
 

 
 

  

Court File No. M/M/114-12  
 

IN THE COURT OF QUEEN’S BENCH OF NEW BRUNSWICK 

TRIAL DIVISION 

JUDICIAL DISTRICT OF MONCTON 

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, R.S.C. 
1985, c. C-36, AS AMENDED 

AND IN THE MATTER OF A PLAN OF COMPROMISE OR  
ARRANGEMENT OF 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) and 
LANDDRILL INTERNATIONAL INC. (A BARBADOS CORPORATION) 

ELEVENTH REPORT OF THE MONITOR 
April 17, 2013  

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”) granting 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.  By Order (Re: Comeback/Extension Motion) 

dated September 27, 2012 (the “Comeback Order”), the Initial Order was amended to, 

inter alia, extend the Stay Period (as defined in the Initial Order) until November 2, 2012.  

The Stay Period was further extended by the Court from November 2, 2012, until 

November 13, 2012.  On November 13, 2012, the Stay Period was extended until 

February 15, 2013, subject to the Applicants filing a revised cash flow projection by 

December 9, 2012, demonstrating that the Applicants would have sufficient liquidity to 

continue to operate during the Stay Period. The revised cash flow projection was filed on 

December 7, 2012, and demonstrated sufficient liquidity to operate during the Stay 

Period.  On February 15, 2013, the Stay Period was further extended until and including 

April 8, 2013.  By Court Order dated April 8, 2013, the Stay Period was further extended 

until and including May 31, 2013. 

PURPOSE 

3. This Eleventh Report of the Monitor (the “Eleventh Report”) is being filed for the 

purpose of informing this Court with respect to the following: 

(a) The amount of sale proceeds currently being held by the Monitor and the results 

of the security review conducted by the Monitor’s counsel of the security held by 

the Senior Lenders and by certain other creditors of the Applicants;  

(b) The results of the D&O Claims Solicitation Procedure; and   

(c) The status of the payment of the Purchase Price for the Mongolian Shares. 

4. The Eleventh Report is organized as follows: 

(a) Introduction; 

(b) Purpose; 

(c) Terms of Reference; 

(d) Request for Distribution; 

(e) Security Review; 

(f) D&O Claims Solicitation Procedure;  

(g) Payment of the Purchase Price for the Mongolian Shares; and 
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(h) Monitor’s Observations. 

TERMS OF REFERENCE 

5. In preparing the Eleventh 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 of the Companies (“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. Except as noted in the 

body of this Eleventh Report, 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 provided 

to the Monitor and presented in the Eleventh Report or relied upon by the Monitor in 

preparing the Eleventh Report.  Further, the nature of 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. 

6. All references to monetary amounts in the Eleventh Report are in Canadian dollars unless 

otherwise noted. 

7. Capitalized terms not defined in the Eleventh Report are as defined in the Initial Order 

and/or the Monitor’s previous reports.  

8. Copies of the Eleventh Report and other court materials in these CCAA proceedings may 

be obtained from the Monitor’s Website at www.ey.com/ca/landdrill.  

REQUEST FOR DISTRIBUTION 

GE’s Motion for Distribution 

9. On April 12, 2013, GE filed a Notice of Motion (the “GE Distribution Motion”) 

seeking, inter alia, an Order of this Court: 

“2.  allocating the sum of $3,673,500 from the proceeds held by 
Ernst & Young Inc. (the “Monitor”) from the sale of the assets (the 

http://www.ey.com/ca/landdrill
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“Canadian Proceeds”) of Landdrill International Ltd. (“Landdrill 
Canada”) to the assets of Landdrill Canada in GE Canada holds a 
first-ranking security interest (the “GE Collateral”); 

3.  directing the Monitor to distribute, free and clear of any and all 
liens, claims and charges including the charges created by the 
Initial Order dated August 31, 2012 (the “Initial Order”) from: 

(i) the Canadian Proceeds; 

(ii) the proceeds from the sale of the assets/shares of Landdrill 
International  LLC  (“Landdrill  Mongolia”) whether 
now or hereafter held by the  Monitor; and 

(iii) the proceeds to be realized by the Monitor from the sale of 
the assets of LLC Landdrill International (“Landdrill 
Russia”),  

to GE Canada an amount sufficient to satisfy, in full, the 
obligations of the Applicants to GE Canada, including all further 
interest and legal costs accruing to the date of payment (the “GE 
Debt”); 

4. declaring that Norrep Credit Opportunities Fund, LP 
(“Norrep”) and Landdrill International Inc. (“Landdrill Parent”) 
are entitled to share rateably, relative to the amount of their 
respective unsecured claims, in all proceeds realized from a sale or 
disposition of the assets of Landdrill Mongolia (the “Mongolian 
Proceeds”) and a sale or disposition of the assets of Landdrill 
Russia (the “Russian Proceeds”); 

5.  declaring that the security interest of GE Canada in the 
accounts receivable and other intangible assets of Landdrill Parent 
ranks in priority to the interest of Norrep, if any, in such assets;” 

Proceeds held by Monitor 

10. The proceeds presently being held by the Monitor in its trust accounts total 

$5,013,529.98, including interest to March 31, 2013, and less bank charges, and is 

comprised of the following: 

(a) Sale of Landdrill Canada’s assets to Major: $4,074.803.47; 

(b) Sale of Landdrill Mongolia’s assets to Major: $825,617.73; and 
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(c) Moncton Auction Proceeds: $113,108.78. 

