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INTRODUCTION 

1. On August 31, 2012, Landdrill International Inc. (“Landdrill Inc.”), a British Columbia 

corporation,  Landdrill International Ltd. (“Landdrill Ltd”), a New Brunswick 

corporation, Landdrill Atlantic Ltd., a New Brunswick corporation, Landdrill Contract 

Mining Ltd., a New Brunswick corporation (collectively “Landdrill Canada”), Landdrill 

Mexico S.A. de C.V., a Mexican corporation (“Landdrill Mexico”), Landdrill 

International LLC, a Mongolian corporation (“Landdrill Mongolia”), and Landdrill 

International Inc., a Barbados corporation, (collectively, the “Applicants” or the 

“Companies”), filed an application with the Court of Queen’s Bench of New Brunswick 

(Trial Division) in the judicial district of Moncton (the “Court”) to initiate proceedings 

pursuant to the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as 

amended, (the “CCAA”). 

2. On August 31, 2012 this Court made an order (the “Initial Order”) that granted various 

relief including the appointment of Ernst & Young Inc. as CCAA Monitor of the 
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Applicants (the “Monitor”) and imposing a stay of proceedings against creditors of the 

Companies until September 28, 2012, or such later date as this Court may order. 

PURPOSE 

3. This First Report of the Monitor (the “First Report”) is filed for the purpose of providing 

information to this Court with respect to the following: 

a. Update on the activities of the Monitor since its appointment; 

b. Issuance of a cease trade order and corporate governance issues; 

c. Applicants’ Updated Cash Flow Projection; 

d. Update on the Sale Process; 

e. Applicants’ request for increased priority for Court-ordered charges; 

f. Applicants’ request to extend the Stay Period 

g. Applicants’ request for approval of the sale of certain redundant assets in Mexico;  

h. Motion filed by Gold Canyon; and 

i. Monitor’s conclusions and recommendations. 

TERMS OF REFERENCE 

4. In preparing this report, the Monitor has been provided with, and has relied upon 

unaudited historical financial statements, other unaudited financial information and 

projections prepared by the Companies, the books and records of the Companies, 

discussions with the management and employees of the Companies and other information 

from various sources.  The Monitor has assumed that the information it has been provided 

is accurate and complete.  The Monitor did not audit, review or otherwise attempt to 

verify the accuracy or completeness of the information.  Accordingly, the Monitor 

expresses no opinion or other form of assurance with respect to the information presented 

in this report or relied upon by the Monitor in preparing this report.  Further, the nature of 
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the Monitor’s work completed in these CCAA proceedings will not necessarily disclose 

errors, misstatements, irregularities or illegal acts, if such exist, on the part of the 

Companies, or its officers or employees or in the information. 

5. This report is based solely on the information, financial or otherwise, made available to 

the Monitor by the Companies. 

6. All references to monetary amounts in this report are in Canadian dollars unless 

otherwise noted. 

7. Capitalized terms not defined in this report are as defined in the Initial Order.  

8. Copies of this report and other court materials in these CCAA proceedings may be 

obtained from the Monitor’s website established in connection with the Companies 

(www.ey.com/ca/landdrill) (the “Monitor’s Website”).   

UPDATE ON THE ACTIVITIES OF THE MONITOR SINCE ITS APPOINTMENT  

Service and Notices Update 

9. Pursuant to paragraph 51 of the Initial Order, the Monitor: 

a. mailed a notice of the CCAA proceedings (the “Notice to Creditors”) within five 

business days of the issuance of the Initial Order to all known creditors (except those 

which the Applicants’ books and records indicated were owed less than $1,000 as of 

August 30, 2012) as well as counsel on the service list (as defined below) and the 

Applicants’ employees.  A copy of the Notice to Creditors is attached hereto as 

Appendix “A”;  

b. caused a notice containing the information prescribed by section 23 of the CCAA to 

be published in the Monday, September 10, 2012 edition of the Globe & Mail 

(National Edition).  A copy of the relevant page of the newspaper is attached hereto 

as Appendix “B”; and   

c. prepared and posted on the Monitor’s Website a list of creditors, including the names 

(redacted for personal information, as applicable) and addresses of those creditors and 

http://www.ey.com/ca/landdrill
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the estimated amounts of those claims (the “List of Creditors”).  A copy of the List 

of Creditors for each of the Applicants is attached hereto as Appendix “C”. 

10. The Monitor has also established a toll free hotline number (1 855 806 6640) to allow 

creditors and other interested parties in Canada and the U.S. to contact the Monitor to 

obtain additional information concerning the CCAA proceedings.  To date representatives 

of the Monitor have received and responded to approximately 17 creditor calls. 

11. On or about September 13, 2012, the Monitor caused a notice to be posted on the 

Monitor’s Website informing all stakeholders of the adjournment of the Comeback 

Hearing (originally scheduled for September 17, 2012) until September 27, 2012.  In 

addition, the Companies caused a copy of the notice to be posted on the Companies’ 

website.  A copy of the notice is attached hereto as Appendix “D”. 

12. The Monitor has made various materials relating to these proceedings available on the 

Monitor’s Website which is accessible to creditors and other stakeholders in Mexico, 

Mongolia, Russia, Barbados and around the world, including, inter alia, the Applicants’ 

Initial CCAA Application Record, the Pre-filing Report of the Proposed Monitor, all 

orders of the Court, including the Initial Order, the Notice to Creditors, the List of 

Creditors, and the service list created and periodically updated by the Applicants (the 

“Service List”).   

Discussions with Stakeholders 

13. The  Monitor and its counsel have been in regular communication with the Applicants 

and their counsel and  representatives of Norrep Credit Opportunities Fund, LP 

(“Norrep”), GE Canada Equipment Financing GP (“GE”) and Sprott Resource Lending 

Partnership (“Sprott”) (collectively, the “Secured Lenders”) and their counsel regarding 

various aspects of these CCAA proceedings. 

