants in order to discuss the transition of operations from 

management to the Receiver. 

11. On June 13, 2012, in accordance with the Receivership Order the Receiver froze 

Trafina’s bank accounts. 

INSURANCE 

12. Trafina’s insurance policy was set to expire June 30, 2012. Subsequent to its 

appointment the Receiver reviewed the adequacy of the insurance coverage and 

has renegotiated and renewed Trafina’s insurance policy. 
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EMPLOYEES AND CONTRACTORS 

13. On June 13, 2012 Trafina employed two full-time head office employees, five 

consultants and two contract field operators. The Receiver has retained the two 

full-time office employees to assist with accounting, administrative functions and 

assist in preparing materials to sell the Assets. In addition the Receiver has 

retained four of the consultants and both contract field operators on an hourly rate 

and on an as-needed basis.   

OFFICE LEASE AGREEMENT 

14. At the time of the Receivership, Trafina was subleasing its head office space 

located in Calgary, Alberta. The Receiver has made arrangements with the current 

landlord to allow the Receiver to continue to occupy the space until August 31, 

2012.  

STATUTORY NOTICES 

15. On June 22, 2012 the Receiver mailed the notice and statement of Receiver in 

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

Act. 

OPERATIONAL REVIEW  

16. On June 14, 2012 the Receiver met with certain of Trafina’s employees and 

contractors (collectively “Trafina Management”) to discuss any operational, 

safety or environmental issues. Trafina Management advised that all of Trafina’s 

operated wells had been shut in prior to the Receivership due to economic and/or 

regulatory considerations.  Furthermore, Trafina Management advised that 

shutting in the various wells was completed on a temporary basis and that the 

shut-in should reduce the risk of any future operational, safety or environmental 

issues.   
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17. However, Trafina Management did advise the Receiver of a concern over the SW 

Saskatchewan Properties being shut-in due to the age of properties’ equipment 

which increased the risk of potential structural failure from pressure buildup.  

Trafina Management advised that it believed the SW Saskatchewan Properties 

should be monitored on a regular basis.  Accordingly, the Receiver contacted the 

contract field operator in charge of the SW Saskatchewan Properties and engaged 

him to perform a weekly monitoring of the SW Saskatchewan Assets.   

18. The Receiver has made arrangements to inventory and periodically visit the 

McMullen and Wetaskiwin Properties. 

19. In addition to retaining field operators to review the Assets, the Receiver engaged 

a third party oil and gas operations management company, Cord Resource 

Management Limited (“Cord”) to perform an independent site inspection of all of 

Trafina’s operated oil and gas wells and facilities and to report its findings with 

respect to any operational, safety or environmental concerns. Cord completed the 

site inspection on June 25, 2012 and the Receiver subsequently met with Cord. 

No significant and/or urgent issues were noted by Cord; however, the Receiver 

will continue its monitoring of the Assets, as set out above. 

ENGAGEMENT OF A SELLING AGENT 

20. The Receiver, in consultation with the National Bank, determined that a selling 

agent should be retained in order to maximize the value of Trafina’s Assets.  The 

Receiver discussed with Trafina Management and National Bank potential selling 

agents who should be contacted to provide proposals with respect to assisting the 

Receiver in selling the Assets.  The Receiver contacted three oil and gas 

consulting companies which have significant knowledge and experience with 

marketing assets similar in size to Trafina’s and generally in the Western 

Canadian oil and gas industry.  The request for proposals was designed to gather 

the following information relating to the potential selling agents: 
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(i) Overall marketing process contemplated; 

(ii)  Knowledge of the Assets; 

(iii)  General experience and knowledge of the industry; and 

(iv) Fee structure. 

21. All of the above information was considered in the Receiver’s selection criteria. 

After reviewing all three selling agents’ proposals and having meetings with each 

potential selling agent, the Receiver engaged NRG Divestitures Inc. (“NRG”). 

22. NRG has provided the Receiver with its preliminary marketing materials and the 

Receiver anticipates commencing a formal marketing process of the Assets next 

week. 