11. In addition to the above amounts, the Monitor holds in its trust accounts the following 

amounts: 

(a) $100,690.45 received by way of a deposit from the purchaser of the shares of 

Landdrill Mongolia; and 

(b) $257,776.60 and $303,774.30 received from Major in respect of QST and HST, 

respectively, in relation to its purchase of Landdrill Canada’s assets, and 

$15,001.84 in respect of HST received in relation to the Moncton Auction. The 

Monitor is in the process of arranging for these amounts to be remitted to the 

appropriate tax authorities.  

Reserves 

12. At the time of any distribution, a reserve will have to be created to fund the anticipated 

future costs of the CCAA proceeding or any alternative proceeding.  In addition, reserves 

will have to be made for the super-priority Court-ordered charges created by the Initial 

Order, including the Administration Charge (capped at $400,000), the Critical Supplier 

Charge (uncapped), the DIP Lender’s Charge (capped at $1,500,000 plus applicable 

interest) and the Directors’ Charge (capped at $1,000,000), subject to any future order of 

this Court terminating or releasing any such charges.   

Administration Charge 

13. The costs secured by the Administration Charge, the professional fees of the Applicants’ 

counsel, the Monitor, the Monitor’s counsel in Canada and the Monitor’s counsel outside 

Canada (collectively, the “Professional Firms”), have not been paid in full or in 

accordance with the Initial Order as described in the Second Report, the Fourth Report, 

the Sixth Report, the Eighth Report, the Ninth Report and the Tenth Report. In light of 

the history of payment during these proceedings and the uncertainty regarding the future 

of these proceedings, the Monitor believes that a reserve is required for the full amount of 

the Administration Charge. 
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Critical Supplier Charge 

14. The Monitor has been advised by the Applicants that the Critical Suppliers, five Canadian 

suppliers listed at Schedule “A” of the Initial Order, were paid in the ordinary course 

during the CCAA process.  The Monitor is informed that the Applicants wrote to each of 

the Critical Suppliers on January 8, 2013, stating that the books and records of the 

Applicants did not show any amounts outstanding to each Critical Supplier as at 

December 15, 2012, and asking each to confirm in writing that no amounts were 

outstanding for goods and services provided since the date of the Initial Order.  A copy of 

one of the letters to the Critical Suppliers is attached as Appendix “A” to the Ninth 

Report (the “Critical Supplier Letter”). As at the date of the Ninth Report, only one 

Critical Supplier has responded to the Applicants’ Letter, indicating that no amount was 

outstanding to it. The Applicants have not advised the Monitor of having received any 

responses from the other Critical Suppliers. 

15. The only Applicant that has conducted any drilling operations since December 15, 2012, 

is Landdrill Mexico.  The Monitor is informed by Management that three of the five 

Critical Suppliers were suppliers to only the Canadian operations.  The Monitor is 

informed that two of the Critical Suppliers are suppliers to Landdrill Mexico, but are 

currently not owed any money. 

16. It was stated in the Critical Supplier Letter that the Applicants intend to bring a motion on 

or after January 16, 2013 (the “Critical Supplier Motion”) for an order releasing the 

Critical Supplier Charge.  Prior to any distribution, it will be necessary for the Applicants 

to confirm what amounts, if any, are owing to the Critical Suppliers and create an 

appropriate reserve or bring the Critical Supplier Motion.   

DIP Lender’s Charge 

17. The Applicants have not drawn upon the DIP and it does not appear that they will require 

DIP financing prior to May 31, 2013, based on the Updated Projection filed with the 

Tenth Report. Therefore, at the time of any distribution, and subject to any additional 

updated cash flow projections filed with this Court in support of any further extension of 



 

- 7 - 

  

Stay Period, it is possible that there will not be any amount secured by the DIP Lenders’ 

Charge and therefore it is possible that no reserve will be required in relation thereto. 

Directors’ Charge 

18. The Initial Order provides that the Applicants shall indemnify their directors and officers 

for certain obligations incurred during the CCAA proceedings.  The indemnity is secured 

by a charge (capped at $1,000,000) on the Property of the Applicants. 

19. As described in more detail below, the Monitor has conducted a D&O Claims Solicitation 

Procedure in order to solicit any claims against the Directors and Officers.  No D&O 

Proof of Claim Forms were submitted to the Monitor by the D&O Claims Bar Date of 

April 15, 2013. 

20. Based on the fact that the only remaining active operations are located in Mexico and no 

person filed a D&O Claim, it would appear that all or some of the Directors’ Charge 

could be released.  However, the Applicants have raised a concern with respect to 

releasing any portion of the Directors’ Charge before the proceeds of sale of the Canadian 

operations have been distributed (which appears to create a circularity problem) or while 

Landdrill Mexico is still operating.   