14. Counsel to the Monitor has engaged in discussions with counsel to Gold Canyon 

Resources Inc. (“Gold Canyon”) regarding provision of the cash-flow statements and 

their motion seeking certain relief with respect to monies paid by Gold Canyon to the 

Applicants (described below).  
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15. Counsel to the Monitor very recently received a telephone call from counsel to First 

Insurance Funding of Canada Inc. (”First Insurance”) in order to set up a conference call 

to discuss a potential motion by First Insurance and from counsel to the Superintendent of 

Pensions in New Brunswick regarding the Comeback Motion. 

Confidentiality Agreement 

16. In accordance with paragraph 50 of the Initial Order, creditors of the Applicants are 

entitled to disclosure of any cash-flow statements provided that they sign a confidentiality 

agreement in a form satisfactory to the Monitor.  To date, only Gold Canyon has 

requested disclosure of the cash-flow statements.  Following execution of an acceptable 

confidentiality agreement the cash-flow statements were delivered to counsel to Gold 

Canyon on September 14, 2012. 

Monitor’s Independence 

17. As detailed in the Pre-filing Report of the Monitor dated August 31, 2012, the Monitor 

advised the Court that Ernst & Young Inc. (“EYI”) is not subject to any of the restrictions 

on who may be appointed Monitor set out in section 11.7(2) of the CCAA. 

18. As part of its established due diligence process, prior to its appointment as financial 

advisor to the Applicants and its appointment as Monitor, EYI conducted conflict checks 

to ascertain if there was any conflict of interest that would preclude it from accepting the 

aforementioned appointments.  The results of the conflict checks indicated no conflicts of 

interest existed. 

19. In accordance with EYI’s established practice, the conflict checks included a search of all 

known corporate entities that may have an interest in the Applicants, but did not include a 

search in respect of individual directors and officers of the Applicants.     

20. Forthwith after the issuance of the Initial Order on August 31, 2012, the Monitor, in 

accordance with its usual practice, notified all of the partners and personnel of EYI and 

its affiliates in Atlantic Canada by email of EYI’s appointment as Monitor of the 
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Applicants (the “Notification”) and instructed its partners and personnel to direct all 

creditor and other inquiries to certain staff of the Monitor. 

21. In response to the Notification, the Monitor was advised that Ernst & Young LLP, an 

affiliate of EYI, performs certain income tax and notice to reader financial statement 

engagements for Mr. Ron Goguen Sr., a director and officer of the Applicants, and certain 

companies privately owned by Mr. Goguen Sr. which are independent of the Applicants. 

The Monitor was also informed that the partner of Ernst & Young LLP principally 

responsible for such tax work is in a common law relationship with another officer of the 

Applicants. 

22. Based on discussions with its counsel and members of EYI’s quality and risk 

management compliance team, the Monitor determined that this information did not 

constitute a conflict of interest.  However, in the interests of addressing any possibility of 

a perceived conflict, the Monitor immediately put a “ring-fence” around those members 

of Ernst & Young LLP providing tax advice to Mr. Goguen and his companies and those 

members of EYI working in connection with the Applicants’ CCAA proceedings.   

23. The “ring-fence” procedure will ensure that: 

a. members of each team will not communicate or otherwise disclose any information 

relating to the matter on which they are working to members of the other team; 

b. access to any and all computer files and documents relating to client information will 

be restricted to each team and will be inaccessible by the other team; and  

c. files relating to client information will be segregated from the regular file system and 

shall be maintained in designated, locked locations. These ring-fencing procedures 

have been documented in writing and have been completed. 

24. In addition, in accordance with the Canadian Association of Insolvency and Restructuring 

Professionals Rules of Professional Conduct, which state that “A member shall not permit 

himself to be placed or remain in a position where a conflict of interest may exist, or may 

appear to exist, without making full disclosure to, and obtaining the written consent of all 
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interested parties” in keeping with this principle, either the Monitor or its counsel 

informed the director and officers of the Applicants and the Senior Lenders, including the 

DIP Lender, and their counsel of this information.  The Monitor understands that none of 

the director and officers of the Applicants or the Senior Lenders have expressed any 

concerns regarding this information or the procedures put in place by EYI.  As an officer 

of this Court, the Monitor also felt it appropriate to bring this information to the attention 

of this Court. 

CEASE TRADE ORDER & CORPORATE GOVERANCE 

25. Landdrill Inc. is a publically traded company on the TSX Venture Exchange (the 

“TSXV”), traded under the symbol LDI.  Landdrill Inc.’s shares are also traded on the 

Frankfurt Stock Exchange under the symbol L1I.  

26. On August 29, 2012, Landdrill Inc. issued a press release stating that its financial 

statements and management discussion and analysis would be delayed until at least 

September 6, 2012.  A copy of August 29 press release is attached hereto as 

Appendix “E”. 

27. On August 31, 2012, prior to the initial CCAA application hearing, all members of the 

Board of Directors of Landdrill Inc., except Ronald J. Goguen, Landdrill Inc.’s President 

and Chief Executive Officer, resigned. 

28. On September 6, 2012, Landdrill Inc. announced that as a result of the issuance of the 

Initial Order it no longer met the Tier 1 Continued Listing Requirements of the TSXV.  A 

copy of the September 6, 2012 press release is attached hereto as Appendix “F”. The 

TSXV issued a bulletin reclassifying Landdrill Inc. to Tier 2 effective that same day.   

