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INTRODUCTION

1.

+

Emst & Young Inc. (the “Receiver”) was appointed Receiver over Advantage Oilfield

Group Ltd. (“Advantage”), Ranco Holdings Ltd. (“Ranco™), and North Paw Energy

Services Ltd. (“North Paw”) (collectively, the “Corporate Companies™) pursuant to an
Order of this Honourable Court (the “Order”) dated February 12, 2010.

The Order authorized the Receiver, among other things, to manage, operate and carry on

the business of the Corporate Companies, to take possession and control of the property

of the Corporate Companies (the “Property™) and any and all proceeds, receipts and

disbursements arising out of or from the Property, and to sell, convey, transfer, lease or

assign the Property or any part or parts thereof out of the ordinary course of business.

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

Honourable Court with respect to the:

(a)

(b)

(¢)

(d)

()

activities of the Receiver since its appointment on February 12, 2010;

sales process undertaken by the Receiver in respect to the land and buildings of
Ranco (defined below);

process undertaken by the Receiver to solicit proposals on the disposition of the
Corporate Companies equipment and its miscellaneous assets (“Corporate

Companies Assets™) out of the normal course of business;
the next steps of the Receiver; and

recommendations of the Receiver.

13>
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BACKGROUND

4.

Advantage operated primarily as an oilfield service construction and maintenance
company specializing in small diameter pipeline construction. The voting shares of
Advantage are 80% held by 1208362 Alberta Ltd. (“120”), which is wholly-owned by
Mr. Christopher Bruins (“Bruins”), while the remaining 20% of the company are owned
equally by 4 other numbered corporations. The Receiver understands that Advantage
employed upwards of approximately 300 employees and contractors during 2006 and
2007; however, operations significantly declined such that the company effectively
stopped operating in or around May 2009. Between the period of June 2009 to the date of
the Order, Advantage did not receive any pipeline construction work and only employed

one office manager, one contracted controller and Bruins.

Ranco is a holding corporation that owns the land and buildings located at 59 East 3™
Avenue, Dunmore, Alberta (the “Ranco Land and Buildings™). Ranco previously rented
the Ranco Land and Buildings to Advantage on a monthly basis and is wholly owned by

120. Ranco has no known employees and or other operations.

North Paw was developed te facilitate Advantage’s expansion into Northern Alberta to
provide certain equipment and oilfield service repairs for oil & gas companies located in
and around Zama City, Alberta. 1311763 Alberta Ltd. (“1317), an entity not in
receivership but wholly owned by Bruins, owns a machine shop and various assets and
used North Paw as an operating name to conduct its business. North Paw does not own
any assets, with the exception of one leased wire line truck through RBC Leasing as
further discussed below. North Paw’s voting shares voting shares are 88% held by 120,
while the remaining 12% of the voting shares are equally owned by 3 other numbered

corporations.
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ACTIVITIES OF THE RECEIVER

Custody & Control

7.

On February 12, 2010, the Receiver attended the Ranco Land and Buildings (known head
office for Ranco, Advantage and North Paw) located at 59 East — 3™ Avenue, Dunmore,
Alberta to take custody and possession of the Ranco Land and Buildings and all of the
Corporate Companies’ books and records. The doors to the Ranco Land and Buildings
were locked with no one present to allow the Receiver into this location, which required

the hiring of a locksmith to allow the Receiver to gain access to the site.

The Receiver understood that the Ranco Land and Buildings was the location of the
operations of the Corporate Companies and the primary location of the relevant books

and records.

On or around February 13, 2010, the Receiver met with Bruins and the Corporate
Companies’ accountants and was able to determine that the Corporate Companies were
not actively operating and have not received any contracts for work since April / May
2009. Further, Bruins told the Receiver that the remaining assets and books and records
of the Corporate Com'panies’ were only located at the Ranco Land and Buildings and

nowhere else.

Securing assets

10.

Based on the information gather by the Receiver from its review of the books and records
found at the Ranco Land and Buildings and from discussion with Bruins and the Plaintiff,

the Receiver:

(a) contacted all known corporate bank accounts and investment accounts of the
Corporate Companies and provided them with a copy of the Order and
instructed that the accounts be frozen to prevent withdrawals from the

accounts, but to allow deposits only;

(b) rctained a locksmith to change the locks on the doors to the Ranco Land and

Buildings;
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Books and records

11.

(c)

(d)

(e)

®

change the password and information on the alarm system of the Ranco Land

and Buildings;

engaged an information technology accountant from Duart Technologies
Limited (the “IT Consultant™) to take possession and custody of the
Corporate Companies computers, laptop and servers found at the Ranco Land
and Building and to conduct a complete back-up and “ghost-imaging” of the
computers’ and servers’ hard disk drive. The Receiver had the IT Consultant
complete this work in order to allow for the information on the Corporate
Companies computers and servers to be maintained in the original data
format as at the date of the Order. Since then, the Receiver has worked with
the IT Consultant to search for key items that will assist the Receiver in
retrieving relevant information in conducting its review of the Corporate
Companies assets and records. The Receiver will report to this court in due
course as to the results of these searches and the outcomes of certain other

information technology work completed by the IT Consultant;

re-directed all mail from the Corporate Companies to be sent to the office of

the Receiver; and

obtained separate building and liability insurance over the Ranco Land and

Buildings.

The Receiver met with the Corporate Companies chief financial officer (“CFO™) to ask

various questions regarding the operations of the Corporate Companies and to review the

books and records.

During this review, the CFO indicated that as at F ebruary 12, 2010:

(a)

all source deductions and GST were up to date on all of the Corporate

Companies;
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13.

14.

b) account receivables for Advantage as at February 12, 2010 was
approximately $1.2 million. Ranco and North Paw did not have any material

outstanding account receivables;

(<) fixed assets (net book value) for Advantage, Ranco and North Paw was

approximately $16,000, $2.3 million and $NIL, respectively; and

(d) total liabilities for Advantage, Ranco and North Paw was approximately $6.8
million, $1.9 million and $1.7 million, respectively, as disclosed in the

statutory mailing conducted by the Receiver as discussed below.

The Receiver continued its review of the books and records in an attempt to identify and
determine if there were any other equipment and/or assets of significance that existed or
located elsewhere, other than at the Ranco Land and Buildings. To date, the Receiver has
not identified any other remaining assets other than the equipment and miscellaneous
assets identified (the “Corporate Companies’ Equipment” and “Miscellaneous Corporate

Assets”, respectively) and listed in Appendix A to this report.

The Receiver also identified certain transactions 'and accounting practices of the
Corporate Companies that has caused the Receiver some concern as to the status and
collection of certain accounts receivables and fixed assets. The Receiver will update this
Honourable Court upon its findings on the books and records, along with a complete
analysis of the Receiver’s statement of receipts and disbursements in due course, upon

completion of the analysis of the books and records.

Statutory Mailing by Receiver

15.

The Receiver compiled a listing of the net book value of Corporate Companies assets and
habilities, including a detailed listing of amounts owing to secured and unsecured
creditors. This listing was summarized in the Notice and Statement of the Receiver and
Manager (Subsections 245(1) and 246(1) of the Act) (“Receiver’s Notice”) and mailed

out on February 26, 2010 to all known creditors of the Company.

0
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16.

In addition, the Receiver’s Notice has been posted on the Receiver’s website:

www.ey.com/ca/advantage .

Employees and Contract Employees

17.

18.

19.

As discussed above, based on discussions with former management of the Corporate
Companies and Bruins, on February 12, 2010, the Corporate Companies employed 3

individuals:
(a) one employee office manager / AP clerk employed by Advantage;

(b) one contractor accountant who took the position as the Corporate Companies
Chief Financial Officer (“CFO”) and was responsible for the financial

reporting of the Corporate Companies; and

(c) one shop foreman employee perform certain repair duties up for North Paw

in Zama City, Alberta.

The effect of the Order meant that the employment of all existing employees and
contractors were terminated on February 12, 2010. The Receiver entered into agreements
(the “Contractor Agreements”) with the employee responsible for managing the
Advantage office, the contract controller and the one employee in North Paw to assist the

Receiver in compiling accounting information.

The Contractor Agreements engage the services of these individuals on an hourly basis
when required and allowed for termination at any time and are currently being used on an

“as needed” basis.

With the assistance of the Corporate Companies’ CFO, a termination package was
received by each employee and included a termination letter, a record of employment (if
an employee), a final pay stub (i.e. T4 slip) and information regarding the Wage Earner
Protection Plan (“WEPP™). The Receiver received 5 claims and evaluated all of these

claims under the WEPP and submitted the claims to Service Canada for employees who
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22,

had an eligible claim for wages, vacation, termination and or severance pay under the

Alberta Employment Standards Code.

All accrued wages owing at the time of the receivership by the Advantage and North Paw
to its employee, amounted to $22,173.  The entitlement to unpaid wages that each of
these employees have per s.81.4(1) of the Bankruptcy and Insolvency Act (the “BlA "Jisa
maximum of $2,000 for each employee. The Receiver did not make payment on any of
the employee claims as the Receiver did not have sufficient funds within Advantage
and/or North Paw at the time to pay out such claims, as such, the claims were submitted

to Service Canada for consideration and payment.

On or about May 25, 2010, the Receiver received notification that the submitted
employee claims have been assessed and paid by Service Canada in aggregate amount of
$10,234.92 relating to Advantage’s and North Paw’s employees. The Receiver
understands that these employee claims have now been subrogated to Service Canada and
Service Canada has a “super secured” charge over the current assets of Advantage and
North Paw as per 5.81.4(1) of the BIA. To the extent that the Receiver can collect upon
the current assets of Advantages and/or North PaW, the Receiver estimates that Service
Canada will have a super secured claim against Advantage and North Paw of $3,004 and
$4,000, respectively. The remaining aggregate claim $3,230.92 will be considered an

unsecured claim against Advantage and/or North Paw.

SALES PROCESS FOR THE RANCO LAND AND BUILDINGS

23.

As at February 12, 2010, the Ranco Land and Buildings were owned by Ranco and are

located at 59 East — 3™ Avenue, Dunmore, Alberta on 1.88 acres of land.

A copy of the title searches for the Ranco Land and Buildings is attached at Appendix B
to this report, which indicates that the Ranco Land and Buildings is owned by Ranco.

The Order provided that the Receiver’s powers included the ability to market the Ranco

Land and Buildings, including advertising and soliciting offers in respect of these assets.
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The Receiver concluded that given the nature of the Ranco Land and Buildings, it was

prudent to retain a real estate agent.

The Receiver requested proposals from three reputable listing agents to market the Ranco
Land and Buildings. Of the three requests for proposals, the Receiver obtained only one
proposal as one of the agents indicated that he was not interested in acting due to a
conflict of interest issue he believed he would have in acting as our agent and the other
agent did not respond back to the Receiver’s request. As such, the Receiver selected
RE/MAX Medaita Real Estate (“Re/Max”) to list the Ranco Land and Buildings for sale.

The Receiver signed a Real Estate Listing Contract (the “Listing Contract”) with Re/Max
on April 20, 2010 and is attached as Appendix C.

The main terms of the Listing Contract include:

(a) The listing price, not including goods and services tax (“GST”), is
$1,500,000 and GST is the responsibility of the buyers;

(b) = The Listing Contract will expire on June 30, 2010;

(©) Re/Max will use best efforts to market the Ranco Land and Buildings and to

promote the interests of the Receiver;

(d) Re/Max will advertise and place a “for sale” sign on the Ranco Land and
Buildings and show the Ranco Land and Buildings at times acceptable to the

Receiver:

(¢)  The Receiver will pay Re/Max a commission equivalent of 5% (the
“Commission”) of the purchase price in respect to the sale of the Ranco Land
and Buildings to a third party. Re/Max will also offer 2% commission as

compensation to cooperating brokerage firms:;

(f) The Commission shall become payable only such time that the sale of the

Ranco Land and Buildings is approved by this Honourable Court, title has

9
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30.