Other Claims 

21. In addition to the anticipated costs of administration and the Court-ordered charges, it 

will also be necessary to deal with the fees owing to Clarus in connection with the sale of 

Landdrill Canada’s assets and Landdrill Mongolia’s assets to Major, and with any other 

super-priority claims.   

22. The Monitor understands the fee owing to Clarus in connection with the sale of Landdrill 

Canada’s assets as considered by the Clarus Engagement Letter which is attached as 

Appendix “A” to the Second Report to be 3.0% of $4,058,151 or $121,744.53.  The 

Monitor understands the fee owing to Clarus in connection with the sale of Landdrill 

Mongolia’s assets as considered by the Clarus Engagement Letter to be 3.0% of 

$835,390.21 or $25,061.71. 
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23. Pursuant to paragraph 7 of the Initial Order, the payment of Sales Taxes which were 

accrued or collected prior to the date of the Initial Order but not required to be remitted 

until on or after the date of the Initial Order (approximately $590,000) were deferred but 

the Applicants remain liable for the payment.  Paragraph 7 of the Initial Order also 

provides that: (a) “in the event of the sale of all or substantially all of the Property or the 

Business, Pre-Filing Sales Taxes shall be paid in accordance with applicable law”; and 

(b) “in the event that the Applicants become bankrupt, Pre-Filing Sales Taxes shall be 

dealt with in accordance with the Bankruptcy and Insolvency Act”.  

SECURITY REVIEW 

Background  

24. As is standard practice in liquidating CCAA proceedings, the Monitor instructed its 

counsel to review the security of those creditors known to be asserting a secured claim.  

25. Counsel to Norrep has advised the Monitor that as of April 10, 2013, there is an 

aggregate amount of $9,355,794 outstanding to Norrep under its credit agreement with 

Landdrill BC, as borrower and Landdrill Atlantic, Landdrill NB, Landdrill LCM, 

Landdrill International Company Limited, Landdrill International LLC, Landdrill 

Barbados, Landdrill International Cooperatief U.A., Landdrill International Nicaragua, 

S.A., Landdrill Mexico, Landdrill International SARL, and LLC Landdrill International, 

as guarantors.  The aggregate amount is constituted of $8,000,000 in principal, 

$1,137,494 in accrued interest, and $218,300 in legal fees.  The per diem rate of interest 

from and after April 10, 2013, is $3,978.88.  

26. As stated in the affidavit of Mr. Christopher Johnson sworn April 15, 2013, on March 15, 

2013, Norrep purchased the aggregate outstanding debt owing by Landdrill BC, as 

borrower, and Landdrill NB, Landdrill Barbados and Landdrill Mexico, as guarantors, to 

Sprott and the related security.  Counsel to Norrep has advised the Monitor that as of 

April 10, 2013 there is an aggregate amount of $2,858,431.63 outstanding to Sprott under 

its credit agreement with Landdrill BC, as borrower and Landdrill NB, Landdrill 

Barbados and Landdrill Mexico, as guarantors.  The aggregate amount is constituted of 
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$2,500,000 of principal and $358,431.63 of accrued interest.  The per diem rate of 

interest from and after April 10, 2013, is $939.76. 

27. According to the affidavit of Michael Pisani sworn on April 12, 2013, as of April 11, 

2013, there is an aggregate amount of $3,488,453.85 outstanding to GE under its loan 

agreements with Landdrill NB, as borrower and Landdrill BC, Landdrill Atlantic and 

Nitasi Landdrill Limited Partnership, as guarantors.  The aggregate amount is constituted 

of $2,875,037.76 in principal, $178,332.71 in accrued interest, $228,279.23 in a 

prepayment amount, $18,288.56 in late charges and $188,515.59 in legal fees and other 

costs.  The aggregate per diem rate of interest is $696.52.  

28. Ally Credit Canada Limited (“Ally”) advised the Monitor on April 12, 2013 there is an 

aggregate amount of $450,674.63 outstanding to Ally under its full disclosure conditional 

sale contracts with Landdrill NB, Landdrill BC and Landdrill Atlantic, as applicable.  The 

Monitor has requested that Ally provide it with the details of the components of this 

aggregate amount.  

29. A copy of the security opinions given to the Monitor will be provided to the Court upon 

request.  A copy of the security opinions will also be provided to any interested party 

requesting a copy of same who confirms in advance that: (a) such party is not the opinion 

giver’s client and therefore is not entitled to rely upon the opinion and that the opinion 

giver has no liability or responsibility to such party with respect to any loss, liability, 

damage or expense in connection with the provision to such party of the opinion or such 

party’s review of contents thereof; (b) such party will not disclose the opinion to any 

other party; and (c) the provision of the opinion does not constitute a waiver of privilege. 

Inter-creditor Agreements 

30. Pursuant to a priority agreement, Norrep and Sprott agreed that the Norrep Security 

Agreement1 has priority over Sprott Security Documents2 with respect to all of the 

                                                 
1 The general security agreement made March 21, 2012 among Landdrill BC, Landdrill Atlantic, Landdrill NB, 
Landdrill LCM, Landdrill International Company Limited, Landdrill Mongolia, Landdrill Barbados, Landdrill 
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present and after acquired personal property of Landdrill BC, Landdrill NB and Landdrill 

Barbados excluding all present and after acquired real and personal property of Landdrill 

Mexico, all shares owned by Landdrill BC in the capital of Landdrill NB, all shares 

owned by Landdrill NB in the capital of Landdrill Barbados and all shares owned by 

Landdrill Barbados in the capital of Landdrill Mexico.  This priority agreement also 

provides that the Sprott Security Documents are limited to securing indebtedness to a 

maximum of $4,000,000, plus related costs and expenses.  