29. In addition, as a result of Landdrill Inc. having only one director it no longer complied 

with its statutory corporate requirements or TSXV listing requirements to have at least 

three directors.  The TSXV halted trading in Landdrill Inc.’s shares effective 

September 6, 2012.  The Investment Industry Regulatory Organization of Canada had 

previously halted trading in Landdrill’s shares effective September 4, 2012.  The trading 

halts are for an indefinite term.   
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30. On September 17, 2012, Landdrill Inc. announced the appointment of Jacques Monette, 

its Vice President of Marketing, and William MacDonald, its Manager of Logistics, to the 

Board of Directors. 

APPLICANTS’ UPDATED CASH-FLOW PROJECTION  

Actual Cash Receipts and Disbursements  

31. The Applicants, with the assistance of the Monitor, prepared a consolidated summary of 

the actual receipts and disbursements as compared to the cash flow projection included at 

Exhibit B of the Supplemental Affidavit of Ronald J. Goguen sworn on August 31, 2012 

(the “Projection”).   In accordance with paragraph 50 of the Initial Order, which orders 

that any cash-flow statement or part of a cash-flow statement filed with this Court shall 

not be released to the public and shall be kept confidential, a summary of the actual 

receipts and disbursements as compared to the Projection is attached as Confidential 

Appendix “A” to this First Report.  

32. While both Landdrill Mexico and Landdrill Mongolia are both Applicants in these CCAA 

proceedings, as of the date of this First Report no proceedings have begun in either 

jurisdiction to recognize the provisions of the Initial Order.  Consequently, both of these 

Applicants have been forced to make minimal pre-filing supplier payments in order to 

satisfy certain governmental authorities or other small foreign domiciled vendors.  

Updated Projection 

33. The Applicants, with the assistance of the Monitor, have prepared an updated 

consolidated twelve week cash flow projection (the “Updated Projection”) for the 

purpose of projecting the estimated results of the Companies’ planned operations and 

other activities during the Period (as defined in the Updated Projection), in order to 

determine whether the Applicants and certain of the Non-Applicants (as defined in the 

Updated Projection) have sufficient cash to continue operating during the requested 

extension of the stay of proceedings.  In accordance with paragraph 50 of the Initial 

Order, which orders that any cash-flow statement or part of a cash-flow statement filed 
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with this Court shall not be released to the public and shall be kept confidential, the 

Updated Projection is attached hereto as Confidential Appendix “B” to this First Report.    

34. The Updated Projection is presented on a weekly basis during the Period and represents 

the estimates of management of the Applicants (“Management”) of the projected cash-

flow during the Period. 

35. The Updated Projection has been prepared by Management using the probable and 

hypothetical assumptions set out in notes 1 to 20 of the Updated Projection.   

36. Subject to this Court approving the increase in priority of the DIP Lender’s Charge, 

which is a condition of the DIP Agreement, the Updated Projection projects that the 

Applicants will have sufficient liquidity to continue operating during the Period. 

37. The Canadian Association of Insolvency and Restructuring Professionals Standards of 

Professional Practice include a standard for monitors fulfilling their statutory 

responsibilities under the CCAA in respect of a monitor's report on a Cash-Flow 

Statement.  A copy of Standard 09-1 Cash Flow Statement was attached as an appendix to 

the Pre-filing Report of the Proposed Monitor (the “Standard”). 

38. Pursuant to the Standard, the Monitor’s review of the Updated Projection consisted of 

inquiries, analytical procedures and discussion related to information supplied to the 

Monitor by certain key members of Management and employees of the Applicants. Since 

hypothetical assumptions need not be supported, the Monitor’s procedures with respect to 

them were limited to evaluating whether they were consistent with the purpose of the 

Updated Projection.  

39. The Monitor also reviewed the support provided by Management for the probable 

assumptions, and the preparation and presentation of the Updated Projection. 

40. Based on the Monitor’s review, nothing has come to its attention that causes it to believe 

that, in all material respects: 

a. the hypothetical assumptions are not consistent with the purpose of the Updated 

Projection; 
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b. as at the date of this First Report, the probable assumptions developed by 

Management are not suitably supported and consistent with the plans of the 

Applicants or do not provide a reasonable basis for the Updated Projection, given the 

hypothetical assumptions; or  

c. the Updated Projection does not reflect the probable and hypothetical assumptions.  

41. Since the Updated Projection is based on assumptions regarding future events, actual 

results will vary from the information presented even if the hypothetical assumptions 

occur, and the variations may be material. Accordingly, the Monitor expresses no 

assurance as to whether the Projection will be achieved. The Monitor expresses no 

opinion or other form of assurance with respect to the accuracy of any financial 

information presented in this First Report, or relied upon by the Monitor in preparing this 

First Report. 

SALES PROCESS 

Overview 

42. As stated in the Affidavit of Ronald J. Goguen sworn on August 26, 2012, the Applicants 

engaged Clarus Securities Inc. (“Clarus”) to solicit interest for the purchase of the 

Companies or certain of their assets (the “Sale Process”).  Schedule “B” of the Initial 

Order (“Schedule B”) sets forth a timelime for the Sale Process, which timeline also 

forms part of the DIP Agreement.  

Monitor Duties 

43. In addition to the Monitor’s statutory duties with respect to any sale of assets, the Initial 

Order included a number of specific duties of the Monitor with respect to the Sale 

Process. 

44. In paragraph 28 of the Initial Order, the Monitor was directed and empowered to, inter 

alia: 



- 11 - 

a. (after having discussed such matters with the Applicants, where circumstances permit 

it to do so), have and exercise sole and exclusive authority (in the name of and on 

behalf of the Applicants) to instruct Clarus Securities Inc. with respect to the 

development and implementation of an orderly process for the sale of the Business 

and/or the Property to be completed within 90 days (the “Sale Process”) in 

accordance with the timelines set out in Schedule “B” hereto, and to take such steps 

and execute such documentation in the name of and on behalf of the Applicants as 

may be necessary or incidental to the Sale Process; 

b. have and exercise the authority (in the name of and on behalf of the Applicants), with 

the consent of the Senior Lenders, to replace Clarus Securities Inc. and disclaim the 

engagement letter with Clarus Securities Inc.; 

c. have and exercise sole and exclusive authority (in the name of and on behalf of the 

Applicants) to negotiate with potential purchasers of the Business and/or the Property 

pursuant to the Sale Process; 

d.  have and exercise sole and exclusive authority (in the name of and on behalf of the 

Applicants) to accept one or more offers to purchase the Business and/or the Property 

pursuant to the Sale Process (subject to approval of the Court);” 

45. Since its appointment, the Monitor has taken a number of steps in order to satisfy its 

duties and obligations under the Initial Order.  A brief summary of these steps is set out 

below. 