3L

passed to the purchaser and the sales proceeds have been unconditionally

released to the Receiver;

(g) Re/Max acknowledges that the Receiver has not the legal right to sell the
Ranco Land and Buildings without the approval of this Honourable Court and
that all offers to purchase and agreements of purchase and sale to be entered
into between the Receiver and third party purchasers must contain a condition

precedent as to approval of this Honourable Court; and

(h) No other provision of the Listing Contract, all attached goods in the Ranco
Land and Buildings and unattached goods are sold on an “as is where is”
basis and without warranty whatsoever, including a warranty as to fitness for

intended use.

As discussed above, upon consultation with Re/Max, it was decided that the Ranco Land
and Buildings should be listed at $1,500,000 based on the current market conditions in
the Dunmore/Medicine Hat, Alberta areas. ”

To corroborate the listing price of the Ranco Land and Buildings, the Receiver engaged
an appraisal firm, Handley Appraisals Ltd. (“Handley”), to perform an appraisal on the
Ranco Land and Buildings (the “Land and Building Appraisal™) to determine both the
fair market value and a forced liquidation value. The Land and Building Appraisal was
completed on May 17, 2010. The Receiver decided to use the services of Handley as this
was the same appraisal firm used by the owner of Ranco prior to the granting of the
Order (on or about June 25, 2009) and that valuation report was the similar type of report
the Receiver required to gain comfort over the fair market value and forced liquidation

value of the Ranco Land and Buildings in order to sell.

Based upon the review of the Land and Building Appraisal, the Receiver believes that the
list price of the Ranco Land and Buildings of $1,500,000 was appropriate, as the list price
was materially higher than the forced liquidation value provided by Handley. The Land

and Building Appraisal indicated a fair market value of the Ranco Land and Buildings, as

10
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32.

33.

34.

at May 14, 2010, of $1,500,000 with a forced liquidation value of $1,050,000. A copy of
the Land and Building Appraisal is attached as Appendix D to this report.

Since entering into the Listing Contract, Re/Max’s marketing activities of the Ranco

Land and Buildings included the following, but were not limited too:

(a)  signage was installed on the site of the Ranco Land and Buildings on or about
April 21, 2010;

(b)  a posting of the listing was included on the Re/Max and several othe& / /

internationally known commercial real estate web-sites; l/f

(¢)  approximately 20 showings were conducted by Re/Max on the Ranco Land
and Buildings to parties that would potentially be interested in purchasing the
Ranco Land and Buildings; and

(d)  submission of an information package of the Ranco Land and Buildings
(“Information Package”) to over 50 interested parties in the oilfield related
business. A copy of the Information Package submitted to interested parties
is attached as Appendix E to this report.

By the end of May 2010, Re/Max had received 2 offers on the Ranco Land and
Buildings. The Receiver reviewed and discussed the two offers with Re/Max and
determined that both offers would likely provide the best realization on the Ranco Land

and Buildings, taking into consideration any conditions and closing risks.

Upon review of the two offers received, it was evident that these two offers were
extremely close in price, with the only variance relating to deposit size and certain
conditions. The two offers were considered reasonable and appropriate in the
circumstance by Re/Max and the Receiver and subsequent counter-offers were made by
the Receiver to each party resulting in ultimately accepting a revised offer from 1148750
Alberta Ltd. (“114”) (the “Purchase Contract™).

11



35.

36.

37.

The Purchase Contract was accepted, signed, and executed by 114 and the Receiver on

June 3, 2010. A copy of the Purchase Contract is attached to this report as Appendix F.

The purchase price of the offer accepted by the Receiver, subject to Court approval, is
$1,150,000, which is $100,000 higher then the forced liquidation value provided for in
the Land and Building Appraisal completed by Handley.

The main terms and conditions of the Purchase Contract are as follows:

(a)

(b)

(c)

(d)

(e)

Purchase Price in the amount of $1,150,000 CDN;

Deposit of $150,000 (the “Deposit™) to be paid within 2 business days upon
the signing of the Purchase Contract and held in trust by Re/Max. The
Deposit is non-refundable if 114 does not close after all conditions have been
removed. On June 6, 2010, Re/Max received the $150,000 Deposit from 114

and it currently remains in trust with Re/Max;

The Receiver’s obligation to complete the transaction is conditional until
June 30, 2010 (or such other date that the parties nray agree to) (the
“Vendor’s Condition Date”), subject to the Receiver obtaining court-approval

of the Purchase Contract on terms and conditions acceptable to the Receiver;

The closing of the Purchase Contract shall take place within 15 business days
following satisfaction or waiver of 114’s Vendors Condition Date (the

“Closing Date™);

The Receiver to make available within 5 days of acceptance of the Purchase
Contract to 114 of all available documentation in the possession of the
Receiver, if any, such as all existing agreements, environmental and
structural reports, surveys and appraisals, etc. The Receiver confirms that all
available information held by the Receiver was delivered to 114 within the 5

days of acceptance of the Purchase Contract;



(H The Receiver to provide all reasonable access to the Ranco Land and
Buildings to examine and review the property and or other files if they may

exist;

(g2) The Receiver confirms that it has the power and authority to execute the
Purchase Contract, subject to further court order, and that the Receiver is not
a non-resident of Canada within the meaning of section 116 of the Income

Tax Act (Canada);

(h) The Ranco Land and Buildings are sold “as is, where is” and there are no
representations, warranties or collateral agreements or conditions being
provided by the Court or the Receiver or any agent and 114 is relying entirely
on its own due diligence and inquiries regarding the Ranco Land and
Buildings and is not relying on any representations, warranties, agreements
information or documents provided by the Receiver, unless specifically

expressed in the Purchase Contract; and

() No later than 3 business days prior to tl Closing Date certain closing
requirement documentation will be required to be completed as per Purchase

Contract.

38. The Receiver believes that the Deposit is adequate security to show that the offer selected
is legitimate and that it is likely that 114 will have adequate financial resources to close
the sale of the Ranco Land and Buildings. The deposits are being held in trust by
Re/Max.

Analysis of marketing efforts and purchase price of the Ranco Land and Buildings

39. The Receiver believes that the Ranco Land and Buildings have been adequately exposed

to the market given the following:

13
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(a)

(b)

(c)

Re/Max completed a broad marketing effort of the Ranco Land and Bulidings

including advertising and direct mailings to targeted customers;
Multiple bids were received indicating a competitive sales process; and

in the Receiver’s opinion, a fair and reasonable marketing process was

completed.

40. The Receiver believes that the purchase price in the amount of $1,150,000 is reasonable

given the following:

(a)

(b)

(©)

(d)

(e)

ey

the offer for the Ranco Land and Building was the highest offer amongst all

tendered bids received by the Receiver;

the Receiver, with the support of an independent appraisal firm, determined
that the purchase price offer of $1,150,000 is higher than its forced
liquidation value of $1,050,000;

the Receiver, the Plaintiff and any other stakeholder known to the Receiver
that may have an interest in sale of the Ranco Land and Buildings do not

oppose to this sale; as discussed further below;

the marketing process conducted by Re/Max exposing the Ranco Land and
Buildings is considered by the Receiver to be reasonable in the

circumstances;

The Purchase Contract includes a substantial deposit of approximately 13%
of the purchase price and the only remaining condition is approval from this

Honourable Court; and

the completion of the Purchase Contract will allow for a substantial

distribution to the main secured stakeholders to these proceedings.

14
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Other secured creditors relating to the Ranco Land and Buildings

4].

As discussed above, the Receiver understands that there are three known parties that may

have an interest in the proposed sale of the Ranco Land and Buildings, namely:
(a) the Royal Bank of Canada (“RBC™);
(b) MRN Investments (“MRN"™); and

(c) Silcan Contracting (MH) Ltd. (“Silcan™).

The RBC security

42,

43.

The Receiver understands that Ranco granted RBC a Separate general security agreement
(the “Ranco GSA™) securing all of its respective present and after acquired personal and
other property in favour of RBC and that the Ranco GSA secures all direct and
guaranteed indebtedness of Ranco in favour of RBC. The Receiver further understands
that by way of a mortgage (the “Ranco Mortgage™), Ranco mortgaged to RBC the Ranco
Land and Buildings securing payment of the sum of $1,500,000 plus interest and certain
costs. As discussed in the statement of claim filed by RBC dated February 9, 2010 (the
“Statement of Claim™), on January 13, 2010, Ranco was indebted to RBC in the amount
of $906,350.73.

In addition, the Receiver was made aware that Ranco granted to RBC a guarantee and
postponement of claim (“Ranco Guarantee™) guaranteeing to RBC the indebtedness of
Advantage (to RBC) for up to the sum of $500,000. The Receiver is in the process of

confirming priority and entitlement to the Ranco Guarantee.

The Receiver obtained an independent legal opinion on the RBC’s security and
determined that the Ranco GSA and Ranco Mortgage are valid and enforceable as against

Ranco.

15



45.

46.

47.

48.

Silcan

49,

On or around March 2010, MRN contacted the Receiver to discuss their concern of non-
payment over certain office furniture and equipment located in the Ranco building (the
“Disputed Assets”) MRN leased to Ranco for which they believe they have property
security over. MRN indicate that they are owed approximately $98,500 by Ranco in

relation to these leased Disputed Assets.

The Receiver performed a high level review of the security documents submitted by
MRN on the Disputed Assets and believes that these Disputed Assets may also be subject
to security held under the Plaintiff’s general security agreement (“*GSA”) over the Ranco
Land and Buildings, but could not confirm as to its validity, priority and/or the
enforceability of MRN security,

To allow the execution of the Purchase Contract to proceed, the Receiver reached an
agreement with MRN to include the Disputed Assets as part of the sale of the Ranco
Land and Buildings and, in turn, the Receiver would engage the services of an appraisal
firm determine the forced liquidation value these Disputed Assets and set these monies
aside in trust with the Receiver until further direction is provided by this Honourable

Court.

On or about May 14, 2010, the Receiver engaged the services of A.R.C. Appraisals Ltd.
to provide an appraisal on various of the Corporate Companies Assets, which included
the Disputed Assets. The total forced liquidation value of the Disputed Assets is
$24,450. A listing of the Disputed Assets and a copy of MRN security documents are
attached to this report as Appendix G.

The Receiver understands that there is a caveat registered by Silcan against the Ranco

Land and Buildings on or about February 10, 2010.

16
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50.

51.

The Receiver further understands from Silcan’s legal counsel and management that this
caveat was registered as a result of non-payment of certain improvements Silcan made to
the construction and development of the Ranco Land and Buildings that still remained

unpaid.

The total amount of the caveat that was registered by Silcan against Ranco is $200,000.
The Receiver and Silcan legal counsel agreed to set aside the total amount of the caveat
of $200,000 to be held in trust with the Receiver until further direction is provided to the

Receiver by this Honourable Court.

A copy of the caveat and registration documents filed by Silcan is attached to this report
as Appendix H.

Assessment of the secured creditor claims

53.

54.

55.

Based on the above, the Receiver believes that it is appropriate under the circumstance to
set aside $224,450 from the proceeds of the sale of the Ranco Land and Buildings (“Trust
Funds™) subject to court approval, to be held with the Receiver, until further direction of

this Honourable Court.

The Receiver understands that the Plaintiff, MRN and Silcan have all agree to have the
funds of $224,450 set aside in trust with the Receiver, to allow for the sale of the Ranco

Land and Buildings to proceed, subject to court approval.

The Receiver also recommends making an initial distribution to RBC of $600,000
towards the security it holds against Ranco and the remaining balance of the proceeds to

remain with the Receiver until a final distribution may be made, if any, by the Receiver.

SALES PROCESS FOR THE CORPORATE COMPANIES ASSETS

56.

The Receiver identified certain assets from the Corporate Companies’ Equipment that
would be suitable for an auction that could maximize the greatest recovery for all
creditors and stakeholders. Through discussions with former Advantage employees,

Bruins, reviewing personal property registry searches, and review of fixed asset listings

17



and equipment financing contracts, the Receiver compiled (in the chart below) a listing of
the equipment, which was owned by the Corporate Companies and were included in the

June 9, 2010 auction (the “June 9, 2010 Auction”), as discussed further below.