31. Pursuant to a priorities agreement, Norrep and GE agreed that the GE Security3 has 

priority over the Norrep Security4 with respect to all present, future and after-acquired 

equipment of Landdrill NB and all present and future attachments, accessories, 

accessions thereto and all spare parts, replacements, substitutions, exchanges and trade-

ins therefor and all intangibles and proceeds related thereto including all insurance 

payments and other indemnities or compensation for loss or damage thereto 

(“Equipment Collateral”).  The Norrep Security has priority over the GE Security with 

respect to all of Landdrill NB’s present and future movable, property, assets and 

undertaking other than the Equipment Collateral5.  This priorities agreement does not 

deal with Landdrill BC or any other Landdrill entity other than Landdrill NB. 

32. Finally, Sprott delivered certain waiver letters to GE whereby Sprott subordinated and 

postponed any present or future claims it may have or may acquire in or to certain 

equipment described in Schedule A to the waiver letters and all present and future 

                                                                                                                                                             

International Cooperatief U.A., Landdrill International Nicaragua, S.A., Landdrill International SARL, LLC 
Landdrill International and Norrep. 
2 Collectively, (i) the general security agreement dated July 29, 2011 executed by Landdrill BC in favour of Sprott, 
as secured party, (ii) the general security agreement dated July 29, 2011 executed by Landdrill NB in favour of 
Sprott, as secured party, (iii) the general security agreement dated July 29, 2011 executed by Landdrill Mexico in 
favour of Sprott, as secured party, (iv) the share pledge agreement dated July 29, 2011 between Sprott and Landdrill 
BC and (v) the share pledge agreement dated July 29, 2011 between Sprott and Landdrill NB. 
3 The security interest and hypothec granted on all or part of the present and future movable property, assets and 
undertaking of Landdrill NB as security for the payment in full of the indebtedness of Landdrill NB to GE. 
4 The security interest granted on all or part of the present and future movable property, assets and undertaking of 
Landdrill NB as security for the payment in full of the indebtedness of Landdrill NB to Norrep. 
5 All present, future and after-acquired equipment of Landdrill NB and all present and future attachments, 
accessories and accessions thereto and all spare parts, replacements, substitutions, exchanges and trade-ins therefor 
and all intangibles and proceeds related thereto, including all insurance payments and other indemnities or 
compensation for loss or damage thereto. 
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attachments, accessories and accessions thereto and all spare parts, replacements, 

substitutions, exchanges and trade-ins therefor and all intangibles and proceeds relating 

thereto, including all insurance payments and other indemnities or compensation for loss 

or damage thereto. 

Findings 

33. The Monitor’s Ontario and BC counsel, Stikeman Elliott LLP, conducted a security 

review of the security granted by (a) Landdrill BC, Landdrill NB, Landdrill Atlantic and 

Landdrill LCM (the “Canadian Credit Parties”) to secure the amounts owing under the 

Norrep credit agreement, (b) Landdrill BC and Landdrill NB to secure the amounts owing 

under the Sprott credit agreement, and (c) Landdrill NB and Landdrill BC to secure 

amounts owing under the GE loan agreements, and they rendered an opinion with respect 

to the validity and perfection thereof under the laws of the Province of Ontario and 

British Columbia, as applicable (the “Stikeman Opinion”). This opinion states that 

(subject to the assumptions and qualifications contained therein), (i) the personal property 

security granted in favour of Norrep is valid and, with respect to the Norrep Security 

Agreement, enforceable and creates valid security interests in the personal property of the 

Canadian Credit Parties secured under the Province of Ontario; (ii) the personal property 

security granted in favour of Sprott is valid, and with respect to the Sprott Security 

Documents, enforceable and creates a valid security interest in the personal property of 

Landdrill BC and Landdrill NB secured under the Province of British Columbia; (iii) the 

personal property security granted in favour of GE is valid, and with respect to the GE 

Security Documents6, creates a valid security interest in the personal property of 

Landdrill BC and Landdrill NB secured under the Province of Ontario and with respect to 

                                                 
6 Collectively, (A) the loan and security agreement dated March 30, 2011 between Landdrill NB and GE (the “GE 
March 2011 Loan and Security Agreement”), (B) the loan agreement dated September 28, 2011 between 
Landdrill NB and GE, (C) the loan agreement dated March 23, 2012 between Landdrill NB and GE, (D) the 
conditional sale agreement dated July 8, 2011 between Landdrill NB and GE (the “GE March 2012 Loan and 
Security Agreement”), (E) the general security and movable hypothec agreement made as of July 29, 2008 between 
Landdrill NB and GE and (F) the general security agreement made as of July 20, 2010 between Landdrill BC, GE, 
GE Canada Leasing Services Company, General Electric Canada Equipment Finance G.P., GE Canada Asset 
Financing Holding Company, GE Technology Finance, GE VFS Canada limited Partnership and GE Capital Canada 
Equipment Financing & Leasing Company (the “Landdrill BC/GE Security Agreement”).  
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the Landdrill BC/GE Security Agreement, creates a valid security interest in the personal 

property of Landdrill BC and Landdrill NB secured under the Province of Ontario.   

