














































































































AMENDED AND RESTATED TRUST AGREEMENT 

THIS AGREEMENT made effective as of the 10th day of July, 2017. 

BETWEEN: 

PREDATOR OIL BC LTD., a body corporate registered to car ry  
on business in the Province of British Columbia and having an 
office in the City of Calgary, in the Province of Alberta ("Permit 
Trustee") 

— and — 

RANCH ENERGY CORPORATION, a body corporate 
registered to carry on business in the Province of British Columbia 
and having an office in the City of Calgary, in the Province of 
Alberta ("Beneficiary") 

— and — 

OPSMOBIL GROUP INC., a body corporate having an office in 
the City of Calgary, in the Province of Alberta ("OGI") 

WHEREAS: 

(A) Permit Trustee and Beneficiary entered into a purchase and sale agreement (the "Sale 
Agreement") as of the 8 t1' day of May, 2017, which pertains to, inter alias, the purchase 
by Beneficiary of interests in the Assets from Permit Trustee; 

(B) A portion of the Assets is composed of various Permits, as such term is defined in the Sale 
Agreement, which Permits will require transfer from Permit Trustee to Beneficiary through 
the British Columbia Oil and Gas Commission (the "BCOGC"); 

(C) As of the date hereof, the Permits are held by Permit Trustee; 

(D) Upon closing of the Sale Agreement, Permit Trustee and Beneficiary wish for Permit 
Trustee to hold the Permits in trust for Beneficiary until such time as Beneficiary can accept 
the transfer of the Permits (the "License Transfer(s)") and entered into a trust agreement in 
respect thereof dated June 16, 2017 (the "Original Trust Agreement"); 

(E) Permit Trustee and Beneficiary wish to amend and restate the Original Trust Agreement 
pursuant to this Agreement to set out the terms upon which Beneficiary will receive the 
Permits from Permit Trustee, and the terms upon which Permit Trustee will hold the 
Permits together with all rights and privileges associated therewith in trust for the benefit 
of Beneficiary until such time as Beneficiary requests that the Permits be transferred to it; 
and 
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(F) 	In order to effect the License Transfers, Permit Trustee, Beneficiary and OGI agree that 
Beneficiary, or OGI on its behalf, may be required to make a security deposit with the 
BCOGC ("Security Deposit") or make payments to Permit Trustee, as contemplated herein; 

NOW THEREFORE in consideration of the premises hereto and the covenants and agreements 
hereinafter set forth and contained, the parties hereto covenant and agree as follows: 

ARTICLE I 
INTERPRETATION 

1.1 	Definitions 

In this Agreement, defined terms shall have the meaning ascribed to them in the Sale Agreement 
except as set forth below or in the recitals: 

(a) "Agreement" means this amended and restated trust agreement; 

(b) "AOS" means the asset operating statements for the Assets; 

(c) "BCOGC License Transfer Compliant" means that each of Permit Trustee's 
and Beneficiary's LMR will allow for the transfer by Permit Trustee to 
Beneficiary of all or any of the Permits, in accordance with Applicable Law, 
including any bulletins; 

(d) "LMR" means the liability management rating, as determined by the BCOGC, 
and is the ratio of a permit holder's deemed assets to deemed liabilities, calculated 
for all wells and facilities registered to a permit holder; 

(e) "Monitor" means Sproule Project Management Ltd. or any successor 
replacement; 

(f) "Net Cash Flow" means all revenues derived from the Assets less applicable 
royalties and direct operating expenses in respect thereof and for clarity shall not 
include any of Beneficiary's overhead, general and administrative expenses, capital 
expenditures, abandonments costs and expenses or financing costs and expenses; 

(g) "Outside Date" means May 31, 2019 or, if otherwise agreed by the parties hereto, 
such later date as mutually agreed upon by the parties in writing; 

(h) "Permit Transfer Requirement" has the meaning ascribed thereto in 
Section 3.1(b); 

(i) "Secured Creditor" means Third Eye Capital Corporation, in its capacity as agent 
pursuant to the Beneficiary's senior secured debt; and 

(j) 	"Trust Period" means the period from the date of this Agreement until the transfer 
of all of the Permits to Beneficiary as contemplated hereunder. 
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1.2 	Interpretation 

For the purposes of this Agreement: 

(a) all references herein to currency are to Canadian currency; 

(b) "Article", "Section" and other references to subdivisions are, unless otherwise 
specified, to the designated a rticles, sections and other subdivisions of this 
Agreement; 

(c) headings of the articles and sections hereof are inserted for convenience of 
reference only and shall not affect the construction or interpretation of this 
Agreement; 

(d) any reference to a government authority includes any government authority 
succeeding to its functions; 

(e) any reference to a statute shall be deemed to include a reference to such statute 
and to the regulations made pursuant thereto, with all amendments made thereto 
and in force from time to time, and to any statute or regulation that may be passed 
which has the effect of supplementing or superseding the statute so referred to or 
the regulations made pursuant thereto; 

(f) any reference to the singular includes the plural and vice versa and any reference 
to gender includes the masculine, feminine and neuter genders; and upon any 
substitution in accordance with the foregoing the incidental grammatical and 
terminological charges shall be construed also to have been made; 

(g) the words "herein", "hereof" and "hereunder" and other words of similar import 
refer to this Agreement as a whole and not, unless otherwise specified, to any 
particular Article, Section or other subdivision. "including" means "including 
without limitation"; and 

(h) where the character and amount of any asset or liability or item of income or 
expense is required to be determined, or any consolidation or other accounting 
computation is required to be made, the same shall be done in accordance with 
generally accepted accounting principles except where the application of such 
principles is inconsistent with, or limited by the terms of this Agreement. 