57. A summary of the 5 identified Corporate Companies Assets that were placed in the June

9, 2010 Auction is outlined below:

i

June 9, 2010 Auction
Equipment listing

Item # Asset Appraised Value Owned / Leased Company

2007 Yangzhou Runyand
1 TYC110DDP 40 ft Shipping

Container $ 4,000 Owned Ranco
Kustom Koach WT230

(Westwind) 23 ft t/a Holiday

Trailer) 5,500 Owned Advantage

3 Custombuilt 8 ft s/a Garbage
Trailer 200 Owned Advantage

4 Lincoln Ranger 305G Electric

Weilder 1,000 Owned Advantage
; I $ 10,700

2007 International 4400 S/A Wire
Line Truck (**) $ 225,000 Leased North Paw

**This asset is leased through RBC Leasing and the total amount owed to RBC Leasing is
approximately $250,000. Although the Receiver detemined that there was no equity within the
lease based on the appraised value of the asset, the RBC Leasing requested if the Receiver
could include this asset in the auction. The Wire Line truck lease forms part of the owerall
indebtedness that Ranco owes to RBC.

el | S [SoS—
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58.  In addition to the June 9, 2010 Auction assets, the Receiver arranged to have the
Miscellaneous Corporate Assets to be sold at another auction (the “June 22, 2010

e

Auction”), as discussed further below.
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Retention of an Auctioneer

59.

60.

61.

62.

63.

Under paragraph 3(1) of the Order, the Receiver is authorized to sell the Corporate
Companies’ Equipment and the Miscellaneous Corporate Assets out of the normal course
of business, without approval of this Honourable Court, as long as not one transaction
individually exceeds $50,000 and that the aggregate consideration for all such

transactions does not exceed $250,000.

The Receiver evaluated each of the Corporate Companies’ Equipment by determining the
amount owed against each asset versus its forced liquidation value. The Receiver
confirmed that equity did exist in each of the Corporate Companies’ Equipment to

warrant an auction of the assets in the June 9, 2010 Auction.

The Receiver obtained an independent appraisal on the Corporate Companies’ Equipment
and on the Miscellaneous Corporate Assets and it was determined that the forced
liquidation value for each individual asset did not exceed $50,000 nor on an aggregate
basis did the value of the assets exceed $250,000, with the exception of the Wire Line
truck (discussed above). The Wire Line truck was leased by Ranco through RBC
Leasing. The Receiver evaluated the Wire Line truck and determined that the forced
liquidation value was far less than what was still owed by Ranco to RBC. Upon the
request of RBC Leasing, the Receiver arranged to have the Wire Line truck included in
the June 9, 2010 Auction, as oppose to releasing the truck back to RBC Leasing.

The Receiver provided the June 9, 2010 Auction listing to three reputable auction
companies and requested the auction companies to submit proposals. The Receiver
compared and analyzed the proposals and based on the proposals received the Receiver
believed that the proposal from Ritchie Bros. Auctioneers (Canada) Ltd. (“Ritchies”) was

superior to the other proposals received.

The Receiver further believed that the commission based scenario provided in the Ritchie
proposal (the “Ritchie Proposal”) will guarantee the highest net realization on the

Corporate Companies Assets.
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64.

65.

66.

The executed auction contract is attached to this report as Appendix I (the “Auction
Contract”). As discussed above, there will be two auctions held to sell the Corporate
Companies Assets: a) the sale of the assets per the Equipment Listing was sold at June 9,
2010 Auction held in Nisku, Alberta; and b) the sale of the Miscellaneous Corporate
Companies Assets will be sold at the June 22,2010 Auction in Lethbridge, Alberta.

The terms of the Auction Contract include:

a) a 9% commission will be charged on the gross sales prices of all assets sold at

auction; and

b) estimated costs of $5,468 plus GST to cover the preparation of equipment,

cataloguing, advertising, staffing, and administrative expenses,

The Receiver will provide an update to this Honourable Court on the final results of the

two auctions and the net proceeds received.

SUMMARY OF NEXT STEPS

67.

The-Receiver’s next steps include:

(a) completion and finalizing the closing requirements on the sale of the Ranco

Land and Buildings, subject to court approval;

(b) receiving the final proceeds from the June 9, 2010 and June 22,2010 Auction
from Ritchie’s;

(c) the Receiver’s analysis over validity and existence of the remaining account

receivables within the Corporate Companies;

(d) review and assess certain accounting transactions that occurred prior to the

Order of the Corporate Companies relating to fixed assets and equipment;

(¢)  an overall realization analysis to determine the recovery available for all

creditors and stakeholders;

20



ey
W

R

) the Receiver’s statement of receipts and disbursements relating to the

Corporate Companies:;

(g) obtaining direction from this Honourable Court as to the release of Trust

Funds as discussed above; and

(h) seeking discharge as Receiver.

RECOMMENDATIONS

68.  The Receiver recommends that this Honourable Court approve:

(a) the sale of the Ranco Land and Buildings pursuant to the Purchase Contract;

and

(b) interim distribution to RBC in the amount of $600,000 from the proceeds of
the sale of the Ranco Land and Buildings, subject to approval from this

Honourable Court.
All of which is respectfully submitted this 21% day of June, 2010.

ERNST & YOUNG INC.,

in its capacity as Receiver of

Advantage Oilfield Group, Ranco Holdings Ltd.,
and North Paw Energy Services Ltd.

= ==

Neil Narfason, CAeCIRP, CBV Orest Konowalchuk, CA
Senior Vice-President Manager
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Corporate Companies’ Equipment

& .
| Miscellaneous Corporate Assets
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Corporate Companies’ Equipment
February 12, 2010

APPENDIX A

Forced Saie
Value

Asset Type Company ("FSV")  Notes
2007 40'C-Can TYC-110 DDP Ranco 4,000 June 9, 2010 Auction
1999 Westwind Lite WT230 Kustom Koach
Holiday Trailer Advantage 5,500 June 9, 2010 Auction
Custombuilt S/A Garbage Trailer Advantage 200 June 9, 2010 Auction
Lincoln Ranger 305G Electric Welder Advantage N/A June 9, 2010 Auction
2006 Yamaha Rhino 4x4 ATB Advantage 5,000 Sold privately by Receiver at FSV
2008 CMI AAL 1-S-13 B&S BBQ Trailer Advantage 3,000 Soid privately by Receiver at FSV
Poker table Advantage N/A  Waiting to be sold, insignificant vaiue

17,700
Leased asgets
Caterpiilar
2008 Caterpillar 320D | Hyd. Excavator Ranco 140,000
2008 Caterpillar 320D L Hyd. Excavator Ranco 140,000
2008 Caterpillar 320D L Hyd. Excavator Ranco 165,000
2008 Caterpillar 320D L Hyd. Excavator Ranco 165,000
2008 Caterpillar 246C Skidsteer Loader Ranco 25,000
2005 Caterpillar D8R XW Series il Ranco 165,000
2005 Caterpillar D6R XW Series i Ranco 165,000

985,000 Returmed to CAT - no equity in lease
Chryster '
2008 Dodge Ram 2500 4 x 4 Crew,
includes welder Advantage 20,000 Returned to Chrysler - no equity in lease
R i A
Office furniture, Tools, Shop and cleaning MRN
supplies Investments 24,450 see Appendix F - par of sale of Ranco Building
RBC Leasing
Retumed to Chrysler - no equity in lease (part of June 9,

2007 HC 4400 DT 466 S/A Wireline Truck  North Paw 225,000 2010 Auction)
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Ranco Holdings Ltd. & Advantage Oilfleld Group Ltd.
Miscellaneous Corporate Assets
February 12, 2010

Item # Asset Type:

1 4 - 65R20 Wrangler tires with Foose rims and centre caps

2 Torin Tool Chest with Tools

3 Red Mitre Saw

4 Honda Pump & Hose

5 Thermax Electic Fan

6 Mastercraft Die Grinder

7 Mastercraft Driil

8 Dewalt Sander

9 Mikita Skill Saw

10 Mikita Grinder

11 Milwakee Elecrtic Drill

12 Automatic Dog Food Bowi

13 Shop Stool

14 Red paint storage cabinet

15 Western Truck Mount V-Plow

16 Titan Pallet Jack

17 Metal shop trolley

18 Metal Steps

19 2 Aluminum step ladders

20 Moving dolly

21 Hydraulic floor jack

22 Booster-Battery Charger

23 4 Exhaust hoses

24 Various Oil Products CAT & Coop
Various misc items including: chains, boomers, sling, hooks,
welding helmet, rope, air hoses, gloves, computer truck

25 mount, axe, truck chip performance enhancer, trailer jacks.

APPENDIX A
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Listing Contract



=W MR L steg Zumiact bor

App
COMMERCIAL SELLER BROKERAGE AGREEMENT .,
(MLS* LISTING CONTRACT) !

TP 1 wis Goveiooud P ite a/barty Rest Eviate Associason ftx the use of e MeMDES 4T May Mol be atese SHCHIICATlY DY arty Derson. Others who use e VCLINE A5 10 M A oW 11w |

. : A/L\RE‘A\ JO8492 ) Mar22

This Commaercial MLS® Listing Contract ({the “Contract”} is betwaen

THE SELLER and THE SELLER'S BROKERAGE (the “Brokerage")
name_Erast and fevrg Zuc., Kece /ver Brokerage Name RE/MAX MEDALTA REAL ESTA 1% |
;Nm _g# %Aﬂw %/‘/"”jf 4,‘%4‘/
— 40 - 27 Ay =5/ Aadress 7109, 1235 SOUT MEDICINE HA T1B 4K3 |

e ac/j arg | P ber e Phone [103]529.9393 Fax [403]529-0660 M:

i

P ;Phone 140‘3“2‘/2 016 - 5’@4 / Emad pvanderhZielusplanet.ner
rx _ (HO3YZ206— E075 PETER VANDERHAM

. / Sruner, & Broier or A o {0 roovesec tho Brokermpe T !
Emant }27(61. . C hiSha ’”@ CaA. 8}" &2 Member of Medicine [Hat Jthe “Boara') |
i 'In consideration of the Brokerage listing tha Seller's Property, the Selter hereby gives the Brokerage the exclusive fght to offer the '
« Property for sale for the price of
; Doltars ($ ) plus GST, appiicable, and upon the following terms:
Yy .
; f 1. THE PROPERTY
M (1.1 The Property is the Land and Buildings known as Advantage Oilfield Group Lid
ek 4 0. Al

| located at - astdrd-Avrenpe—Honn re—rribes

89 Fast 377 Aienoe ,m}unm ; g T

{municipsl strael addrass)

1.2 The legal description of the Property is:

Plan 0512216 Block/Unit } tot 10 Acres
Plan Slock/Unit Lot Acres
( Voo Meriiar) | Rarga | “owrchip Sectian Pan Acres

|
[ |

'f Condominium Property, iegat description and detais ag per Commercial Condominum Property Appendix (attached).

I

3 g}, = e < © t
oe 4 T rOPertyr 5
/ . LA rgooTsatachetto-thetarowrdg CUTIrgs{Atactee-Soody Texceptitosey
H
) g
!
l {7 Cruds ot attavhed-tother tand-arg: SURIIMgS T Orattached-Goods J A IS DO W —
‘

|

This Contract will commence at %, A day of /4/”"‘ / 20/0

ey

andwilexpieat 5.40 ' Svne .20 /9 (the “Expiry Date").

i

|

————

L )

i

I

i The Brokerage will fuifill the following duties:

| {3) to use best efforts to market the Property and to promote the interests of the Seler:

(b) to market the Property through the MLS® of the Board in accordance with the reguirements of the Board:

i P

T QI - CAGMAA A £ T ALunCARa - Nov 2009 = . TS indaly = T OADT M9 R 5 ukialy ‘v oo

WESForms ™ Dow2029
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42

5.1

53

6.
(6.1

7.
74

'
!