QUATTRO OFFER 

23. Prior to the commencement of the Receivership, Trafina had completed a process 

to solicit potential investors and/or purchasers as part of its various restructuring 

efforts.  As a result of these efforts, Quattro submitted an offer to purchase the 

SW Saskatchewan Properties on or about May 10, 2012 (the “Pre-Receivership 

Offer”). The Pre-Receivership Offer had a purchase price of $1.5 million and was 

originally set to close May 31, 2012. Trafina was unable to close the Pre-

Receivership Offer due to various issues including certain operational and 

regulatory issues which were identified between the time the deal was negotiated 

and the closing date. The various operational issues relating to the SW 

Saskatchewan Properties stemmed from a site inspection by the Saskatchewan 

Government that determined the requirement for certain inspections of the on-site 

boilers. As a result of inspection, Trafina Management temporarily shut-in all 

production relating to SW Saskatchewan. 
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24. The operational issues and the granting of the Receivership Order ultimately 

resulted in the Pre-Receivership Offer being terminated. Immediately following 

the granting of the Receivership Order, Quattro contacted the Receiver and 

advised that it remained interested in completing an acquisition of the SW 

Saskatchewan Properties; however, Quattro advised the Receiver that additional 

due diligence would be required to determine the cost to address the operational 

and regulatory issues discussed above.   

25. On June 25, 2012, Quattro attended the SW Saskatchewan Properties to perform a 

further site inspection and completed its additional due diligence. On June 28, 

2012 the Receiver met with Quattro to discuss its findings. Quattro advised the 

Receiver of approximately $550,000 of additional costs (“Remediation Costs”) 

that would be required to address the operational and/or regulatory issues present 

with the SW Saskatchewan Properties.  

26. As discussed above, the Receiver had retained Cord to perform a site inspection 

of Trafina’s Assets.  In conjunction with this request, the Receiver specifically 

requested that Cord review and assess the estimated costs to address the 

operational and regulatory issues present at the SW Saskatchewan Properties.  On 

June 28, 2012, the Receiver met with Cord and Trafina Management to discuss 

the reasonableness of the Remediation Costs identified by Quattro. Cord and 

Trafina Management advised that based on their site inspection and knowledge of 

the SW Saskatchewan Assets, the estimated Remediation Costs were reasonable. 

27. On July 4, 2012, Quattro submitted an offer to the Receiver to purchase the SW 

Saskatchewan Properties. The general terms of the offer are as follows: 

(i) Purchase price of $1.0 million; 

(ii)  Non-refundable deposit of $50,000; 

(iii)  Assets to be purchased on an ‘as is where is’ basis; 
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(iv) Closing date of July 20, 2012; and 

(v) Subject to approval of this Honourable Court. 

28. The Receiver entered into a letter of intent with Quattro on July 4, 2012 based on 

the above noted terms.  On July 11, 2012, the Receiver executed a formal asset 

sale agreement with Quattro (the “Quattro ASA”).  A copy of the Quattro ASA is 

a attached to this report at Appendix “A”. 

29. The main terms and conditions to the Quattro ASA include: 

(i) A purchase price of $1.0 million; 

(ii)  A non-refundable deposit of $50,000 which has been received by the 

Receiver; 

(iii)  The purchase of all of Trafina’s petroleum and natural gas properties 

located in Saskatchewan (the SW Saskatchewan Properties); 

(iv) The scheduled closing date is July 20, 2012; and 

(v) The Quattro ASA is only subject to Court approval. 