34. The Monitor’s Quebec counsel, Stikeman Elliott LLP, conducted a security review of the 

security granted by Landdrill NB to secure the amounts owing under the Norrep Credit 

Agreement, the GE March 2011 Loan and Security Agreement and GE March 2012 Loan 

and Security Agreement and they rendered an opinion with respect to the validity and 

opposability thereof under the laws of the Province of Québec (the “Stikeman Quebec 

Opinion”). This opinion states that (subject to the assumptions and qualifications 

contained therein), (a) the hypothec granted in favour of Norrep is valid on the corporeal 

movable property of Landdrill NB stated to be charged thereunder not ordinarily used in 

more than one jurisdiction and situated in the Province of Quebec, and the incorporeal 

movable property of Landdrill NB established by, inter alia, a title in bearer form and 

situate in the Province of Quebec; and (b) the hypothec granted in favour of GE is valid 

on the corporeal movable property of Landdrill NB stated to be charged under each of the 

GE March 2011 Loan and Security Agreement, the GE March 2012 March Loan and 

Security Agreement and the GE July 2008 Security Agreement, respectively, not 

ordinarily used in more than one jurisdiction and situated in the Province of Quebec, and 

the incorporeal movable property of Landdrill NB established by, inter alia, a title in 

bearer form and situated in the Province of Quebec.   

35. A similar opinion was obtained by the Monitor from O’Brien Anthony White under the 

laws of the Province of Newfoundland and Labrador with respect to the validity and 

perfection of personal property security granted by (a) the Canadian Credit Parties to 

secure the amounts owing under the Norrep Credit Agreement, and (b) Landdrill NB and 

Landdrill BC to secure amounts owing under the GE Credit Agreements, and they 

rendered an opinion with respect to the validity and perfection thereof under the laws of 

the Province of Newfoundland and Labrador (the “O’Brien Opinion”).  This opinion 

states that (subject to the assumptions and qualifications contained therein), (i) the 

personal property security granted in favour of Norrep is valid and, with respect to the 

Norrep Security Agreement, creates valid security interests in the personal property of the 

Canadian Credit Parties secured under the Province of Newfoundland and Labrador; and 
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(ii) the personal property security granted in favour of GE is valid, and with respect to the 

GE Security Documents, creates a valid security interest in the personal property of 

Landdrill NB and Landdrill BC secured under the Province of Newfoundland and 

Labrador.   

36. A similar opinion was also obtained by the Monitor from Bingham Law (the “Bingham 

Opinion”) under the laws of the Province of New Brunswick with respect to the validity 

and perfection of personal property security granted by (a) the Canadian Credit Parties to 

secure the amounts owing under the Norrep credit agreement, (b) Landdrill BC and 

Landdrill NB to secure the amounts owing under the Sprott credit agreement, and (c) 

Landdrill NB and Landdrill BC to secure amounts owing under the GE loan agreements, 

and they rendered an opinion with respect to the validity and perfection thereof under the 

laws of the Province of New Brunswick.  This opinion states that (subject to the 

assumptions and qualifications contained therein), (i) the personal property security 

granted in favour of Norrep is valid and, with respect to the Norrep Security Agreement, 

creates valid security interests in the personal property of the Canadian Credit Parties 

secured under the Province of New Brunswick; (ii) the personal property security granted 

in favour of Sprott is valid, and with respect to the Sprott Security Documents, 

enforceable and creates a valid security interest in the personal property of Landdrill BC 

and Landdrill NB secured under the Province of New Brunswick; and (iii) the personal 

property security granted in favour of GE is valid, and with respect to the GE Security 

Documents, creates a valid security interest in the personal property of Landdrill BC and 

Landdrill NB secured under the Province of New Brunswick.   

37. Ally, Landdrill NB, Landdrill BC and Landdrill Atlantic, as applicable, have entered into 

26 conditional sale contracts with respect to certain motor vehicles.  The Bingham 

Opinion states that (subject to the assumptions and qualifications contained therein) the 

personal property security granted in favour of Ally is valid and, with respect to the Ally 

conditional sale contracts, enforceable and creates valid security interests in the personal 

property of each of Landdrill NB, Landdrill BC and Landdrill Atlantic party thereto 

secured under the Province of New Brunswick.  The Monitor has also been advised by 

Bingham Law, that Ally has priority over the motor vehicles identified in these 
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conditional sale contracts by virtue of the inclusion of the vehicle identification numbers 

in the PPSA registrations made by Ally. 