46. The Monitor conducted an assessment of Clarus’ capacity to execute the Sales Process.  

The Monitor determined that the Clarus team has relevant experience and is active in this 

industry.  

47. The Monitor communicated directly with Clarus regarding the Sales Process and the sales 

activities it has conducted to date in order to gain a clear understanding of the status of 

the specific requirements set out in Schedule B.  
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48. The Monitor is satisfied with Clarus’ responses to the Monitor’s enquiries concerning the 

Sale Process and the Monitor has determined that it would not be in the best interests of 

the Applicants and their stakeholders to discontinue Clarus' role as lead advisor in the 

Sale Process.  In the Monitor’s opinion, removing Clarus at this point and restarting the 

process would be highly disruptive and would likely confuse and discourage the limited 

pool of qualified buyers already active in the Sale Process. 

49. The Monitor reviewed the template Confidentiality Agreement created on August 10, 

2012, by the Applicants in consultation with Clarus.  Schedule B required that the 

template Confidentiality Agreement be finalized and delivered to the Monitor and the 

Senior Lenders on or before August 31, 2012.  This requirement was completed in 

advance of the August 31, 2012 deadline. 

50. The Monitor has reviewed the contents of the electronic data room.  Schedule B required 

that the population of the electronic on-line data room be finalized and written 

confirmation of completion of this task be provided to the Monitor and the Senior 

Lenders on or before August 31, 2012.  The data room was established on August 10, 

2012 in advance of the August 31, 2012 deadline established in Schedule B.  The Monitor 

considers the data room content adequate to facilitate the Sale Process. 

51. The Monitor reviewed the potential purchaser list provided by Clarus.  Schedule B 

required that a list of approved purchasers shall be finalized and delivered to the Monitor 

and the Senior Lenders on or before September 5, 2012.  Clarus provided the Monitor 

with a list of potential purchasers which were contacted in advance of the September 5, 

2012 deadline.  The Monitor agrees that all companies on the list are potential qualified 

buyers.   

52. The Monitor recommended to Clarus the addition of five additional companies to the 

Approved Purchasers List in order to ensure a broader canvas of potential purchasers. 

Clarus accepted the suggestion and extended the Approved Purchasers List.  Clarus 

contacted each of the five additional companies on September 6, 2012.  One additional 

company approached Clarus on an unsolicited basis and requested permission to 

participate in the process.  This company was added to the Approved Purchasers List. 
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53. The Monitor reviewed the initial offering summary (the “Teaser Letter”) and the letter 

describing the Sale Process prepared by Clarus.  These letters were being used by Clarus 

to inform interested parties of the Sales Process.  The Monitor recommended certain 

additional information be sent to the potential purchasers in order to make full and frank 

disclosure of the CCAA proceedings and the effect these proceedings would have on the 

Sale Process.  This information was sent to the potential purchasers by Clarus on or 

before September 6, 2012. 

54.  In support of potential purchasers preliminary due diligence, the Monitor and Clarus 

coordinated a conference call with Management and the inspection of assets by 

purchasers. 

55. Schedule B requires that one or more non-binding written expressions of interest (each an 

“EOI”) regarding a proposed purchase of the Business and/or the Property shall have 

been obtained by the Applicants and shall have been provided to the Monitor and the 

Senior Lenders on or before September 21, 2012.   

56. On or before 4:00pm Eastern Time September 21, 2012 several written non-binding EOIs 

were received by Clarus who provided the Monitor with a copy of each as well as a 

written summary overview of all of the EOIs (the “Clarus Summary”).  The Clarus 

Summary and copies of the EOIs were then provided to Management and the Senior 

Lenders by the Monitor.  Shortly thereafter, Clarus advised the Monitor that the Clarus 

Summary omitted an additional unexpected EOI submitted by Blue Chip Investments at 

4:00pm Eastern Time (i.e., prior to the Clarus Summary being provided to Management 

and the Senior Lenders).  Blue Chip Investments is a company affiliated with Ronald J. 

Goguen. This additional EOI from Blue Chip Investments, along with a revised Clarus 

Summary, including an overview of the Blue Chip Investments EOI, was then distributed 

to Management and the Senior Lenders. 

57. On September 23, 2012 the Monitor participated in a call with the Applicants to obtain 

their views on the EOIs.  On September 24 and 25, 2012, the Monitor facilitated and 

participated in calls with Clarus, the Senior Lenders and their counsel and counsel to the 

Applicants to obtain the Senior Lenders’ views on the EOIs.  A decision with respect to 
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the commencement of negotiation of definitive agreements of purchase and sale is 

expected to be made shortly.  In light of the submission of the EOI by a company related 

to a member of Management, Management is not participating in the consideration of and 

decisions with respect the next steps in the Sales Process, although Management remains 

available to assist the Monitor and Clarus with the provision of information and other 

matters if and as requested. 

58. The Applicants are drafting the template precedent definitive agreements as required by 

paragraph 6 of Schedule B.  The Schedule B deadline for drafting these agreements is 

October 1, 2012.  