€} to conperats with brokerages working with Duyers;

1d) subject to Section 18. to act solaly as the Seller's agent and fu/fii the dutias of loyalty, confidentiality and fult dsclosure oh‘
4l reievant facts affecung the transaction known tg the Brokerage. This includes disclosing all contticts of interest that may ‘
a715e etween the Sellar's interests and those of the Brokerage or buyers; !

lo disclose to all buyers all material latent defects affecting the Property known 1o the Brokerage;

1
) o assist the Seller in negotating favourable terms and conditions with a buyer, resulting in a lagally binding purchase |
wentract for the Property;

g} 1o present, in a timely manner, ajl offers and counter-ofters 1o the Seller even when the Property is aiready the supject of a
purchase contract;

() o comply with the provisions of the Real Estate Act and its regulations. and the rufes ang bylaws of the Real Estate Councii !
of Aiberta :

Other Services
The Seiler raquests. and the Brokerage agrees to provide, the following services:
ta) to obtain verfication of morigage, property taxes, improvement charges, tenancy information and other simiiar information

é

w~ith respect to the Property; Yes -J No
iD) to advertise the Property; .H/Yes 0 No
‘) to place a "lor sale” sign on the Property; B/Yes J No
‘d} 10 show the Property at times acceptable o the Selier and, i any, the tenant(s); Yes 3J No

€} Ihe services iisted below:

Sodar's mtals

Al MLS® Listings must;

(@} be for a minimum duration of 60 days;

(0} provide compensation for cooperating orokers for the sale of the property;

{€) not exclude any jicensed industry member from acting as a cooperating broker.

Seller's Information;

(@) The MLS¥ Listing Contract must be completed in full and must include the names of the parties, the tanm of the agreement,
the address and legal description of the property. the price at which the property is oeing offered, the remuneration being
offered to cooperating orokerages, the possession date and other property-cependent information necessary for the
marketing of the property. This information will be entered into the MLS® System.

) Changes o certain of the above-mentioned information will require the signatures of the Saller.

¢} Should the Seiler not wish its name to e entered into the MLS® System, this is permissible upon receipt of a written request ‘
‘rom the Seller through its brokerage. .

(d) The Seller maintains the right 10 request that information such as the address and legal description of the property not be |
displayed on REALTCR.cg or ICX cg. :

Adverusing:

'a) The Seder's name and contact information shall not appear on REALTOR ¢a or £X.ca 0rmthe public remarks section of ]
‘he MLSY System, p

(D) The Brokerage may permit the Seiler fo reserve the right to seil the property itself. !f Seller's Rights Reserved apply to a |
iisting, that fact shall be disclosed to other members of the Board via the MLS® System. :

Nota: MLS“) Listing means a property listed for sale on the Board's MLS® System. The trademarks MLS®, Multiple Listing

Service® and the associated logos are owned by The Canadian Real Estate Association (CREA) and identfy the qualty of

services provided by real estate profassionals who are members of CREA. i

DEPOSITS |

Ait Deposits will pe neld in accordance with the terms of the signed Purchase Contract, If the Deposits are held by a real estate

Drokerage, they must be held in trust according to the Real Estate Act (Alberta).

BROKERAGE'S REMUNERATION ]

Commission I

HFve-Geit

i

rvei-pay-the-Broferage-es-Gor o

. during the Term of the Contract:

8} the Property is solg, exchanged or otherwise disposed of by the Seller

(b) & person contacts the Seller girectty or throu ge or inspects the Property and the Propenty is then soid. :
aexchanged or otharwise dispos elier or anyone eise io that person within 90 days after the Expiry Date (the f
“Hold-Over Periad: iISTIause will not apply where the Seller has signed another listing contract atter the Expiry Date and ;

€ COmmMission s payable to ancther brokerage according to the terms of that other listing contract as a resuit of I

58]

SO ~ NALKHIA RLA ESTATE ALuotastion - Nov 2008
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s d ALY L brg e nirae m wApp ” i , 2, .
ST R e A STgeT- s et arye-Cortract-vrira DUy er-vrre-iy VT e ar et et te—sme-gut the-Cedneend
0 compiele the sale; or

) a suyer s found wlLog-ame-uote1o tTiplete the saie upon the conditions outined in this Contract but thg Selier’
Sesdandbo bl . Fa vy

ortreets

'7.2  Payment of Comnussion

! T a-B G . HO-HhO-Braiarage-no-imterihammine BN day-aitests
J4nitess the Seller and the Brekerage agree otherwise in writing.

D) Any holgbacks or conditions accepled by the Seller or the

not deisy payment of the Commussion to the |

Brokerage.
c) The Brok ot . y of the Commission, |
SEFras-compensaton-tecoeperatmybr ger - e ——

7.3  Alternate Compensation '

; e Ay A e Tate- G orm e tioTrto-He trokeraget-r-Purensse-Gonirnetry ot |
| Deposnts are forfeited. This Alt 1 i d A Thal wou ve been payable had the saie |
H LR st i01a1 1 miare i mn Ther-forfetted-frepx At Compensaton-shat-re-payatie upoTrrthe-forfeture-oi-the-0. e,

7.4 Deduction of Commission from Deposits and Prgceeds of Sale
f-‘z‘;‘TT‘\, ol ’ by T O~ ) 4o —op r- N the-galalodadict tha Lommicei owad.to tha Brok araoe frog
t5e Deposits, #f any, held by the Brokerage and wiil pay any balance of Commission oweg in SrduTTCE Clause 7.1.
(b) Tre Seller irravocably and unconditionally insiructs any lawyer actng-omrtahall of the Seller 1o deduct from the Deposits |
and Proceeds of Sale, or any monieg {ododee-by OrTEcovered from the buyer, any Commission or Alternate Compensation |
hat remaing ow o OTCKerage after it has exerciseg its ngM, if any, uncer clause 7 4(a) and 10 pay such Commission !

Frnad

e AT, p:ua 3 e e rage: i

7.5  Limitation on Other Remuneration l
The Brokerage agrees not to accept any other remuneration, whatever its form (including finder's fees, referral fees and gifts)
and from whatever sourca Onciuding the buyer, a mortgage lender, another brokerage or contracior), directly or indiractly reiated
lc its agency under this Contract unless, before accepting such remunesation, the Brokerage has fully disclosed in wnting 1o the
Seller all relevant tacts refating to the ofter of reruneration, including the maximum amount to be recetved, and obtained the
Seller's written consent 10 the Brokerage receiving such remuneration.

8. SECURITY FOR THE BROKERAGE'S REMUNERATION

8.1 Firafrndi ia L Of-Hn-imk i-HAe-t-ane—Buie:

e owed by the Séuer to

. W T PN ST TR fobtrd bl Diaal
19 & fOr-the- t AR AAA AR AL = = o

he Brokera RFta-Qontract T parties aree that the
} Brokerage 1s entited to eqcumhar th » the Land Titles Act (Alberta). The Seller now authorizes the
i bt e ara H 4 N YT i

> rereomtram

£ayment of all money which may b

- 9 y
82  itihe Brokerage successfully enforces any of its rights or remedies under this section, the Saller wiil pay reasonable lawyer and |
: client legal fees and cosis incurred by the Brokerage.

‘8.3 .Ithe Seller owes money under this Contract and the Brokerage does nol wish to enforce this Contract against the Seller, then f
-pon mutual agreement between the Brokerage and the buyer's brokerage, the Brokerage may assign this Contract to the |
buyer's brokerage. If this Contract is assigned, then the buyer’s brokerage may enfarce this Contract against the Seller to collect |
ke portion of the Remuneration or Altemate Compensation, plus GST, to which the buyer's brokerage is entitled, and the buyer's i
trokerage wifl have the same rights and security given to the Brokerage according to Section 8 of this Contract. i

9.  DUTIES OF THE SELLER ;
9.1 The Seiler will: i
1 .3) make its best afforis 1o insure the Property and its contents 2gainst loss or damage due to peris that are normally insured
against for simifar properties. The Selier will make best effors Jo ensure that such insurance wili be effective even when the
Property is vacant;

i 1b) make reasonable efforts to communicate and cooperate with the Brokerage in a timely manner; |

' €} provide the Brokerage with aii the information necessary for the listing and marketing of the Property; and, :

; id} immediately advise he Brokerage of any materiai change in the physical condition Or status of the Property or in me‘

i information provided by the Seiier.

9.2 The Seller wil Imrrediately advise the Brokerage: '

f (2) dunng the Term of the Contract, of ait inquiries by interested buyers or their representatives receved by the Seller: ]

! b) durng the Term of the Contract, of ail offers to purchase from interested buyers or their representatives and will deliver such ‘

} Sters to the Brokerage:; !

1 1

;

i
'
'

[y L PRI T Y s - i, TS " .
ErTCuAngrine-Hold-Orer-Petiogotany To-purehaso-the-Rroperty - TenTenerroma-bryer-imradnesae

Seller guring the Term of the Contract: anc

(d) during the Hoid-Over Peri ers regarding the Properly made by the Seller ang accepted by a |
10. IMPORTANT INFORM ON ;
1971 Ik ol il £ o ik ia.d 4 4 Laaf, 4 & S L L ol ik S all - '

? G- AP go-p Py Peaed— t
i ‘a) a real property repon. if applicable, reflecting the curre he Property, according to the Aiberta |
wamrmmmﬂfmm or non-conformance. This obligation |
Ay O e T T T TS T e ob-are ate-a-i-Rer+ 4 ot Rera-ih Re-Slaucluas.on tha laod, ¢

a0t 3bagiS - ke 4 Ko x By an RSSUCU O ~ KoY 009 A Sodar's il /‘;‘,,_bmkumx Repprontative s brubals g Tid
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.attached).

at cther applicable property information
1, fnancial information such as annua:

a

Sontracts, engineenng reports, environmental assessment reports, buiidimg plan:

The Seller authorizes the Brakerage to obtan

10.2  Seliers are required Dy common law (¢ disciose

irspection of the Property, and that ren

Sovde " " e
PoYRaf I Or I rhorr-ay-deser e OO romerty—ryy IX .

tnat i reasonadly required to develop panticuiars of sal erIging, but not imited
Broperty operating data (APOD), tenant schedui leases, service ang supply ;
Specfications.

eiler's behaif and at the Selier's expense,
QYes QANo __ Sewur 3 Lnbaix

that are hdden, not visible or discoverabie througn a reasonabie
roperty dangerous or potentially dangerous o the occupants or unfit for

n the imponant information o

|
|

napdation. Seliers may aiso be requi 0 disciose government and local authority notices and ‘ack of deveiopment permits |
Are you aware of any afects in the Property? QYes I No e Sedars toihes ;
Have yoy ved any government or local authority notices? dYes  UNo e Seders imuais |
ATEvorware-ohary-rck-ofperms-tor-any-« PMent-on-the-propearyd e Ne— . !

11. ADVICE TO THE SELLER

§
11.1 If the Selier has entered into any long-lerm contracts that refate 1o the Praperty, for example, agreements for gas or ut.l:tyi
services or security monitoring, the Seller shouid verify termmation policies and any possible financial penaities with the otner

contracting pany.

11.2  The Selier )3 advised that the Brokeraga is being retained as a real @state broker. not as a :awyer, tax advisor, ‘ender, appraiser, ‘
SUr/eyor, structural engineaer, property mspector, or other professional service provider.

12. SELLER'S WARRANTIES

o . HA O

TrTthe e " - 4

i The Selier has the authority to sell the Property and enter into this Contract; Q0 Yes d No
(b} The Seller has a nght to sell the Unattached Goods listed in clause 1.3(b);
(¢} The goods attached to the Land and Buildings and the included Unattached Goods i

of financiat encumbrances:

{d) The Seller has disclosed to the Brokerage all third party claims
The Property 1s not currently the subject of any sel

.
]
{fY Al information provided to the Broker,
12.2 The Seller warrants that, to b e Selle
@) The current . Land and Buitdin,
b

and are entirely on the Land and do not

clause 1.3 are free and clear

arests in the Property known to the Selier; ‘
rage agreement;
rsACcurale to the best of the Seller's knowledge. ’
|

b

f's knowledge, the following are truthtul and accurate:
S complies with the existing municipal land use bylaw;

ildings and other improvements on the Land are not placed partty or wholly on any easement or stility nght-of-way

encroach upon neighbouring lands, except where an encroachmant agreement is

TOSTeTRU O tribe

Theed 4 ' ~APY el

——]
et B -

HRa-L " In TP PP P

reiaxations granted by the

il 4 et
the Buildings and other |

"

proTO- T 536 Being compieted, or
Aderorronoaonl.