38. The PPSA registration made in the New Brunswick personal property registry system 

with respect to the security interest in the one motor vehicle subject to the full disclosure 

conditional sale contract (item D5 on Schedule B to the Bingham Opinion) dated March 

14, 2011 between Landdrill NB and Wilson Chevrolet Limited and assigned to Ally, was 

not registered against the full legal name of Landdrill NB (registration number 

19899822).  As such, a search of the New Brunswick personal property registry system 

did not reveal the registration as either an exact match or a close match.   On April 15, 

2013, Ally filed an amendment to the New Brunswick registration to amend the debtor 

name to include the full legal name of Landdrill NB.  The Monitor has been advised by 

Bingham Law, that, assuming the PPSA amendment registration is permitted and 

effective following the CCAA filing, Ally has a perfected security interest in this motor 

vehicle and priority to other secured creditors as of April 15, 2013. 

39. De Lage Landen Financial Services Canada Inc. (“De Lage”) has advised the Monitor 

that as of January 23, 2013, there is an aggregate amount of $11,346.73 outstanding 

pursuant to a lease contract with Landdrill NB and Landdrill BC with respect to a 

Hyundai Forklift described therein.  The Monitor was advised by Bingham Law that De 

Lage has a valid and perfected security interest as well as priority over the Hyundai 

Forklift identified in the lease contract by virtue of the inclusion of the vehicle 

identification number in the PPSA registration made by De Lage. 

40. The Monitor has reviewed the searches conducted against the Canadian Credit Parties set 

out in Schedule “C” to the Stikeman Opinion, the Stikeman Quebec Opinion, the O’Brien 

Opinion and the Bingham Opinion and subject to statutory and possessory liens, security 

interests perfected by possession or control, purchase money security interests, rights of 

certain motor vehicle and equipment lessors and claims that have priority by operation of 

law, it appears that (a) GE has a first ranking security interest with respect to the 

equipment of Landdrill NB, (b) Norrep has a first ranking security interest with respect to 

the accounts, intangibles (excluding intellectual property and choses in action) and 
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inventory of Landdrill NB and (c) Sprott has a first ranking security interest with respect 

to the shares of Landdrill Barbados owned by Landdrill NB and held by Sprott. 

41. The Monitor has reviewed the searches conducted against the Canadian Credit Parties set 

out in Schedule “C” to the Stikeman Opinion, the Stikeman Quebec Opinion, the O’Brien 

Opinion and the Bingham Opinion and subject to statutory and possessory liens, security 

interests perfected by possession or control, purchase money security interests, rights of 

certain motor vehicle and equipment lessors and claims that have priority by operation of 

law, it appears that GE has a first ranking security interest with respect to the equipment 

of Landdrill BC.  It also appears that GE has a first ranking security interest with respect 

to the accounts, intangibles (excluding intellectual property and choses in action) and 

inventory of Landdrill BC.  Finally, it appears Sprott has a first ranking security interest 

with respect to the shares of Landdrill NB owned by Landdrill BC and held by Sprott. 

D&O CLAIMS SOLICITATION PROCEDURE 

42. In order to determine if any claims against the Directors and Officers exist which may 

trigger the indemnity in favour of the Directors and Officers (the “D&O Claims”) 

contained in paragraph 24 of the Initial Order, which are secured by the Directors’ 

Charge, it is normal practice in CCAA proceedings to conduct a D&O claims solicitation 

procedure with a claims bar date. 

43. A D&O Claim Solicitation Process was approved by this Court on March 21, 2013.  

Pursuant to the D&O Claims Solicitation Procedure Order any Person that wished to 

assert a D&O Claim was required to submit proof of such D&O Claim to the Monitor in 

the prescribed manner, together with all relevant supporting documentation in respect of 

such D&O Claim, on or before the D&O Claims Bar Date of 5:00 p.m. Atlantic Time on 

April 15, 2013,  or such later date as may be ordered by the Court, failing which such 

D&O Claim shall be barred and extinguished. 

44. The D&O Claims Solicitation Procedure Order requires the Monitor to take a number of 

steps to facilitate the identification of claims against the Directors & Officers of the 

Applicants.  The following paragraphs set out the requirements of the D&O Claims 
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Solicitation Procedure Order and the steps taken by the Monitor to comply with those 

requirements: 

(a) A Notice of the D&O Claims Solicitation Procedure and D&O Claims Bar Date 

(the “Notice”) was to be published in each of (i) the Globe and Mail (national 

edition), (ii) the Times & Transcript, (iii) the Telegraph Journal and (iv) the Daily 

Gleaner, and distributed via the Canada Newswire, as soon as practicable after the 

granting of the D&O Claims Solicitation Procedure Order.  Newspaper tear-sheets 

for the publication of the Notice in each of these newspapers and a copy of the 

confirmation of distribution by the Canada Newswire are attached hereto as 

Appendix A. 

(b) The Notice was to be posted on the Monitor’s Website and the Applicants’ 

Website as soon as practicable after the granting of the D&O Claims Solicitation 

Procedure Order.   A confirmation that the Notice was posted on the Monitor’s 

website on March 25, 2013 is attached hereto as Appendix “B”.  Management has 

confirmed to the Monitor that on March 26, 2013, the Applicants tested the link to 

the Monitor’s Website that was situate on the home page of the Applicants 

website and named “CCAA Filing Information”.  The Applicants have advised the 

Monitor that the CCAA Filing Information link, when clicked on, immediately 

opened the Monitor’s Website which showed approximately ten different sets of 

documents related to these CCAA Proceedings including one named “Notice of 

D&O Claims Solicitation Procedure and Claims Bar Date.”  The Applicants have 

advised the Monitor that they considered that this arrangement satisfied the 

requirements of the D&O Claims Solicitation Procedure Order.  A copy of the 

Applicants’ website home page and the Monitor’s Website showing the 

aforementioned information is attached hereto as Appendix “C”. 

