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INTRODUCTION 

1. Ernst & Young Inc. was appointed Receiver and Manager (the “Receiver”) of the property, assets 

and undertaking (the “Assets”) of Action Energy Inc. (“Action” or the “Company”) pursuant to 

an Order (the “Appointment Order”) of this Honourable Court dated October 28, 2009.  

2. The Appointment 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. 

PURPOSE OF REPORT 

3. The purpose of this third report (the “Third Report”) of the Receiver is to advise this Honourable 

Court with respect to: 

a) the activities of the Receiver  since the second report of the Receiver dated 

November 24, 2009 (the “Second Report”);  

b) the Receiver’s marketing efforts to solicit offers for the sale of the remaining assets  

that were not included in the asset purchase and sale agreement dated October 30, 

2009 between the Receiver and Westfire Energy Ltd. (“Westfire”) which was 

approved by Court on November 30, 2009 (the “Westfire ASA”); and 

c) the Receiver’s analysis and recommendations with respect to the approval of the 

Cutpick Energy Inc. asset purchase and sale agreement (the “Cutpick ASA”) and the 

approval of a vesting order relating to the assets included in the Cutpick ASA. 

4. Capitalized terms not defined in this Third Report are as defined in the First Report and Second 

Report. All references to currency in the Third Report are in Canadian dollars. 
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BACKGROUND 

5. Action is an oil and gas company engaged in the production, exploration, development and 

acquisition of natural gas and petroleum properties in the Provinces of Alberta and Saskatchewan. 

The head office of Action is located in Calgary, Alberta. 

6. Action is a public company listed on the TSX Venture Exchange. Action is the successor, by 

amalgamation, of numerous predecessor corporations including High Plains Energy Inc., 

Powermax Energy Inc, and Rolling Thunder Exploration Ltd.  

7. The Defendants, Northern Gas Marketing, Inc. (“Northern”) and Griffon Petroleum Inc. 

(“Griffon”) are each subsidiaries of Action and the Receiver understands these companies are 

inactive and have no material assets.  Accordingly, Northern and Griffon were not included in 

October 28, 2009 Receivership Order. 

8. Action’s major producing interests included lands and facilities located in Alberta near 

Lloydminster and Teepee Creek and in Saskatchewan near Shackleton and Lake Alma.  Action 

also has minor interests which are primarily located in Alberta near Gordondale, West Calais, and 

Lindbergh and in Southern Saskatchewan near Greater Shackleton, Russelton and Bienfait.  

9. At the receivership date the Company operated approximately 172 producing wells which were 

producing approximately 853 barrels of oil equivalent (“BOE”) per day. A large portion of 

Action’s properties and have been sold to Westfire as set out in the Westfire ASA.  

10. The Receiver continues to operate the remaining oil and gas assets which mainly comprise oil and 

gas properties located in Redwillow, Galahad, and Killam in Alberta (the “Alberta Assets”) as 

well as gas properties located in South West Saskatchewan (the “Saskatchewan Assets”) with 

cumulative production of approximately 125 BOE per day. 

11. At the date of the Receivership, the Company had 13 full-time employees and 20 contract 

operators. However due to the significant reduction in operations due to the sale of assets to 

Westfire, the Receiver currently employs a field superintendent, three contract operators, a full 

time administration staff, and two part-time contract accountants. 
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ACTIVITIES OF THE RECEIVER SINCE THE SECOND REPORT 

Operational Update 

12. Since the Second Report of the Receiver, the operations of the Company have generally 

continued in the normal course and production levels have remained fairly consistent with 

historical trends for the assets that remain in the possession of the Receiver. 

13. The Receiver’s remaining tasks relating to the Action receivership include: 

a) Completion of certain administrative tasks relating to the Westfire ASA; 

b) Collection of certain remaining receivables; and 

c) Selling Actions remaining assets. 

Westfire ASA 
 

14. Since the approval of the Westfire ASA by this Honourable Court on November 30, 2009, the 

Receiver has taken the following steps to complete the Westfire sale: 

a) Collected the purchase price of $30 million; 

b) Calculated and paid a preliminary final statement of adjustments. The preliminary 

final statement of adjustments included certain accruals due to the timing of receipt 

of invoices, however the Receiver does not expect there to be any future adjustments 

of a material nature; 

c) Completed and filed the 2008 and 2009 tax returns and filed Form T1046 with the 

Canada Revenue Agency (the “CRA”) in order to designate certain pre-succession 

cumulative tax pools to Westfire as required by the Westfire ASA; and 

d) Currently in the process of working with Westfire, the Energy Resources 

Conservation Board of Alberta (the “ERCB”) and the Saskatchewan Ministry of 

Energy and Resources to facilitate the transfer of titles to Westfire relating to the 

assets included in the Westfire ASA. 
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15. Subsequent to the closing of the Westfire ASA, upon reconciliation with certain information 

received from the ERCB, the Receiver noted that there were several non-producing well sites 

which were located in areas of the assets sold to Westfire that were inadvertently excluded from 

the Westfire ASA. The Receiver is currently working with Westfire to transfer the properties to 

Westfire as was intended in the original Westfire ASA.  These properties are non-producing and 

do not have future value. 

Remaining Assets 

16. Upon closing the Westfire ASA, Action’s remaining assets consisted of: 

a) Certain remaining accounts receivable; 

b) The Alberta Assets which are oil and gas properties located in the Redwillow, 

Galahad, and Killam areas of Alberta; 

c) The Saskatchewan Assets which are oil and gas properties located in South West 

Saskatchewan; and 

d) Certain other corporate attributes of Action (“Corporate Attributes”). 