PRIORITY CHARGES 

59. In connection with the Applicants’ CCAA application, the Court granted a number of 

priority charges with the following priorities 

a. First - Administration Charge (to the maximum amount of $400,000); 

b. Second - Critical Supplier Charge; 

c. Third – DIP Lender’s Charge (to the maximum amount of $1,500,000 plus applicable 

interest); and 

d. Fourth – Directors’ Charge (to the maximum amount of $1,000,000). 

60. Pursuant to paragraph 46 of the Initial Order, the Court ordered that “each of the Charges 

shall constitute a charge on the Property, as defined in the Initial Order, and such Charges 

shall rank behind all security interests, trusts, liens, charges and encumbrances and claims 

of secured creditors, statutory or otherwise (collectively, the “Encumbrances”) in favour 

of the Senior Lenders and any Person that has not been served with the notice of the 

application for this Order.” 

61. Further, paragraph 46 provides that: “The Applicants and the beneficiaries of the Charges 

shall be entitled to seek an Order providing that the Charges shall rank in priority to the 

Encumbrances on notice to those parties likely to be affected by such priority (it being the 
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intention of the Applicants to seek, at the Comeback Motion (as defined below), priority 

for the Charges ahead of all Encumbrances).” 

62. Lastly, paragraph 46 of the Initial Order reserves the rights of the Senior Lenders to 

contest the priority to be granted to, and the allocation against the Property of, the 

Charges: 

“Notwithstanding the foregoing or any provision of this Order, the priority of 
the charges held by the Senior Lenders in respect of the Property whether 
pursuant to their respective security agreements and related documents or 
otherwise at law are hereby expressly reserved and the issuance of this Order 
is without prejudice to the right of the Senior Lenders, or any of them, to seek 
an order on the Comeback Motion (as defined below) allocating the Charges 
or any portion thereof among and between the Senior lenders and/or among 
and between the Landdrill Canada Property and the Landdrill Mexico 
Property [as those terms are defined in the Initial Order], or any portions 
thereof.” 

63. At the hearing of the CCAA application, certain of the Senior Lenders informed the Court 

that they were reserving their rights to contest the priority and allocation of the DIP 

Lender’s Charge.   

64. The Monitor’s counsel has remained in contact with counsel to the Senior Lenders in 

order to attempt to assist the Applicants and the Senior Lenders with respect to 

determination of the priority and allocation of the Court-ordered charges.  The Monitor is 

informed that the Secured Lenders have agreed to a formula for allocating the priority 

charges and therefore will not be opposing the Applicants’ motion to secure the super 

priority charges. 

Administration Charge 

65. The Administration Charge provides for a charge in the amount of $400,000 in favour of 

the Monitor, independent counsel to the Monitor, and the Applicants’ counsel as security 

for the professional fees and disbursements incurred both before and after the making of 

the Initial Order in respect of these proceedings.   

 



- 16 - 

Critical Suppliers’ Charge  

66. The Applicants’ business is entirely dependent on the Companies’ ability to keep its drills 

running on customer mine sites in remote locations in Canada, Mexico and Mongolia.   

67. The Applicants have identified a number of suppliers that are critical to the ongoing 

operation of the business.  Any interruption of supply by these suppliers could have an 

immediate adverse impact on the business, operations and cash flow.   

68. The Initial Order designated such suppliers as critical suppliers (each, a “Critical 

Supplier”), requiring the Critical Suppliers to continue to supply on terms and conditions 

consistent with existing supply arrangements and past practices and granted a charge as 

security for payments for goods and services supplied (the “Critical Supplier Charge”). 

69. The Critical Suppliers are primarily comprised of specialized part providers and 

maintenance and repair providers.   

70. Prior to filing, the Monitor had discussed with Management and the Applicants’ counsel 

the Applicants’ assessment of those suppliers considered to be critical and, based on these 

discussions, concurs with the Applicants’ view that interruption of supply or adverse 

changes to existing supply terms and conditions could have a significant and immediate 

detrimental impact on the Applicants’ business, operations and cash flow.   

71. The Monitor notes that the proposed payment terms may result in some small additional 

amounts of credit for certain suppliers over existing arrangements, but would primarily 

provide operational efficiency in the making of payments by the Applicants and the 

monitoring of such payments by the Monitor.  

DIP Lender’s Charge 

72. At the CCAA application the Applicants sought and obtained Court approval of the DIP 

Agreement providing a credit facility to finance the Applicants’ working capital 

requirements of up to $1.5 million.  In connection with the DIP Agreement, the DIP 

Lender was granted the benefit of the DIP Lender’s Charge. 
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73. It is a condition of the DIP Agreement that the Applicants obtain the Priming Order 

providing that the DIP Lender’s Charge shall rank in priority to all other Encumbrances 

other than the Administration Charge and the Critical Supplier Charge by no later than 

September 27, 2012 (originally within 21 days of the date of the Initial Order, but 

extended to September 27 by order of the Court dated September 17, 2012). 

Directors' Charge 

74. The Directors’ Charge is a priority charge ranking behind the Administration Charge, the 

Critical Supplier Charge and the DIP Lender’s Charge in the amount of $1.0 million to 

indemnify the directors and officers of the Applicants from all claims, costs, charges and 

expenses arising after the date of the Initial Order.   

75. The Monitor was advised that the Companies are of the view that the quantum of the 

Directors’ Charge is a reasonable estimate of the liabilities to which the directors and 

officers could be subject during these proceedings.  The Monitor understands there also 

exists Director and Officer liability insurance coverage which, if necessary, would be 

relied upon to the extent possible prior to reliance on the Directors’ Charge.  The Initial 

Order provides that the Applicants’ directors and officers shall only be entitled to the 

benefit of the Directors’ Charge to the extent that they do not have coverage under any 

directors’ and officers’ insurance policy, or to the extent that such coverage is insufficient 

to pay amounts indemnified in accordance with paragraph 24 of the Initial Order. 