45. No D&O Proof of Claim Forms were filed with the Monitor on or before the D&O 

Claims Bar Date. 
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PAYMENT OF THE PURCHASE PRICE FOR THE MONGOLIAN SHARES  

46. As described in the Seventh Report, the Monitor, on behalf of Landdrill Ltd. (the 

“Seller”), and the Purchaser executed a Share Purchase Agreement on February 13, 2013. 

47. As described in the Tenth Report, the Purchaser confirmed on April 2, 2013, that he had 

caused the Purchase Price to be wired pursuant to two separate wires to the Monitor’s 

trust account.  During the evening of April 2, 2013, the Monitor received a “payment 

advice” from the Purchaser’s bank confirming that the larger of the two wires had been 

sent.  The Monitor did not receive a “payment advice” in respect of the second smaller 

wire.  As of April 3, 2013, the date of the Tenth Report, the Monitor expected the funds 

to hit its account within a few business days.   

48. Since April 3, 2013, the Monitor has worked with the Purchaser and the Monitor’s bank, 

the Royal Bank of Canada (“RBC”), to trace the two wires.  In addition, the Monitor 

understands that the Purchaser has worked with its bank, HSBC in Hong Kong, to trace 

the two wires.  On April 15, 2013, RBC advised the Monitor that, based on bank 

documents provided by the Purchaser, RBC had determined that its payment centre had, 

on April 9, 2013, returned the larger of the two wires back to HSBC, the Purchaser’s 

bank, due to a missing 12 digit account number.  The Purchaser subsequently advised the 

Monitor that the smaller wire transfer had also been returned to HSBC by RBC. 

49. On April 15, 2013, the Monitor again sent a copy of the US dollar wire instructions to the 

Purchaser and requested that the Purchaser re-send both wires to the Monitor as soon as 

possible using the full 12 digit account number and to also send the Monitor a copy of the 

resultant wire transfer confirmation documents.  On April 16, 2013, the Purchaser 

informed the Monitor that the funds returned by RBC had been received by HSBC and 

had been rewired to the Monitor’s account at RBC. 

MONITOR’S OBSERVATIONS 

50. As described above, GE has brought a motion seeking a distribution of approximately 

$3,500,000 from the existing and/or future Canadian, Mongolian and Russian sale 

proceeds.  Norrep has brought a motion seeking an order that the Monitor prepare a 
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report setting out the recommendations of the Monitor regarding a methodology for 

allocating the costs of these proceedings. 

51. The Monitor is currently holding proceeds of sale from Canadian and Mongolian assets 

of approximately $5,000,000.  In addition, the Monitor expects to receive the balance of 

the sale proceeds from the Mongolian Share Transaction, discussed above, amounting to 

approximately $900,000 shortly.  Also, as discussed in prior reports of the Monitor, there 

are assets at Landdrill Russia and the Notre-Dame Building which are expected to result 

in some recovery at some point in the future.  Landdrill Mexico is continuing to operate 

and the Monitor understands that Norrep and the Applicants are engaged in discussions 

regarding the future of Landdrill Mexico. 

52. The Monitor has attempted to outline above the contingencies that will have to be 

considered if the Court is to order a distribution, including the creation of reserves in 

respect of: 

(a) The future costs of these CCAA proceedings or alternative proceedings; 

(b) The Administration Charge (capped at $400,000); 

(c) The Critical Supplier Charge (uncapped); 

(d) The DIP Lender’s Charge (capped at $1,500,000 plus applicable interest); 

(e) The Directors’ Charge (capped at $1,000,000); 

(f) The fees of Clarus (estimated at $146,806.24); and 

(g) The pre-filing Sales Taxes (approximately $590,000). 

53. In addition, GE, Norrep, Ally and De Lage all have priority claims to some portion of the 

sale proceeds currently held by the Monitor.  To date there has been no determination of 

the proper allocation of the various sale proceeds to the various assets. 

54. With respect to the GE Distribution Motion it is not possible to make the distribution 

sought by GE until some certainty exists around the various reserves.  In order to obtain 
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that certainty, it would be helpful if: (a) the future of Landdrill Mexico and these CCAA 

proceedings was determined by the Applicants and Norrep; (b) the Critical Supplier 

Motion was brought; (c) the Directors’ Charge was confirmed or reduced, and reserved 

for; (d) the fees of Clarus were determined and paid; and (e) the treatment of the Sales 

Taxes was determined. 

ALL OF WHICH is respectfully submitted this 17th day of April, 2013. 
 