Liarmaaess

r— : PR et et
S A e o= COmormmg-brridmay ma-thert-terrrris-cefired-n-the-Adr 1o Tme At oy

(G} Within the meaning of the Income Tax Act {Canada), the Seiler 18 not now. nor wilt be on Compietion Day, a non-resident

of Canada nor is the Selier an agent or

a trustee for any serson with an interest in the Property who (s a non-resident of

Tanada. .
N
e dopCape, o Se —
’S CONFIDENTIAL
13.1  The Brokerage undertakes it will: |
(a) not use confidential information received from the Seller, or oblained as a resuit of providing services under this Contract. |
‘or s own gain or the gain of its empioyees or lo the prejudice of the Seller’s interests: ang, :
(t) not d isciose any confidertial information concerning the Selier to any other brokerage or other person unless authorized i
2y the Seiler or required by ‘aw. ;
14, USE AND DISTRIBUTION OF SELLER'S INFORMATION i
adn L " -y L £k hall Jo o f 'y th. ol I3 [y b
to-the rtse-uneg 0-0f-the y - !
Cantract and such other use as is consislent with listing and marketing the Property including, but not iimit ‘
(a) listing and advertising the Property using any medium including electronic media, ntac exterior photographs and f
video; I
b} retaining and disclosing any tisung and sakes informal ing price, which may be used Dy the Brokerage for any[
purpose relating to its business includin comparative analyses and disclosing such information to other persons
such as appraisers and oth. ges.; i
14.2  Subject to Secti s Contract, the Seller consents to placement of the listing and sales nformation by the Brokerage into |
the se(s) of the appropnate histing service(s) of the Board and acknowledges that the database of the Board 15 the |
Provertyoi-the-Bosror H
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a) aistnbute the information to any persons authorized 10 use such servica which may include aherorthars, Jovernmant '
Gepartments. appraisars, municipal organizations and others; !

‘D) market the Property, at its opton, in any meuium, including slew Media; |

.C) compiie, retain and publish any statistinsw g historical listing service data which may be usad by the Brokerage any
icensed Board membears to-cor Quct comparative marxet analyses; and

d) mak c er use of the information as the Brokerage and the Board deem appropriate In connection with the isting,

15. INDEMNIFICATION
151 The Seller will hold harmiess ang indemnify the Brokerage for any claims that may arise from its reasonable and good faith
eliance on representations mads. or information provided, by the Seller.
16. ADDITIONAL TERMS
16.1  The Selier agreas that:
‘a) the Brokarage may raprasent other sellers and, subject to Saction 18, buyars:
\b) the Brokerage cannot cisclose o the Seller confidential information obtained through any cther agency relationship to which
the Brokerage is or has been a party;

{c) the Brokerage will not be obligated 1o seek additional offers to purchase while the Proparty is subject to an unconditionat
purchase contract; ;

(d) #tne Property is awned by a iinuted company, a sale of shares representing a controfling interest in the Property wmf
censitute a sale for the purposes of this Contract. i

16.2 This Contract: i

{a) nciudes, if signed or initialed by the Seller and attached to this Contract, the following documents: 4'

APf’e nd'x A

;

i

|

(b} will constitute the entire agreement between the Seller and Brokerage and there are no representations, warranties, |
collateral agreements or conditions which affect this Contract other than as expressed herein, /Acl. .',; Apran»‘x

{c) s for the benefit of and will be binding upon the heirs, administrators, executors, successors and assigns of the parties;

{@) wil be governed by the laws of the Province of Alberta and the parties will submn to the ;unsdiction of the Courts of the |
Province of Alberta for the resoiution of any disputes that may arise out of this Contract, '

16.3  No amendment 1o the terms of this Contract shall be effective unless it i8 in writing and signed by the Seller and the Brokerage. |

16.4 it thera is conflict or discrepancy between 2ny prowision added to this Contract ana any provision in the standarg portion hereof, )
"€ added provision wili superseds tha standard provision to the extent of such confiiet or discrepancy. “
|

17. ENDING THE CONTRACT {
17.1  Withowt prejudice to the acquired rights of the Seller or the Brokerage, this Contract will end upon:
‘a) a completed saig of the Property; !
b} the exprration of the Term of the Contract as specified in clause 2.1 Or on an earlier date if mutually agreed to by the Seller i
and the Brokerage in writing;
‘) the suspension or cancellation of the Brokerage's licence to trade in real estate;
'a) the Brokerage ceasing to be a member in good standing of a real estate board; or
‘&) the bankruptcy or insolvency of the Brokerage or if it is in receivership.
17.2 ‘Whare one party to this Contract has materially breached a part of this Contract, the other party may, at its option, end this
Contract by notice in wriing to the party in breach.

17.3  ‘When this Contract ends, the Brokerage will immediately remove the Property as an active listing on any listing service, cease
ali marketing activties on behalf of the Selier, remove aii signs and any lockbox from the Property and return documents and
other matenals provided by tha Seller, i

17.4  Ending this Contract for whatever reason does not refieve the Brokerage of its duty of confidentiabty to the Seller and its duty to |
account for all momes receved by the Brokerage.

18. AGENCY DISCLOSURE AND SELLER'S ACKNOWLEDGMENT !

18.1  The Seller has entered into an agency relationship under cornmon law with the Brokerage, nciuding s broker, ail its associate
brokers and associates (collectivaly referred to as the Seller's Agent). The Selier's Agent is obligated 10 protect and promote the
interests of the Seller. Specifically, the Seller’s Agent owes the Seller the duties of ioyalty, obedience. conhdentiaiity, reasonable
care and skill, full disciosure and full accounting.

»

o A - CAEERIA ReM ESTi ASSICITON - Mo 2008 . SuHer's irwuis X Srohsege Representaive's ity o3t g
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18.2  The Selier ana potental Duyars may oe representad by diffarent brokerages. Each of thesa orokerages cw?grﬂ?"c%'e?ﬂ“ma fral b
sQency duties listed in 18.1, Brukerages representing buyers will not have an agency relationship with the Seder.
18.3 if the Brokerage (the Selier's Agent) is the agent of a buyer who wishes to make an offer on the Property. the duties owed to
i 2ach party @ra n conflict and would by necessity ba limited. Prior to wniting the offer the Brokerage wiil review with the buyer al
i ‘elevant facts and implications of gual representation and then seek the buyer s wntten consent to Trangaction Brokarage on the !
i ‘erms specified in the Transaction Brokerage Agreemant. The Brokerage witl obtain the Seller's consent 1o Transaction !
Brukerage prior o presentung the buyer's offer to the Saltler. |
.18.4 Stcud the Brokerage deem Transaction Brokerage o be inappropriate for a particutar lransaction, the parties will saak allernate |
; ‘epresentation Should either the Seller or the Cuyer not consent (o Transacuon Brokerage, the Brokerage will gve tha Selier |
and the buyer an opportunity 1o seek independent advice, and, uniass otherwise agreed by the two parues, the non-consenu‘ng{
parly will seek aiternate representation and the Brokarage wiil continue 1o iepresent the consenting party 1
18.5 The Selier, having reag and understood this Contract, acknowledgas that tus Contract accurataly sets out tha lerms agreed 10
oy the Selier and the Brokerage |
19.  SIGNATURES f
19.1  Tris Contract may be signad by the parties and transmitted by fax. This procedure will be as effective as if tha parties had signed i
and denvered an origmal copy. .

,

|
! s - ’
This Centract was signad on AP"' / 20 20 /@ |

| | E"ﬁf& A..n/ %UJ}L(./ ,égcg,'uef ﬁ'F— %MCO /[/a/‘/,‘,ygs 4.7‘4/ f

Fie— Alame +F Heca ot F r’npen‘y ‘S N il s o o=

Autl ed Signing Officés— Witress

|_Ales/ A/a-rj;%‘f:ﬁn~ Semty Yice @!f%sﬂl

r
)
'y a} ! Prnt Name of Authonzed Sigring Print Name of Wilnass
i |
! .
| |
’ i
i ' Autnonzed Sigring Officer Witneas 4
d i
Bt Namu of Authonzed Sigmng Offcer Print Name of Witness :
, T i
| s
e M —
i .
B ! Signature of broker. associate broker or associate Selier: Initia) here to show you have Jate
i authorized to sign an behaif of the Brokerage received a copy of this Contract.
“ .
i } ;
. )
f | '
! i
i f
‘ | ]
. i
5 {
J ]
{ f
1 ;
)
.
1 | |
3 1 X
; |
TS - CA KA REAL & 51400 ARKOC AT - Nav 7009 ok

AEBFOrms ™ Dec/2009
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APPENDIX C

APPENDIX *A™ TO COMMERCIAL SELLER BROKERAGE AGREEM ENT
CONTRACT NO. 1984921 Mar22

Ihe following are amendments und additions to Commerciai Seller Brokerage Agreement
Contract No. 1984921 Mar22 made between Emst & Young Inc. as Receiver of Ranco Holdings
L.1d. as “Seller” and RE/MAX Medalta Real Estate as “Brokerage™:

I The Anached Goods not included in the Property are as follows:
¢ 1 Digital Video Recorder
* 1 Power Panel re: Video Cameras
¢ 5 Indoor Dome Security Cameras
* 11 Indoor/outdoor Security Cameras
*  Key Box
¢ Televisions/Home Theatres
* Undge. Dishwasher and Micrwave
*  Allotlice tumishings
® Vchicle Wash System
* 4 Bay Sea-Can Storage System
*  Wash Bay Tarps
* Towel Dispensers
* Tile for Cabinet
¢ Security System
* Shop Hardware & Tools
* Bay Pressure Wash System {Cat Mdel 610 Pump with SHP 3 Phase Motor)

2. Clauses 7.1, 7.2. 7.3 and 7.4

"The Scller will pay 1o the Brokerage a commission equivalent to five (3.0%%) percent of
the Purchase Price in respect of the sale of the Property to a third party. Such commission
shall be due only at such time as a sale of the Property to a third party purchaser as
approved by the Count of Queen’s Bench of Alberta is compieted such that title has
passed to such third party purchaser and the sale proceeds have been unconditionally
released to the Seiler.

The Brokerage acknowledges that the Seller has not legal right to sell the Property
without the approval of the Court of Queen’s Bench of Albenta and that all offers to
purchase and agreements of purchase and sale to be entered into between the Seller and
third party purchasers must contain a condition precedent as 1o approval of the Court of
Queen’s Bench of Alberta,
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APPENDIX C

I'he Brokerage will offer 2% of the Commussion as compensation 1o cooperating
brokerages.

‘wa

The Asking Price ror the Property, not including GST, $1.500.000.00 CDN.
Where applicable, GST shall be the responsibility of the buyer,
+. No other provision of the listing contract, all Attached goods in the Property and all

Unattached Goods included in the Property are sold on an as is-where is hasis and
without any warranty whatsoever, including a warranty as to fitness for intended use.

INITIALS
SELLER

INITIALS
BROKERAGE
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SUMMARY APPRAISAL REPORT

OF
Industrial Office Premises
59 — East 3 Avenue
Dunmore, AB

APPENDIX D

AS OF
May 14, 2010

PREPARED FOR
Ernst & Young Inc.

PREPARED BY
Handley Appraisals Ltd.
Jerry Zezulka, DAC, IFAS
Roger G. Handley, DAC, Certified Appraisal Reviewer
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HANDLEY APPRAISALS LTD. APPENDIX D

File Number: EY-10-05-11
June 2, 2010

Ernst & Young Inc.
1000, 440 -2"! Avenue S.W.
Calgary, Alberta

T2P SE9

ATTN: Mr. Orest M.P. Konowalchuk
Manager, Transaction Advisory Services

Dear Sirs:
Re: Industrial Office Premises
59 — East 3 Avenue.
Dunmore, Ab.