APPLICANTS’ REQUEST TO EXTEND THE STAY PERIOD 

76. Paragraph 28(j) of the Initial Order provides that the Monitor shall: 

“have and exercise sole and exclusive authority (in the name of and on behalf 
of the Applicants, but in consultation with the Senior Lenders), to determine 
whether and to what extent an extension of the Stay Period will be sought from 
the Court (and, if so, the length of any such extension request);”  

77. The current stay of proceedings under the Initial Order expires on September 28, 2012.  

After consulting with the Senior Lenders and the Applicants, the Monitor determined that 

an extension of the Stay Period until November 1, 2012, was appropriate.  An extension 
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of the Stay Period is required in order to allow the Applicants and the Monitor to 

complete the remaining steps of the Sale Process set forth in Schedule B. 

APPLICANTS’ REQUEST FOR APPROVAL OF CERTAIN REDUNDANT ASSETS IN 
MEXICO 

78. As set out in the Affidavit of Ronald J. Goguen sworn on September 25, 2012 (the 

“Goguen September 25 Affidavit”), a copy of which is available on the Monitor’s 

Website, the Applicants sought approval for the sale of a skidder mounted drill rig, (the 

“Buggy Rig”) for $130,000. 

79. The Monitor understands that the Applicants intend to withdraw the request for approval 

of the sale of the Buggy Rig.  

MOTION BY GOLD CANYON 

80. As described in the Goguen September 25 Affidavit, Gold Canyon was a customer of 

Landdrill Ltd.  On September 25, 2012, Gold Canyon filed a notice of motion seeking an 

order from this Court ordering, inter alia, the Applicants to account for and forthwith pay 

over $300,000 to Gold Canyon.  As set out in the Updated Projection, the Applicants will 

not have sufficient funds to pay $300,000 to Gold Canyon and operate within the DIP 

limit during the Period.  Further, any payment to Gold Canyon is not included in the 

Updated Projection and would therefore require the written consent of the DIP Lender. 

81. In the alternative, Gold Canyon seeks an order creating a charge in favour of Gold 

Canyon against the any property acquired by the $300,000 which charge ranks in priority 

to all Encumbrances including the Charges.  It is a condition of the DIP that the Priming 

Order (as defined in the DIP Agreement) be granted in form and content satisfactory to 

the DIP Lender providing that the DIP Lender’s Charge shall rank in priority to all 

Encumbrances other than the Administration Charge and the Critical Supplier Charge by 

no later than September 27, 2012.  The granting of the charge in favour of Gold Canyon 

would constitute an Event of Default (as defined in the DIP Agreement). 

MONITOR’S CONCLUSIONS AND RECOMMENDATIONS 
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82. The Monitor is of the view that the Applicants have acted in accordance with the Initial 

Order, in good faith, and with due diligence.   

83. In the context of the foregoing, the Monitor recommends that this Court approve the 

Applicants’ requests for orders: 

a. granting super-priority to the Administration Charge, the Critical Supplier Charge, the 

DIP Lender’s Charge and the Directors’ Charge; and 

b. extending the Stay Period to November 1, 2012 

ALL OF WHICH is respectfully submitted this 26th day of September, 2012. 
 
ERNST & YOUNG INC. 
In its capacity as the Court-appointed Monitor 
of  Landdrill International Inc., a British 
Columbia corporation, Landdrill International 
Ltd., a New Brunswick corporation, Landdrill 
Atlantic Ltd., Landdrill Contract Mining Ltd., a 
New Brunswick corporation, Landdrill Mexico 
S.A. de C.V., Landdrill International LLC, a 
Mongolian corporation, and Landdrill 
International Inc., a Barbados corporation, 
 
 
Per: 

 
 
Paul D. Hickey, CA•CIRP 
Senior Vice President 
 
Christopher Mediratta, CA, CIRP 
Vice President 
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To: All Known Creditors of Landdrill (as defined herein) 

05 September, 2012 

Re: Landdrill International Inc., a British Columbia corporation, Landdrill International Ltd., a New 
Brunswick corporation, Landdrill Atlantic Ltd., a New Brunswick corporation, Landdrill Contract 
Mining Ltd., a New Brunswick corporation, Landdrill International Mexico S.A De C.V., a Mexican 
corporation, Landdrill International LLC., a Mongolian corporation, Landdrill International Inc., a 
Barbados corporation  (collectively “Landdrill”)
 
Landdrill was the subject of an application to the court of the QUEEN’S BENCH OF NEW BRUNSWICK 
(the “Court”) pursuant to the Companies’ Creditors Arrangement Act (the “CCAA”).  The Court made an 
order (the “Initial Order”) on August 31, 2012 granting various relief including, among other things, 
imposing a stay of proceedings against the creditors of Landdrill while Landdrill attempts to restructure its 
business and financial affairs.  The Initial Order appointed Ernst & Young Inc. as monitor (the “Monitor”) 
of the Companies. 

The Initial Order provides, among other things, an initial stay of proceedings until September 28, 2012 (the 
“Stay Period”) which may be extended by the Court from time to time.  

Copies of the Initial Order and other orders issued in the CCAA Proceedings will be posted on the Monitor’s 
website at: www.ey.com/ca/landdrill .  

The next anticipated attendance before the Court is September 17, 2012 (the “Comeback Motion”).  At the 
Comeback Motion, Landdrill intends to seek approval of an increase in the priority of certain Court-ordered 
charges created by the Initial Order.  If you wish to receive formal notice of the Comeback Motion you must file 
a Notice of Appearance with counsel to Landdrill. 