Collection of Accounts Receivables 

17. The Receiver has continued efforts to collect pre-receivership accounts receivables by engaging a 

former employee of Action who is familiar with the customers and the related accounts. Since 

commencement of the receivership, the Receiver has collected approximately $265,000 in pre-

receivership joint venture billing receivables.  The Receiver understands that certain additional 

recoveries may be available including amounts relating to the gas cost allowance receivable. The 

Receiver is in the process of arranging for the relevant forms to be filed.   
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DESCRIPTION OF THE RECEIVER’S MARKETING PROCESS 

Overview of the Marketing Process 

18. On about November 25, 2009, the Receiver commenced its marketing efforts (the “Receiver’s 

Marketing Process”) to obtain expressions of interest for the Alberta Assets, the Saskatchewan 

Assets and the Corporate Attributes (collectively referred to as the “Remaining Assets Package”). 

The following summarizes the steps that have been taken by the Receiver in an effort obtain 

interest from parties interested in the Remaining Assets Package: 

a) Completed marketing teasers summarizing key attributes of the Saskatchewan 

Assets, Alberta Assets and Corporate Attributes; 

b) Mailed or e-mailed the marketing teasers to 158 individuals of 75 different 

companies (“Prospective Purchasers”) who had been previously identified to be 

potentially interested in oil and gas acquisition opportunities.  The Prospective 

Purchasers included parties who operated in similar areas to the Saskatchewan 

Assets and Alberta Assets; 

c) A virtual data room was developed which contained detailed information related to 

the Saskatchewan and Alberta Assets including reserve reports, production volumes, 

financial information and lease operating statements and the 2008 and 2009 tax 

returns; 

d) Prospective purchasers who expressed interest in the Remaining Assets Package 

were sent confidentiality agreements to be executed. Once executed these interested 

parties were granted access to the virtual data room;  

e) The Receiver’s Marketing Process also included providing Prospective Purchasers 

with access to hard copy information, arranging for site visits, and other meetings 

with the Receiver and employees of Action; and 

f) The Receiver advised the Prospective Purchasers that bids could be made on the 

entire Remaining Assets Package or individual groups of assets.   
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Results of the Receiver’s Marketing Process 

19. The Receiver’s Marketing Process requested interested parties submit bids by February 11, 2010.  

Since February 11, 2010 the Receiver has continued discussions and negotiations with the 

Prospective Purchasers which ultimately resulted in the following: 

a) 22 parties executing confidentiality agreements; 

b) 22 parties accessing Action’s online data room; and 

c) Six offers being received. 

Analysis of Offers 

20. To date the Receiver has received six expressions of interest for different combinations of the 

Remaining Assets Package. The Receiver reviewed the offers and assess each offer based on the 

following: 

a) The total purchase price; 

b) The type of consideration being offered; 

c) The capability of the prospective purchaser to close the transaction in a timely 

manner; and 

d) The terms and conditions of the offer. 

21. Based on the results of the Receiver’s Marketing Process, the Receiver concluded that an offer for 

the Alberta Assets from Cutpick Energy Inc. (“Cutpick”) was superior to the other offers received 

and; accordingly, on February 19, 2010, the Receiver and Cutpick entered into a letter of intent.  

On March 4, 2010, upon further discussions and negotiations, the Receiver and Cutpick executed 

a purchase and sale agreement which included the following terms and conditions: 

a) Purchase price of $225,000; 

b) Assets to be acquired included all the Alberta Assets comprising of the Red Willow, 

Galahad and Killam areas; 
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c) Effective date of February 1, 2010; 

d) $50,000 deposit, refundable only in the event that the court does not approve the 

purchase and sale transaction; and 

e) Subject to Court approval. 

22. The Receiver’s counsel was provided the $50,000 deposit by Cutpick upon execution of the 

Cutpick ASA, a copy of which is attached at Appendix A. 

23. While certain parties expressed interest in several different combinations of the remaining assets, 

the Receiver believes that the Cutpick ASA should be approved at this time given the following: 

a) The Alberta Assets and the entire Remaining Assets Package have been adequately 

exposed to the marketplace and the purchase price contemplated by the Cutpick 

ASA is superior to the other offers received to date on the Alberta Assets; 

b) The sale of the Alberta Assets should not negatively affect the value of the 

remaining assets including the Saskatchewan Assets and the Corporate Attributes. 

The Alberta Assets and Saskatchewan Assets are located in different geographic 

locations and accordingly attracted separate Potential Purchasers.  There does not 

appear to be any perceived enhanced value by the Potential Purchasers of acquiring 

the Alberta and Saskatchewan Assets together; and 

c) National Bank of Canada, the senior secured creditor to Action and the Plaintiff to 

the Receivership Order has reviewed the terms of the Cutpick ASA and support its 

approval. 

24. The Receiver understands that all Action’s oil and gas properties located in Alberta will have 

been sold/and or transferred assuming approval and completion of the Cutpick ASA and the 

transfer of certain non-producing properties to Westfire as was contemplated in the original 

Westfire ASA. 
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25. The Receiver intends to continue discussions and negotiations with Potential Purchasers with 

respect to the remaining Saskatchewan Assets and Corporate Attributes and will further report to 

Court in due course. 

RECOMMENDATIONS 

26. The Receiver recommends the approval of the Cutpick ASA and the granting of the related 

Vesting Order. 

All of which is respectfully submitted this 10 day of March 2010. 

 
ERNST & YOUNG INC., 
in its capacity as Receiver 
of Action Energy Inc. 
 

  

     
      

Deryck Helkaa, CA•CIRP     
Senior Vice-President      
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