Pursuant to your request, we have prepared an appraisal of the captioned property. The
purpose of this appraisal is to estimate the market value of the subject property’s fee
simple interest. This appraisal is intended for the use of the client only.

This report has been completed in accordance with the Uniform Standards of Professional
Appraisal Practice (USPAP) and applicable Federal regulations.

We certify that we have no present or contemplated future interest in the property beyond
this estimate of value. Your attention is directed to the Limiting Conditions and
Assumptions, located on the following pages. This report constitutes an agreement with
these conditions and assumptions.

#2.1713 = 2™ AVENUE. SOUTHOLETHBRIDGE, ALBERTA. 'L OES
Phone: 403-394-0608, Local Fax: 403-394-0006. Toll kree Fax: I-R66-078-0825
cmail: handlevappraisals o email.com
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APPENDIX D

By reason of our investigation and visual observation of the property and its location, and
subject to the limiting conditions contained herein, it is our opinion that the market value,
effective May 14, 2010 was:

ONE MILLION FIVE HUNDRED THOUSAND DOLLARS—($1,500,000.00)
The forced sale value of the property, effective May 14, 2010, was estimated at:
ONE MILLION FIFTY THOUSAND DOLLARS..$1,050,000.00)

The market value estimate reported represents a decline of $400,000.00--21 per cent --
from the estimate reported in June, 2009, and is the result of the slumping economy
experienced in the oil and gas sectors in Medicine Hat over the past year or so.

In addition to the slumping economy, Medicine Hat is a small and confined market. The
current foreclosure and subsequent forced sale of the subject premises is common
knowledge in the market place. As such, virtually every potential purchaser will be

* bargain shopping™, and any offers at or near the otherwise market value are not likely to
be forthcoming. About the best that can be anticipated at this point will be something at
or below forced sale levels.

We trust you will find this report in order. Should anything further be required, please
contact us.

Respectfully submitted;

Per:
Handley Appraisals Ltd.

Jerry Zezulka, DAC, IFAS

Roger G. Handley, DAC,
Certified Appraisal Reviewer

12
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APPENDIX D

LIMITING CONDITIONS AND ASSUMPTIONS

Acceptance of and/or use of this report constitutes acceptance of the following limiting conditions and
assumptions; these can only be modified by written documents executed by both parties.

This appraisal is to be used only for the purpose stated herein. While distribution of this appraisal in its
entirety is at the discretion of the client, individual sections shall not be distributed; this report is intended
to be used in whole and not in part.

No part of this appraisal, its value estimates or the identity of the firm or the appraiser(s) may be
communicated to the public through advertising, public relations, media sales, or other media.

All files, work papers and documents developed in connection with this assignment are the property of the
client to whom this report is addressed. . Information, estimates and opinions are verified where possible,
but cannot be guaranteed. Plans provided are intended to assist the client in visualizing the property; no
other use of these plans is intended or permitted.

Unless stated herein, the property is assumed to he outside of areas where flood hazard insurance is
mandatory. Maps used by public and private agencies to determine these areas are limited with respect to

Good title, free of liens, encumbrances and special assessments is assumed. No responsibility is assumed
for matters of a legal nature,

Necessary licenses, permits, consents, legislative or administrative authority from any local, provincial, or
Federal government or private entity are assumed to be in place or reasonably obtainable.

It is assumed there are no zoning violations, encroachments, easements or other restrictions which would
affect the subject property, unless otherwise stated.

The appraiser(s) are not required to give testimony in Court in connection with this limited appraisal. If the
appraisers are subpoenaed pursuant to a court order, the client agrees to pay the appraiser(s) our regular per
diem rate plus expenses.

Appraisals are based on the data available at the time the assignment is completed.
Amendments/modifications to limited appraisals based on new information made available after the limited
appraisal was completed will be made, as soon as reasonably possible, for an additional fee,

The use of this report for any purpose whatsoever is prohibited unless negotiable payment in full has been
received by the appraiser,

The liability under this agreement to the client for any claim related to or arising in connection with the
subject matter of this report or any services provided hereunder, whether in contract or in tort and including
the negligence of the appraiser or appraisal company shall be limited to direct loss or damage arising from
such breach of contract or such tort or such negligence and, further, shall be strictly limited to the value of
the fees paid by the client.
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APPENDIX D

OVERVIEW

A) Subject Property: Industrial Office Premises
59 — East 3 Avenue
Dunmore, AB

B) Legal Description:  Plan 0512216, Block 1, Lot 10

C) Registered Owner: Ranco Holdings Ltd.

D) Interest Appraised: Fee Simple Interest

APPRAISAL PURPOSE

The purpose of this appraisal is to estimate the market value and forced sale value of the

fee simple interest in the land and improvements, effective May 14, 2010.

Intended Use
The intended use of this appraisal is for corporate purposes

Intended User(s)

This appraisal is intended the use of the party to whom this report is addressed
only.




APPENDIX D

MARKET VALUE DEFINITION

The term "market value" is defined as "the most probable price in terms of money which
a property should bring in a competitive and open market under all conditions requisite to
a fair sale, the buyer and seller each acting prudently, knowledgeably, and assuming the
price is not affected by undue stimulus. Implicit in this definition is the consummation of
a sale as of a specified date and the passing of title from seller to buyer under conditions
whereby:

A. Buyer and seller are typically motivated;

B. Both parties are well informed or well advised, and each acting in what he/she
considers his/her own best interest;

A reasonable time is allowed for exposure in the open market;

Payment is made in cash in Canadian dollars or in terms of financial arrangements
comparable thereto; and;

The price represents a normal consideration for the property sold unaffected by
special or creative financing of sales concessions gained by anyone associated
with the sale."!

m on

THREE-YEAR SALES HISTORY
Last Known Sale Date: N/A.

CURRENT LISTING / PENDING CONTRACT

According to information obtained, the subject is currently offered for sale at an asking
price of $1,500,000.00. The property was listed on April 20, 2010, about 35 days ago.

APPRAISAL SCOPE

VALUATION CRITERIA
a) the properties intended use
b) Uniform Standards of Professional Appraisal Practice (USPAP)

" Title X1 of FIRREA., 1989,
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APPENDIX D

LOCATION

The subject is situated on the south side of the Trans Canada Highway service road
( 3 Avenue East ), in Dunmore, Alberta.

Dunmore is approximately five kilometres south west of Medicine Hat. Direct access is
via the Trans Canada Highway--a divided four lane carrier. Dunmore is a satellite
community of Medicine Hat.

The Hamlet has about 500 people. Of the 462.21 acre land area, there are 129.08
acres devoted to residential development, 63.36 acres for commercial and industrial
development. Services include piped water (Medicine Hat), and garbage pick-up.

Residential construction activity has increased substantially in Dunmore over the
past few years. The majority of new construction has occurred within the newer acreage
subdivisions south of the Trans Canada Highway. Sizes range up to 0.50 acre, with
services to the lot line.

To the west of the subject are a number of commercial/industrial properties in a
small commercial subdivision fronting the Trans Canada Highway. To the south, there i is

some undeveloped land ( formerly a golf driving range), and a residential subdivision.
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PROPERTY DESCRIPTION
A) Land
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Configuration: Irregular, interior

Site Frontage:
Site Depth:

Site

Area:

Site Topography:

Municipal Services:

Site Improvements:

250.0 ft
328.25 fi.
1.88 acres
Level

Municipal water and sewer

a.

APPENDIX D
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B) Improvements

1. Main Building

Property Type: Show case industrial flex

Year Built: Proposed
Effective Age: new
Remaining Economic Life: 65 years
Size: Office; 1,361 s.f.
Shop; 4.239s.f
Total’ 5,600 s.f.

Basement: None

Mezzanine: 1361 s.f. good quality offices, board room, two
piece washroom, staff room with mini-bar.

Net Rentable Area; 6,961s.f.




;

Bomeen:

oo

Foundation:

Frame:

Exterior:

Roof:

Roof finish:

Interior Finish:

Ceilings:

Roof Height:
Partitions/Interior Framing:
Floor Cover:

Doors:

Other:

MECHANICAL SYSTEMS
Heating/HVAC:
Cooling/Air Conditioning:
Hot Water:
Electrical:
Plumbing:

Sprinkler:

Condition:

APPENDIX D
Concrete

Steel frame

Metal clad, structural glass
Steel joists

Metal clad

Drywall, foil insulation
Drywall

20 ft.

Drywall on wood

Carpet, vinyl tile, concrete

Wood interior doors;
Five automatic 16 ft. by 16 ft. overhead doors

N/A

Forced air, overhead radiant
Make — up air system

Side mounted, zone controlled, four units
Natural gas fired tank

200 amp. 600 volt, 3 phase, 4 wire
Adequate

None, automatic fire shutters separate the office
from the shop area

new

9
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2. Shop

-

APPENDIX D

Property Type:

Year Built:

Effective Age:

Remaining Economic Life:
Size:

Basement:

Mezzanine:

Net Rentable Area;
Foundation:

Frame:

»
4
g
&

Industrial shop

2009

One year

65 years

3,360 s.£., including 288 s.f. of office space
None

288 s.f.

3,360 .f.

Concrete

Steel frame

11
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Exterior:

Roof:

Roof finish:

Interior Finish:

Ceilings:

Roof Height:
Partitions/Interior Framing:
Floor Cover:

Doors:

Other:

MECHANICAL SYSTEMS
Heating/HVAC:

Electrical:
Plumbing:

Condition:

APPENDIX D
Metal clad

Steel joists

Metal clad

Drywall, foil insulation
Drywall

18 ft.

Drywall on wood
Concrete

Wood interior doors;
Two automatic 16 ft. by 16 ft. overhead doors

N/A

Overhead radiant
200 amp. 600 volt, 3 phase, 4 wire
Adequate

new
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ASSESSMENT AND TAXES

Assessed Value Land:

Assessed Value Improvements:

Total Assessed Value:
Real Estate Taxes:

DESIGNATED LAND USE
=== 2B LAND USE

District:
Subject Use:
Land Use Bylaw:

HIGHEST AND BEST USE

APPENDIX D

234,710
1,066,290
1,301,000
$6,940.63 (2009)

HC Hamlet Commercia]
Class IT Discretionary
No. 2006/13 of Cypress County

The nature of the land use class is such that virtually
any use ( and virtually any potential purchaser),
must be approved by the Municipal Planning
Commission,

]

Highest and best use may be defined as the reasonably probable and legal use of
vacant land or improved property, which is Physically possible, appropriately
Supported, financially feasible, and that results in the highest value,

Having regard to the three main criteria, and location, and the nature and magnitude of
the improvements, highest and best use was concluded to be some form of industrial or
office/industrial use that can derive some benefit from the advertising advantage afforded

by the Trans Canada Highway exposure.

VALUATION METHODOLOGY

Market value was tested by cost summation, income capitalization, and direct
comparison.

A) Cost Summation

A method of valuation whereby the estimated replacement cost of the
improvements is added to the estimated land value, derived from direct

comparison.
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APPENDIX D

Following is the land data considered.

No. 1

File No:
Municipality:
Location/Address:

Legal Description:
Parcel Area (sq.ft.);
Parcel Area (acres):

Designated Land Use:

Vendor / Purchaser:
Transaction Date:
Selling Price:
Selling Terms:
Price per sq.ft.:
Price per acre:
Comments:

No. 2

File No:
Municipality:
Location/Address:

Legal Description:
Parcel Area (sq.ft.);
Parcel Area (acres):

Designated Land Use:

Vendor / Purchaser:
Transaction Date:
Selling Price:
Selling Terms:

Price per sq.ft.:
Price per acre:
Comments:

CL 08-0711905-2-8

Cypress County ( Dunmore )

Adjacent to Trans Canada Highway, between Medicine Hat &
Dunmore

Plan 0711905, Block 2, Lot 8

69,696.00

1.60

H-C Hamlet Commercial

Monarch Land /573117 Ab. L.