Pursuant to the Initial Order, all persons having oral or written agreements with Landdrill or statutory or 
regulatory mandates for the supply of goods and/or services are restrained until further Order of the Court from 
discontinuing, altering, interfering with or terminating the supply of such goods or services as may be required 
by Landdrill, provided that the normal prices or charges for all such goods or services received after the date of 
the Initial Order are paid by Landdrill in accordance with normal payment practices of Landdrill or such other 
practices as may be agreed upon by the supplier or service provider and Landdrill and the Monitor, or as may 
be ordered by this Court. The Initial Order prohibits Landdrill from making payment of amounts relating to the 
supply of goods or services prior to August 31, 2012, other than certain payments specified in the Initial Order.  

During the Stay Period, all parties are prohibited from commencing or continuing legal action against Landdrill 
and its directors and officers and all rights and remedies of any party against or in respect of Landdrill or its 
assets and Landdrill’s directors and officers are stayed and suspended except with the written consent of, inter 
alia, Landdrill and the Monitor, or leave of the Court.  

To date, no claims procedure has been approved by the Court and creditors are therefore not required to file a 
proof of claim at this time.  Persons requiring further information that is not available on the Monitor’s website  
www.ey.com/ca/landdrill , should call the Monitor’s Hotline at 1-855-806-6640 (toll free) or 1-416-943-5441. 

Yours very truly, 

ERNST & YOUNG INC. 
In its capacity as Court-appointed Monitor of Landdrill 

http://www.ey.com/ca/landdrill
http://www.ey.com/ca/landdrill
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APPENDIX D 



To: Whom it may concern 

13 September 2012 

Re: Landdrill International Inc., a British Columbia corporation, Landdrill International Ltd., a New 
Brunswick corporation, Landdrill Atlantic Ltd., a New Brunswick corporation, Landdrill Contract 
Mining Ltd., a New Brunswick corporation, Landdrill International Mexico S.A De C.V., a Mexican 
corporation, Landdrill International LLC., a Mongolian corporation, Landdrill International Inc., a 
Barbados corporation  (collectively “Landdrill”)
 
On August 31, 2012, Landdrill applied to the Court of Queen’s Bench of New Brunswick (the “Court”) 
pursuant to the Companies’ Creditors Arrangement Act (the “CCAA”).  The Court issued an order (the 
“Initial Order”) dated August 31, 2012, granting various relief including, among other things, the 
imposition of a stay of any proceedings against Landdrill while Landdrill attempts to restructure its 
business and financial affairs and conducts a sales process.  The Initial Order appointed Ernst & Young 
Inc. as monitor (the “Monitor”) of Landdrill. 

Pursuant to the Initial Order, the Comeback Motion (as defined in paragraph 54 of the Initial Order) was 
scheduled for 9:00 a.m. on September 17, 2012, in Moncton, New Brunswick.   

Please note that at the return of the motion on September 17, Landdrill intends to seek an adjournment of the 
Comeback Motion until 8:30 a.m. on September 27, 2012, as well as certain additional relief.   

Please see the motion material posted under ‘Motion Materials’ on the Monitor’s website at 
www.ey.com/ca/landdrill for more details.   

Persons requiring further information that is not available on the Monitor’s website should call the Monitor’s 
Hotline at 1-855-806-6640 (toll free) or 1-416-943-5441. 

Yours very truly, 

ERNST & YOUNG INC. 
In its capacity as Court-appointed Monitor of Landdrill 

http://www.ey.com/ca/landdrill
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-FOR IMMEDIATE RELEASE- 

 

 
News Release 

Landdrill Announces Demand for Payment from Secured Creditors 
and Delay in Filing Financial Statements 

 
MONCTON, NB  August 29, 2012  Company
Landdrill  announces that it has been served with demands for payment and s. 244 notices 

from its major secured creditors and will be delaying the filing of its financial statements.  The 
Company is currently engaged in a strategic review process.  Landdrill has retained Clarus 
Securities Inc. of Toronto as financial advisor to consider all strategic options including the sale 
of all or part of the Company or its operating divisions. 

The Company, and several of its subsidiaries, were served with a demand for payment of 
Sprott

of the Company, dated August 13, 2012.  The demand was in the amount of $2,536,173.88 to 
be paid on or before August 23, 2012 and was accompanied by a Notice of Intention to Enforce 
Security pursuant to Subsection 244(1) of the Bankruptcy and Insolvency Act (Canada) (the 
Act

major secured creditors and a representative of Sprott advised that Sprott would continue to 
negotiate in good faith towards a forbearance agreement. 

The Company, and several of its subsidiaries, were served with a demand for payment of 
outstanding indebtedness to GE Canada Equip GE
of the Company, dated August 17, 2012.  The demand was in the amount of $2,875,037.76 to 
be paid on or before August 30, 2012 and was accompanied by a Notice of Intention to Enforce 
Security pursuant to Subsection 244(1) of the Act.  

On August 20, 2012, the Company filed a confidential material change report with regulatory 
authorities relying upon Subsection 7.1(2) of National Instrument 51-102 in respect of the 
aforesaid demands.   

On August 21, 2012, the Company, and several of its subsidiaries, were served with a demand 
Norrep

secured creditor of the Company, dated August 21, 2012.  The demand was in the amount of 
$8,261,738 to be paid on or before August 31, 2012 and was accompanied by a Notice of 
Intention to Enforce Security pursuant to Subsection 244(1) of the Act.  At the time of serving its 
demand, Norrep advised that it would continue good faith negotiations with the Company but 
was desirous of protecting its legal rights. 

Landdrill continues to be engaged in negotiations with all of its secured creditors towards a 
resolution and the Company is currently diligently engaged in a strategic review of all available 
options. 

The Company anticipates a further announcement will be forthcoming in the near future. 



  

ed until on or 
about September 6, 2012.  The delay permits management, the board of directors and 

adequate time to review the financial statements and disclosure in 
conjunction with the strategic review process. 