30. The Receiver has been advised by Quattro’s counsel that it holds funds in trust 

sufficient to close the Quattro ASA. 
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RECEIVER’S ANALYSIS OF TRAFINA’S PRE-RECEIVERSHIP 
MARKETING EFFORTS 

31. While the Receiver has not commenced its marketing process with respect to 

Trafina’s Assets, we believe the Quattro Offer to be reasonable in the 

circumstances, given the following: 

(i) The Quattro Offer relates only to the SW Saskatchewan Properties and 

this particular property was marketed for sale by Trafina commencing in 

late 2011 and throughout 2012.  Trafina retained a financial advisor to 

assist in the selling of the SW Saskatchewan Properties and the agent 

contacted approximately 1,800 parties by e-mail or phone and 20 

confidentiality agreements were signed. Additionally the SW 

Saskatchewan Properties marketing materials were presented on the 

selling agents’ website; 

(ii)  The highest offer obtained by Trafina relating to the SW Saskatchewan 

Properties was from Quattro for $1.5 million, however, ultimately was not 

closed due to various operational and  regulatory issues noted above; 

(iii)  After completing additional due diligence, Quattro revised its offer from 

$1.5 million (the Pre-Receivership Offer) to $1.0 million to reflect the 

estimated Remediation Costs.  The Receiver has discussed the revised 

offer with Trafina Management, Cord and National Bank and believe the 

adjustment to the purchase price is reasonable given the various 

operational and regulatory issues; 
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(iv) During the process to retain a selling agent, the Receiver discussed the 

offer from Quattro with each of the proposed selling agents who all agreed 

proceeding with a closing of the Quattro transaction would likely 

maximize value to all stakeholders; 

(v) Trafina Management have advised the Receiver that closing of the Quattro 

Offer would maximize recoveries and the National Bank also believes that 

the offer from Quattro is reasonable in the circumstances; 

(vi) The offer would allow for a sale of all Trafina’s assets in Saskatchewan 

which would be beneficial to dealing with any license transfer issues with 

the Saskatchewan Ministry of Energy and Resources; 

(vii)  As discussed above, completion of the sale would address future holding 

costs and potential issues relating to the various operations issues and the 

temporary shut-in nature of the SW Saskatchewan Properties which could 

require significant capital expenditures; 

(viii)  Selling the SW Saskatchewan Properties would not be detrimental to the 

marketing of Trafina’s remaining oil and gas assets (Wetaskiwin 

Properties and McMullen) which are distinct and separate properties 

located in Alberta; and 

(ix) The Quattro Offer is in excess of the total proved reserve value discounted 

at 10% of $321,500 per the December 31, 2011 McDaniel and Associates 

Consultants Ltd. reserve report. 
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32. The Receiver recommends that the Quattro ASA be approved by this Honourable 

Court as this offer is likely the highest and best value that would be received and 

completing a further marketing of the SW Saskatchewan Properties would not 

likely achieve a better result.  Furthermore, the SW Saskatchewan Properties have 

been exposed to the market by Trafina prior to the granting of the Receivership 

Order.  In addition, completing the sale to Quattro would eliminate further 

potential holding and remediation costs relating to the SW Saskatchewan 

Properties.  The Receiver is concerned that if the transaction with Quattro is not 

completed, then significant capital expenditures may be required in the immediate 

future. 

AMENDED AND RESTATED RECEIVERSHIP ORDER 

33. After its appointment, the Receiver became aware that there were certain statutory 

references in the Receivership Order that require revision, as set out in the 

blackline attached to the Receiver’s application.  The Receiver has discussed 

these issues with counsel to National Bank and understands that counsel to 

National Bank will make submissions on this matter at the hearing of the 

Receiver’s application. 

RECEIVER’S RECOMMENDATIONS 

34. The Receiver recommends that the Quattro ASA be approved by this Honourable 

Court and that the Amended and Restated Receivership Order be granted. 

35. The Receiver intends, if the Quattro ASA is approved by this Honourable Court 

and is subsequently completed, to apply the net proceeds received against the 

outstanding operating line owed to the National Bank in order to reduce future 

interest costs.  The Receiver will execute a written agreement with the National 

Bank that the Receiver may revolve the operating line to fund any needed 

expenditures or priority creditors. 
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All of which is respectfully submitted this 11th day of July, 2012.  

FTI Consulting Canada Inc. 
in its capacity as Receiver of  
the assets, property and undertaking of Trafina 
Energy Ltd. 
               
      
 

 
 

Name: Deryck Helkaa 
Title: Senior Managing Director,  

FTI Consulting Canada Inc.  
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Quattro ASA 

 


























