February, 2008

$264,000.00

conventional

$3.79

$165,000.00

The property is located next to the Trans Canada Highway,
between Dunmore and Medicine Hat. The site has access to
Medicine Hat Municipal water.

CL 08-0814331-2-12

Cypress County, adjacent to Medicine Hat

Adjacent to Trans Canada Highway, between Medicine Hat &
Dunmore

Plan 0814331, Block 2, Lot 12

190,357

4.37

H-C Hamlet Commercial

n/a/ n/a.

June, 2008

$524,400.00

conventional

$2.75

$120,000.00

The property is located next to the Trans Canada Highway,
between Dunmore and Medicine Hat. The site has access to
Medicine Hat Municipal water.

14
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No. 3

File No:
Municipality:
Location/Address:

Legal Description:
Parcel Area (sq.ft.);
Parcel Area (acres):

Designated Land Use:

Vendor / Purchaser:
Transaction Date:
Selling Price:
Selling Terms:
Price per sq.ft.:
Price per acre:
Comments:

No. 4

File No:
Municipality:
Location/Address:

Legal Description:
Parcel Area (sq.ft.);
Parcel Area (acres):

Designated Land Use:

Vendor / Purchaser:
Transaction Date:
Selling Price:
Selling Terms:

Price per sq.ft.:
Price per acre:
Comments:

APPENDIX D

CL 08-0814331-1-14
Cypress County, adjacent to Medicine Hat

Adjacent to Trans Canada Highway, between Medicine Hat &
Dunmore

Plan 0814331, Block 2, Lot 14

201,247

4.62

H-C Hamlet Commercial

n/a

October, 2008

$623,700.00

conventional

$3.10

$135,000.00 :

The property is located next to the Trans Canada Highway,
between Dunmore and Medicine Hat. The site has access to
Medicine Hat Municipal water,

CL 07-0710072-3-3
Cypress County, adjacent to Medicine Hat

Adjacent to Trans Canada Highway, between Medicine Hat &
Dunmore

Plan 0710072, Block 3, Lot3

87,120

2.00

H-C Hamlet Commercial

n/a

Dec., 2007

$229,899.00

conventional

$2.64

$114,998.00

The property is located next to the Trans Canada Highway,
between Dunmore and Medicine Hat. The site has access to
Medicine Hat Municipal water.

15




No. 5

File No:
Municipality:
Location/Address:

Legal Description:
Parcel Area (sq.ft.);
Parcel Area (acres):

Designated Land Use:

Vendor / Purchaser:
Transaction Date:
Selling Price:
Selling Terms:

Price per sq.ft.:
Price per acre:
Comments:

No. 6

File No:
Municipality:
Location/Address:

Legal Description:
Parcel Area (sq.ft.);
Parcel Area (acres):

Designated Land Use:

Vendor / Purchaser:
Transaction Date:
Selling Price:
Selling Terms:

Price per sq.ft.:
Price per acre:
Comments:

APPENDIX D

CL 07-0710072-3-4
Cypress County, adjacent to Medicine Hat

Adjacent to Trans Canada Highway, between Medicine Hat &
Dunmore

Plan 0710072, Block 3, Lot 4

88,862

2.04

H-C Hamlet Commercial

n/a

Oct. 2007

$320,000.00

conventional

$3.60

$156,862.00

The property is located next to the Trans Canada Highway,
between Dunmore and Medicine Hat. The site has access to
Medicine Hat Municipal water.

CL 09-0814331-2-11

Cypress County, adjacent to Medicine Hat

On Bullshead Road, between Medicine Hat &

Dunmore '

Plan 0814331, Block 2,Lot11

162,479

3.73

H-C Hamlet Commercial

Monarch Land Ltd. / 1368132 Alberta Ltd. Et al

Nov. 2009

$410,300.00

conventional

$2.53

$110,000.00

The property is located east of Bullshead Road, near the Trans
Canada Highway, between Dunmore and Medicine Hat. The site
has access to Medicine Hat Municipal water.

LTO. # 091288543
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No. 7

File No:
Municipality:
Location/Address:

Legal Description:
Parcel Area (sq.ft.);
Parcel Area (acres):

Designated Land Use:

Vendor / Purchaser:
Transaction Date:
Selling Price:
Selling Terms:

Price per sq.ft.:
Price per acre:
Comments:

CL 09-0814331-2-13

Cypress County, adjacent to Medicine Hat
On Bullshead Road, between Medicine Hat &
Dunmore

Plan 0814331, Block 2, Lot 13

202,554

4.65

H-C Hamlet Commercial

Monarch Land Ltd. / Lloyd & Linda Dallas
Sept. 2009

$500,000.00

conventional

$2.47

$107,526.00

APPENDIX D

The property is located east of Bullshead Road, near the Trans
Canada Highway, between Dunmore and Medicine Hat. The site

has access to Medicine Hat Municipal water.
LTO. # 091288543

As the data indicates, there was a slight decline in land selling prices through 2009. That

is in keeping with the other sectors of the investment real estate market in and around

Medicine Hat over the past one or two years.

Based on the size of the subject parcel, the location, and the

calculated as follows;

1.88 acres @ $130,000.00 = $244,400.00

data, the land estimate was
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APPENDIX D
ii) Improvements

The depreciated cost of the Improvements was calculated by use of the Marshall and
Swift Valuation service, office records, and local trade opinion. Contrary to popular
belief, construction costs have not decreased appreciably since the economic downtum
of 2008, Indeed, some materials costs have continued to increase. On the other hand,
sub-trades and labor have become more competitive, and labor costs have either

decreased, or remained stable over the past yearor so. Calculations follow:

a) Main Building
Municipal Service Garage; Metal frame and walls
Ceiling Height; 20 ft.
Metal curtain walls with glass panels
Radiant space heaters; Air conditioned office space
Estimated Replacement Cost, new

5600 s.f. @ $200.00 = $1,120,000.00

b) Service Building
Industrial Flex Building; Metal frame and walls
Ceiling Height; 18 fi.
Metal clad walls and roof cover
Radiant space heaters; Flourescent lighting; 200 amp electricity
Single office and Storage mezzanine — 288 s.f
Estimated Replacement Cost; new
3,360 s.f. @ $125.00 = $420,000.00

Summary;
Estimated Replacement Cost, New
Main building; $1,120,000.00

Service Building; $420,000.00
Site Improvements; $85,000.00
Expired Life; (n/a.)
Total Improvements; $] ,625,000.00

Land; at market; $244.400.00

Total Property; $1,869,400.00
Rounded to; $1,870,000.00
INDICATED VALUE BY THE COST SUMMATION :

$ 1,870,000.00 (ONE MILLION EIGHT HUNDRED SEVENTY
THOUSAND DOLLARS)




APPENDIX D

B) Income Capitalization

A method of valuation whereby the estimated annual net income produced

by a property is capitalized at an appropriate rate to provide an indication of
the property’s value.

Direct Capitalization Analysis
The steps involved in capitalizing the subject's net operating income are as follows:

1. Develop the subject's Potential Gross Income (PGI) through analysis of the
subject’s actual historic income and an analysis of competitive current market
income rates

Estimate and deduct vacancy and collection losses to develop the Effective
Gross Income (EGI).

[

3. Develop and subtract operating expenses to derive the Net Operating Income
(NOD).

4. Develop the appropriate capitalization rate (R,).

5. Divide the net operating income by the capitalization rate for an estimate of
value through the income approach.

i) Potential Gross Income (PGI)

The subject is owner occupied, and there is no arms length lease contract in place. In

order to project a market rent for the subject, the following data was reviewed.
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Address Tenant Area Occupied Rate per s.f.
1276-Trans Canada Way S.E. Kia 6,274 S.F. $14.00
1368 Trans Canada Way S.E. Value Village 20,772 s.1. $10.63
1373 - 22 Street SE Vik Clinic N/A $1133
181 - Carry Dr. SE N/A 1300 5.1 $12.50
2801 - 13 Ave. SE N/A N/A $11.00
3010 - 3060 Dunmore Road SE Revelstoke Home Centre 25,119 s.f, $10.20
3195- 13 Ave SE N/A H60 .1 $16.00
3271 Dunmore Road SE N/A 760 s.f. $15.50
1451-Highway Avenue, Redcliff National Oilwell 20394 s.f. $15.23
1750 Broadway Ave Waterous Diesel 19.526 51, $12.37
2148-Brier Park Place N.W. Lutkin Industries hd 13.992 s f. including $11.84

1.667 s.f. office

1202 — Dirkson Drive, Redcliff 18,000 s.1. $13.17
2400 — South Highwsy Drive, Redcliff Canyon Technical Services 16,000 5.1, $14.00
2350 — South Highway Drive, Redeliff  United Rentals 7.500 s.f. $11.25

Weatherford Products 7.500 s.f. $10.70

Winroc 7,500 s.f. $9.70
2250 - South Highway Drive, Redcliff  Toromont Energy Services 12,000 s.f., $12,50
#1, 2200 South Highway Drive Van Kappel International $11.00
2150 — South Highway Drive Exterran Canada $10.40
1302 Dirkson Drive 2,606 s.f. $14.50

i) Income Projection

Information obtained during the course of this investigation revealed that industrial
market rents have declined an average of approximately 25 per cent over the past year. A
market rent of $15.00 per s.f. was adopted for the main building. That rate is in line with
the rates indicated in the data sampling, which represents the most recent information

available. For the service building, a rate of $10.00 per s.f. was considered realistic.

iii) Vacancy and Collection Loss

The subject is currently vacant. In the current economy, it could take some time to find a
buyer for owner occupancy, or a new tenant for rental. Moreover, even in a buoyant
economy, or with owner occupancy, or long term leases, a prudent investor will
anticipate some vacancy over the projects full economic life . A long term vacancy of 5.0
per cent was projected.

iv) Landlord’s Expenses

Structural maintenance for the building was projected at 3.0 per cent of effective gross
income. Management of the earned income (rent) was charged at 3.0 per cent of effective

£ross income.
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APPENDIX D
v) Capitalization Rate

Based on an appreciation of the subject’s leasing potential, and the current state of the
Medicine Hat/Redcliff industrial real estate investment market, the resultant net operating
income was capitalized at 9.0 percent overall.

Over the past number of years, the fluctuating interest rates have pushed up investors’
yield expectations. At the same time, the investment sector appears to have developed

immunity to the wide and often sudden fluctuations in the cost of borrowing money.

Recent selling prices in Medicine Hat have started to reflect lower capitalization rates in
new premises. For new premises such as the subject, rates in the 8.0 to 11 or 12 percent
range have been maintained. The downturn in the economy over the past two or so years
has had an equally adverse effect on rents, as it has had on values and prices. At the same
time, capitalization rates have remained relatively constant (Value losses have been
manifest more so in lower rents, rather than in higher conversion factors).

vi) Capitalization;

Potential Gross Income

6,961 s.f. @ $15.00 = $104,415.00
3,360 s.f. @ $10.00 = $33,600.00
Less: vacancy @ 5.0% = ( $6.900.00)
Effective Gross Income: $131,115.00
Less;
Landlord’s expenses: (3 _7.867.00)
Net Operating Income: $123,248.00
Capitalized at: 9.0%
$123.248.00
9.0% = $1,369,422.00, Rounded to; $1,370,000.00

INDICATED VALUE BY THE INCOME CAPITALIZATION APPROACH:
$ 1,370,000.00 (ONE MILLION THREE HUNDRED SEVENTY THOUSAND
DOLLARS)
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APPENDIX D
C) Direct Comparison

The comparison process is carried out in three main phases:

a) Information (market data is obtained from the best sources available,
Whenever possible or practicable, accuracy and details are verified
through public records, personal interviews, or other channels.

b) The prices obtained are reduced to a unit of measurement (common
denominator) that reflects the market’s attitude toward a specific class
of property.

c) Depending on the origin of the various per unit amounts, positive and

negative adjustments are applied to bring the benchmark up or dowa to
the value (price level perceived for the appraised property.