Forward-looking information 

This press release may contain forward-looking statements (within the meaning of applicable 
securities laws) relating to business of Landdrill International Inc. (the "Company") and the 
environment in which it operates. Forward-looking statements are identified by words such as 
"believe", "anticipate", "expect", "intend", "plan", "will", "may" and other similar expressions. 
These statements are based on the Company's expectations, estimates, forecasts and 
projections. Although the Company believes the expectations expressed in such forward-looking 
statements are based on reasonable assumptions, including, without limitation that all terms of 
the contracts will be fulfilled in their entirety, such statements are not guarantees of future 
performance and actual results may differ materially from those in forward looking statements. 
Factors that could cause the actual results to differ materially from those in forward-looking 
statements include commodity prices, availability of personnel, materials and equipment, actual 
performance of equipment and processes relative to specifications and expectations, 
unanticipated environmental impacts and continued availability of capital and financing and 
general economic, market or business conditions. These risks and uncertainties are discussed 
in the Company's regulatory filings available at www.sedar.com. 

There can be no assurance that forward-looking statements will prove to be accurate as actual 
outcomes and results may differ materially from those expressed in these forward-looking 
statements. Readers, therefore, should not place undue reliance on any such forward-looking 
statements. Further, a forward-looking statement speaks only as of the date on which such 
statement is made. The Company undertakes no obligation to publicly update any such 
statement or to reflect new information or the occurrence of future events or circumstances, 
except as required by law. 

 

Neither the TSX Venture Exchange nor its Regulation Services Provider (as that term is defined 
in the policies of the TSX Venture Exchange) accepts responsibility for the adequacy or 
accuracy of this release. 

For further information: 
 
Ronald J. Goguen 
President and Chief Executive Officer 
Landdrill International Inc. 
Phone:   (506) 388-8961 
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 -FOR IMMEDIATE RELEASE- 

 

 
News Release 

Landdrill Announces Delay in Filing Financial Statements and 
Reclassification as Tier 2 reporting issuer  

 
MONCTON, NB  September 6, 2012  Landdrill International Inc. (TSXV: LDI) (the Company  
or Landdrill ), announces that it will further delay filing its Q2 financial statements.  The 
Company also announces that the TSX Venture Exchange ( TSXV ) has reclassified the 
Company to Tier 2 effective Thursday, September 6, 2012.   

On August 29, 2012, the Company announced that the filing of its interim financial statements 
for the period ended June 30, 2012, management discussion and analysis and related CEO and 
CFO certifications (collectively, the Financial Statements ) would not be completed by the 
filing deadline set by Canadian securities laws.  In this announcement, the Company stated that 
it expected to file the Financial Statements on or about September 6, 2012.   

On August 31, 2012, Landdrill announced it obtained an Ini
Bench of New Brunswick under the Companies' Creditors Arrangement Act (Canada). 

As a result of the Initial Order, the Company announces that the filing of the Financial 
Statements will be further delayed for an indefinite period.  The purpose of the delay is to permit 
the Company and its external advisors sufficient time to continue with the strategic review 
process disclosed August 29, 2012.   

Until the Financial Statements are filed, the Company intends to continue to satisfy the 
provisions of the Alternative Information Guidelines specified by NP 12-203 by issuing bi-weekly 
Default Status Reports in the form of news releases. The Company intends to file, if required, its 
next Default Status Report on or about September 14, 2012. 

The Company further announces as a result of the Initial Order, the Company no longer meets 
the Tier 1 Continued Listing Requirements of the TSXV and the TSXV has issued a bulletin 
reclassifying the Company to Tier 2 effective Thursday, September 6, 2012. 

Further, as previously disclosed, the Company currently has one director but requires three 
directors to comply with its statutory obligations and TSXV listing requirements.  
Consequentially, the TSXV has halted trading in the Company s shares effective September 6, 
2012.  IIROC had previously halted trading in Landdrill s shares effective September 4, 2012.  
The trading halts are for an indefinite term.  

The objective of the Initial Order is to grant Landdrill time to conduct a going concern sales 
process.  This process is currently underway.  The Comeback Hearing is scheduled for 
September 17, 2012. 

Landdrill operations continue during this process. 



  

Forward-looking information 

This press release may contain forward-looking statements (within the meaning of applicable 
securities laws) relating to business of Landdrill International Inc. (the Company ) and the 
environment in which it operates. Forward-looking statements are identified by words such as 
believe , anticipate , expect , intend , plan , will , may  and other similar expressions. 

These statements are based on the Company's expectations, estimates, forecasts and 
projections. Although the Company believes the expectations expressed in such forward-looking 
statements are based on reasonable assumptions, including, without limitation that all terms of 
the contracts will be fulfilled in their entirety, such statements are not guarantees of future 
performance and actual results may differ materially from those in forward looking statements. 
Factors that could cause the actual results to differ materially from those in forward-looking 
statements include commodity prices, availability of personnel, materials and equipment, actual 
performance of equipment and processes relative to specifications and expectations, 
unanticipated environmental impacts and continued availability of capital and financing and 
general economic, market or business conditions. These risks and uncertainties are discussed 
in the Company's regulatory filings available at www.sedar.com. 

There can be no assurance that forward-looking statements will prove to be accurate as actual 
outcomes and results may differ materially from those expressed in these forward-looking 
statements. Readers, therefore, should not place undue reliance on any such forward-looking 
statements. Further, a forward-looking statement speaks only as of the date on which such 
statement is made. The Company undertakes no obligation to publicly update any such 
statement or to reflect new information or the occurrence of future events or circumstances, 
except as required by law. 

 

Neither the TSX Venture Exchange nor its Regulation Services Provider (as that term is defined 
in the policies of the TSX Venture Exchange) accepts responsibility for the adequacy or 
accuracy of this release. 

For further information: 
 
Ronald J. Goguen 
President and Chief Executive Officer 
Landdrill International Inc. 
Phone:   (506) 388-8961 
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