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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             

               

                    

                 

                  

        

               

      

                   

              

            

             

                  

                   

  

   

          

  

   

  

  

  

 

         

  

 




 

    

  

            
            
              
                
           
  

           
           
           
            

             
           
           
        

   

    
  

  

    

      

            
         
             
             
             
             

            
            
           
             
      

             
          
          
            
    

    

    
  

   

              


 






 



























































































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Landdrill International Inc. issues notice of call for claims

/NOT FOR DISTRIBUTION TO U.S. NEWS WIRE SERVICES OR FOR DISSEMINATION IN THE U.S./

MONCTON, NB, March 26, 2013 /CNW/ - Landdrill International Inc. (the "Company") (TSXV: LDI) today announced
that it  is issuing notice to CREDITORS and others in respect  of claims against current and former directors and
officers (collectively, the "Directors and Officers") of:

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) AND
LANDDRILL INTERNATIONAL INC. (A BARBADOS CORPORATION)
(collectively, the "Applicants")

In the matter of the companies' creditors arrangement act, R.S.C. 1985, c. C-36, as amended notice of D&O claims
solicitation procedure and D&O claims bar date for D&O claims against the directors and officers pursuant to the
companies' creditors arrangement act (the "CCAA")

PLEASE TAKE NOTICE that this notice is being published pursuant to an order of the Honorable Chief Justice Smith
of the Court of Queen's Bench of New Brunswick (Trial Division), Judicial District of Moncton, dated March 20, 2013
(the "D&O Claims Solicitation Procedure Order"). Capitalized terms not defined within this notice shall have the
meaning ascribed thereto in the D&O Claims Solicitation Procedure Order.

Any person who believes that it has a claim against a Director or Officer should send a D&O Proof of Claim to Ernst
& Young Inc., in its capacity as the Court-appointed Monitor of the Applicants, to be received by 5:00 p.m. (Atlantic
Daylight Savings Time) on April 15, 2013 or such other later date as may be ordered by the Court (the "D&O
Claims Bar Date").

D&O claims for which D&O proofs of claim are not received by the D&O claims bar date will be barred and
extinguished forever.

Claimants who require a D&O Proof of Claim form may obtain a copy of this form from the Monitor's website at
http://www.ey.com/ca/landdrill or may contact Ernst & Young Inc., in its capacity as the Court-appointed Monitor of
the  Applicants,  (Attention:  Ingo  Eckoldt,  Telephone:  (709)  570-8252,  Fax:  (709)  726-0345  and  email:
ingo.eckoldt@ca.ey.com), to obtain a D&O Proof of Claim form and Instruction Letter.

Claimants may file their D&O Proof of Claim with the Monitor by mail, fax, email, courier or hand delivery, so that the
D&O Proof of Claim is actually received by the D&O Claims Bar Date at the address below:

Address of Monitor:
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 2013 CNW Group Ltd.

Ernst & Young Inc.
In its capacity as Monitor of Landdrill International Inc. et al.
11 Englehart Street, Dieppe, NB E1A 7Y7
Attention: Ingo Eckoldt
Telephone: (709) 570-8252
Facsimile: (709) 726-0345
Email: ingo.eckoldt@ca.ey.com
Dated at Moncton, NB this 26th day of March, 2013.

About Landdrill
Landdrill is a growth oriented international drilling company with a focus on the metals and minerals industry. The
Company continues to explore opportunities for growth in key markets, either through establishment of new branch
offices or through acquisitions as opportunities arise. The Company now has 22 drills with full branch operations in
Mexico and Russia.

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 and include statements in respect of the timing for completion of the second
tranche of the Offering.  These statements are based on the Company's expectations,  estimates,  forecasts and
projections. They are not guarantees of future performance and involve risks and uncertainties that are difficult to
control  or predict.  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.

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.

SOURCE: LANDDRILL INTERNATIONAL INC.

For further information:
Ronald Goguen
President and Chief Executive Officer
Landdrill International Inc.
(506) 388 - 8100
www.landdrill.com

Renmark Financial Communications Inc.
John Bodiman: jboidman@renmarkfinancial.com
Peter Mahzari: pmahzari@renmarkfinancial.com
Tel.: (514) 939-3989 or (416) 644-2020
www.renmarkfinancial.com

Shortened URL http://cnw.ca/7abHz
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Landdrill International Inc [CCAA Monitor]  
 
This page is for information purposes only and you should consult your financial or legal adviser if you have any questions or concerns about your rights or 
obligations.  
Please note that when available in both languages, the documents for this company have been provided in both French and English. However, some or all of 
the documents may only be available in one language and as such users should refer to both the English and French sections (if applicable) to view all 

available documents for this engagement. (en français) 
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ABOUT US WHY LANDDRILL OUR SERVICES INVESTOR CENT

(http://www.ey.com/ca/landdrill)

OCT 18, 2012
Landdrill Announces Suspension from Trading
on TSXV (http://www.landdrill.com/sites/default/files

/news_releases_en/ldi-10172012.pdf)

SEP 27, 2012
Landdrill Obtains Extension of CCAA Stay
Period (http://www.landdrill.com/sites/default/files

/news_releases_en/ldi-09282012-en.pdf)

SEP 17, 2012
Landdrill provides Default Status Report,
Announces the Appointment of Directors and
Adjournment of Comeback Hearing
(http://www.landdrill.com/sites/default/files

/news_releases_en/ldi-09172012.pdf)
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