Following is the data reviewed.

No. 1

File No.: IB-10-7210-Highway 524
Municipality: Cypress County

District: 5 km. west of Redcliff
Address: 7210 Highway 524

Legal Description:
Development Type:
Gross Building Area:
Net Rentable Area:
No. of Stories:
Construction Date:
Site Area:

Selling Price:
Terms:

Transaction Date:
Vendor / Purchaser:

Overall Price per sq.ft.:

Comments:

SE Y% 27-13-7-W4

Industrial shop and warehouse with office space
22,400 s.f.

22,400 s.f.

one

2008

156.11 acres

$1,700,000.00

forced sale ( Foreclosure)
May, 2010

Court of Queen’s Bench / n/a.
$75.89

LTO. # 091326450

There is also a 7,440 s.f. quonset storage building.

The foreclosure listing priced the property at
$2,400,000.00. Land Titles information indicates that a sale
of the property took place in May of 2008, at a reported
price of $3,573,799.00. There are some indications that this
transaction might not have been at arms length.
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No. 2

File No.:
Municipality:
District:

Address:

Legal Description:
Development Type:
Gross Building Area:
Net Rentable Area:
No. of Stories:
Construction Date:
Site Area:

Selling Price:
Terms:

Transaction Date:
Vendor / Purchaser:

Overall Price per sq.ft.:

Comments:

No. 3

File No.:
Municipality:
District:

Address:

Legal Description:
Development Type:
Gross Building Area:
Net Rentable Area:
No. of Stories:
Construction Date:
Site Area:

Selling Price:
Terms:

Transaction Date:
Vendor / Purchaser:
Gross Income:

Overall Price per sq.ft.:

O.A.R:

APPENDIX D

IB-09-170- Saskatchewan Drive
Redcliff

n/a

170 - Saskatchewan Drive

Plan 9711118, Block 5, Lot 15

Light industrial / commercia] building
4,800sq.ft.

4,800 s.f,

one

1997

1.12 acres

$525,000.00

conventional

Sept, 2009

Robust Investments Ltd. / Pyramid Land Corporation
$109.38

LTO. # 091326450

1B-09-7711421-9-1
Redcliff

n/a

24 - Industrial Drive

Plan 7711421, Block 9, Lot 1
Light industrial / commercial building
5,000sq.ft.

5,000sq. ft.

one

1985

0.62 acres

$490,000.00

conventional

May, 2009

n/a. / 1442093 Alberta Ltd.
$50,000.00

$98.00

11.2%

:
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No. 4

File No.:
Municipality:
District:

Address:

Legal Description:
Development Type:

Gross Building Area:
Net Rentable Area:
No. of Stories:
Construction Date:
Site Area:

Selling Price:

Terms:

Transaction Date:
Vendor / Purchaser:
Gross Income:

Net Income:

Overall Price per sq.ft.:
O.A.R.:

G.ILM.:

Comments:

No. 5

File No.:
Municipality:
District:

Address:

Legal Description:
Development Type:
Main Floor Area;
Mezzanine;

Gross Building Area:
Net Rentable Area:
No. of Stories:
Construction Date:
Site Area:

Selling Price:
Terms:
Transaction Date:
Vendor:

Overall Price per sq.ft.:
O0.A.R.:

Comments:

APPENDIX D

IB-08-6293JK-5
Medicine Hat

Brier Park

1672 - Brier Park Crescent N.W.

Plan 6293 JK, , Block C, Loté6

Steel frame manufacturing and office building, dock height
floors

39,300 s.f.

39,300 s.f.

one

1974

6.38 acres

$1,800,000.00

conventional

April, 2008

Data Group Limited Partnership / Classic Construction
n/a.

$224,000.00 (est.)

$45.80

11.9 %

n/a.

Floor area includes 5,600 s.f. of offices

1B-08-0512216-1-9'

Cypress County

Dunmore

47 - East 3 Avenue

Plan 0512216, Block 1,Lot9

Industrial flex building

13,000 s.f.

4,500 s.f. good quality office

17,500 s.f. '
17,500 s.f.

one

2007

4.99 acres

$3,000,000.00

conventional

February, 2008

Ranco Holdings Ltd / Zion Rea] Estate Ltd.
$171.43

7.91%
There is a 5,200 s.f. unlined shop, of metal construction,
included in the price. The main building is a “first class™
show case industria} premises.

-
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No. 6

File No.:
Municipality:
District:

Address:

Legal Description:
Development Type:
Gross Building Area:
Net Rentable Area:
No. of Stories:
Construction Date:
Site Area:

Selling Price:
Terms:

Transaction Date:
Vendor / Purchaser:

Overall Price per sq.ft.:

Comments:

No. 7

File No.:
Municipality:
District:

Address:

Legal Description:
Development Type:
Gross Building Area:
Net Rentable Area:
No. of Stories:
Construction Date:
Site Area:

Selling Price:
Terms:

Transaction Date:
Vendor / Purchaser:

Overall Price per sq.ft.:

Comments:

APPENDIX D

IB-09-2125 Brier Park Place N.W.
Medicine Hat

Brier Park

2125 — Brier Park Place N.W.
Plan 7910065 , Block 2, Lot 6
Industrial Flex

3,680 s.f

3,680 s.f.

one

1980

1.82 acres

$658,000.00

conventional

May, 2009

Wasilow / Moskal Mechanical Lt5d.
$178.80

LTO. 091171058

IB-09-1348 — 32 Street S.W.
Medicine Hat

Cottonwood

1348 — 32 Avenue S.W.

Plan 7810488 , Block 1, Lot 9
Industrial Flex

12,000 s.f.

12,000 s.f.

one

1979

2.41 acres

$950,000.00

conventional

August, 2009

752136 Alberta Ltd. / 1219449 Alberta Ltd.
$79.17

LTO 091258567

38}
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In summary form, the data appears as follows;

No. Date Building size ( s.f ) Price per s.f.
1. May, 2010 22,400 $75.89

2. Sept. 2009 4,800 $109.38

3. May, 2009 5,000 $98.00

4, April, 2008 39,300 $45.80

5. Feb. 2008 17,500 $171.43

6. May, 2009 3,680 $178.80

7. August, 2009 12,000 $79.17

The subject is essentially a smaller version of No. *5’ of the data,in terms of construction
style and quality. The two properties are within one city block of each other. The
comparable was sold over two years ago at $171.43 per s.f. since that time, real estate
values have declined (over the past year ) by about 20 per cent. At that rate, the current
selling price appears at about $137.50 per s.f. The subject is a smaller building  ( about
40 per cent as large as the comparable ), that is slightly newer Typically, all else being

equal, per unit price tends to vary in inverse proportions to size.

The majority of the data is located in Medicine Hat, Up until a 'few Years ago, Medicine
Hat properties invariably brought more on the market than properties in either Redcliff or
Dunmore. More recently, however, Redcliff s Lockwood subdivision has become the
area of choice of many industrial users, and selling prices have followed suit, Similarly,
the Dunmore area has found a “place” in the market. Currently, there is no apparent price

variation between the three locations.

No. ‘6’ of the data is a small building on a large land parcel in Brier Park. Firstly, the
selling price per s.f. of building is distorted upward by the land component. Secondly,
this building is about half the size of the subject, and the size-price relationship comes
into play.

The subject is considered physically superior to ai] of the remaining data, particularly due
to interior finishing and appointments, Although it is difficult to mathematically quantify
the market’s reaction to the differences, a variation of up to 50 per cent does not seem

untoward.

-




-~y

e

APPENDIX D

The direct comparison estimate was finalized at $150.00 per s. f. for the main building.
That total is higher than all but one of the data, and reflects the subject’s age (almost
new), quality of construction, and the location, For the shop building, a rate of $120.00

per s.f. was adopted.

6,961 s.f. @ $150.00 = $1,044,150.00
3,360 s.f. @ $120.00 = $403,200.00
Total Property; $1,447,350.00
Rounded to; | $1,447,000.00

INDICATED VALUE BY THE DIRECT COMPARISON APPROACH:
$1,447,000.00 (ONE MILLION FOUR HUNDRED FORTY SEVEN
THOUSAND DOLLARS)

RECONCILIATION

The value estimates, as developed are as follows:

Cost Summation; $1,870,000.00
Income Capitalization: $1,370,000.00
Direct Comparison; $1,447,000.00

FINAL VALUE:
$1,500,000.00 (ONE MILLION FIVE HUNDRED THOUSAND DOLLARS)
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FORCED SALE VALUE

Since circa 1981, forced sale value has come to be a common term in real estate. At
the same time, a standardized definition or specific guidelines to be followed in estimating
forced sale values has not been successfully developed.

Black’s Law Dictionary defines forced sale as ‘A sale made without the consent or

concurrence of the owner of the property but by virtue of a Judicial process, such as writ of
execution or an order under a decree of foreclosure.” In the appraisal field,
“ Forced Sale Value” is generally considered as: The price which the seller would receive if
under pressure to sell, usually for cash, without the consent OF concurrence of the owner by
virtue of a judicial process, regardless of the demand or other market conditions, within a
restricted time frame, to a prudent, willing and able purchaser who may have limited
knowledge about the property, it’s uses and capability.

Market value contemplates willing buyers and willing sellers, neither being under
duress. It also implies a normal marketing period, with adequate marketing techniques
applied, market €xposure, advertisements, signs, viewing the property by potential
purchasers and usually utilizing a realtor or real estate sales firm of adequate competence.

non refundable deposit with the balance of the monies owing payable within a shorter than
normal period of time., Invariably, because of the additional constraints involved, as well as
the stigma usually attached to forced sale properties, offers to purchase the property are
significantly lower than the perceived market value of the property. In some cases, no offers
are received at all.

estimate was found in No. ‘1’ of the market data outlined earlier in this report. That property
was ultimately sold for $1,700,000.00. The property was listed on the open market at an
asking price of $2,400,000.00. The selling price represents a reduction 0f 29.2 per cent from

the asking price. The subject is currently listed on the open market at $1,500,000.00 — equal
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Alternatively, there was an apparent transfer of comparable No. '’ in May, 2008, at a stated
price of $3,573,799.00. The current selling price reflects an indicated loss in value of 52.4
per cent. That rate, applied to the 2009 appraised value of the subject of $1,900,000.00
produces a relative indicator of $912,000.00. This calculation, however, is based on a
reported transaction that could not be confirmed, and could therefore be relied upon
accordingly.

The forced sale value was concluded to be $1,050,000.00, which represents a discount of 30
per cent from the estimated market value,
FORCED SALE VALUE:

$ 1,050,000.00 (ONE MILLION FIFTY THOUSAND DOLLARS)
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CERTIFICATION

Handley Appraisals Ltd. Hereby certifies that-

- the statements of fact contained in this report are true and correct.

- the reported analyses, opinions, and conclusions are limited only by the reported
assumptions and limiting conditions, and are my personal, unbiased professional
analyses, opinions and conclusions,

- I have no present or prospective interest in the property that is the subject of this
report, and I have no personal interest or bias with respect to the parties involved.

- the compensation is not contingent upon the reporting of a predetermined value or
direction in value that favours the cause of the client, the amount of the value
estimate, the attainment of a stipulated result, or the occurrence of a subsequent
event.

- the analyses, opinions, and conclusions were developed, and this report has been
prepared, in conformity with the Uniform Standards of Professional Appraisal
Practice.

- No one provided significant professional assistance to the persons signing this
report.

* in my opinion, the value of the fee simple interest in the subject property, legally
described as; Plan 0512216, Block I, Lot 10, effective May 14, 2010, was
$1,500,000.00.

- The exposure time for the subject property is estimated to be between 60 and 180
days.
* the forced sale value, effective May 14, 2010, was estimated at $1,050,000.00.

- The exposure time for the subject property is estimated to be less than 180 days.

APPRAISER

o F S
Jerry Zezulka Roger G. Handley
Date Signed:  June 2,2010
Designation: DAC, IFAS DAC, Certified Appraisal Reviewer
Recertified:  Yes: X No: Yes: X No:
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