	

1.3 	Amendment and Restatement 

Effective as of the date hereof, the Original Trust Agreement is hereby amended and restated as 
set forth herein and, as so amended and restated, continues in full force and effect. 
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ARTICLE 2 
PERMITS IN TRUST 

	

2.1 	Permit Trustee Holds Permits 

(a) Permit Trustee acknowledges and declares that it holds and stands possessed of 
the Permits in trust for and on behalf of Beneficiary for the sole use, enjoyment 
and benefit of Beneficiary, and further acknowledges that all benefit and 
advantage accruing to the Permits shall be held by Permit Trustee in trust for 
Beneficiary. 

(b) Permit Trustee agrees that it will not sell, assign, transfer, convey, encumber, or 
surrender the Permits except upon the written instructions of Beneficiary. 

(c) Permit Trustee does not purport to, either expressly or by implication, warrant or 
guarantee title in and to the Permits. 

(d) Beneficiary consents to the appointment of Permit Trustee as bare trustee of the 
Permits, and shall perform, observe and comply with the covenants, terms and 
conditions pertaining to the Permits. Permit Trustee shall perform, observe and 
comply with the covenants, terms and conditions pertaining to the Permits as 
directed by Beneficiary. 

	

2.2 	Copies and Access 

(a) 	Permit Trustee shall provide Beneficiary in a timely manner with copies of all 
notices, orders, directives, documents and other correspondence received by 
Permit Trustee that pertain to the Permits, and shall respond promptly to such 
notices, orders, directives, documents and other correspondence pursuant to 
written instructions from Beneficiary, provided such instructions are received in a 
timely fashion. 

(6) 	Permit Trustee shall provide Beneficiary with access, during normal business 
hours, to all information. data, notices and records in Permit Trustee's custody or 
control, or to which Permit Trustee has access, respecting the Permits. 

ARTICLE 3 
LICENSE TRANSFERS 

	

3.1 	License Transfer Requirement 

(a) 	During the Trust Period, and as soon as possible following the most recent 
monthly publication by the BCOGC of the LMR associated with the Permits, each 
of Permit Trustee and Beneficiary shall, within three (3) Business Days, notify the 
other in writing whether it is BCOGC License Transfer Compliant. 

(b) 	Upon Beneficiary notifying Permit Trustee that Beneficiary is BCOGC License 
Transfer Compliant and able to make any required Security Deposit with the 



- 5 - 

BCOGC, if required, Permit Trustee shall submit to the BCOGC the required 
applications for the transfer of the Permits from Permit Trustee to Beneficiary (the 
"Permit Transfer Requirement"). 

(c) Upon Permit Trustee transferring and conveying the Permits pursuant to 
subsection 3.1(b), Beneficiary shall, forthwith and on a best effo rts basis, at 
Beneficiary's own cost, do such further acts and execute and deliver all such 
further assurances, deeds transfers, conveyances and documents as shall be 
necessary or desirable to give effect to the transfer and conveyance of the Permits 
including making such deposits, providing such undertakings, information or 
other documentation or taking any action as a condition of or a prerequisite under 
Applicable Law for the approval of the transfer of any Permits. 

(d) Beneficiary shall have the right, at any time and from time to time prior to the 
termination of this Agreement, exercisable by Beneficiary notifying Permit 
Trustee in writing to accept from Permit Trustee all or some of the Permits, (the 
"Permit Option"). In the event Beneficiary exercises the Permit Option, Permit 
Trustee and Beneficiary shall, forthwith and on a best efforts basis, at 
Beneficiary's own cost, do such further acts and execute and deliver all such 
further assurances, conveyances and documents as shall be necessary or desirable 
to give effect to the transfer and conveyance of the applicable Permits including, 
taking all steps as may be required, including making such deposits (except if the 
deposit is required by the BCOGC to be made by Permit Trustee, in which case 
Section 3.2(c) shall apply), providing such undertakings, information or other 
documentation or taking any action as a condition of or a prerequisite under 
Applicable Law or otherwise under this Agreement for the approval of the 
License Transfers, provided that, in the event that Beneficiary has elected to 
acquire less than all of the then-outstanding Permits, then which Permits, if any, 
to be transferred shall be at the discretion of Permit Trustee, acting in a 
commercially reasonably manner. 

3.2 	License Transfer Process 

(a) Within five (5) Business Days following receipt of Beneficiary's notice under 
Sections 3.1(b) or (d) or in accordance with Section 3.3, Permit Trustee shall 
prepare and where applicable, electronically submit an application to the 
Governmental Authority for the License Transfers and Beneficiary shall, where 
applicable, electronically ratify and sign such application. 

(b) Should any Governmental Authority deny the License Transfers because of 
misdescription or other minor deficiencies in the application, Permit Trustee shall 
within five (5) Business Days correct and re-submit the application for the 
License Transfers and Beneficiary shall electronically ratify and sign such 
application. 

(c) 	If, for any reason, a Governmental Authority requires a Pa rty to make a deposit or 
furnish any other form of security in order to approve the License Transfers, such 
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Party shall immediately either: (i) make such deposit; or (ii) furnish such other 
form of security as the Governmental Authority requires. 

(d) If a Party (for purposes of this subsection 3.2(d), the "Defaulting Pa rty") fails to 
make a deposit or furnish security it is required to make or furnish under 
Section 3.2(c) within ten (10) days of the Defaulting Party's receipt of notification 
from the Governmental Authority that such deposit or security is required, the 
other Party (for purposes of this subsection 3.2(d), the "Non-Defaulting Party") 
shall have the right to make such deposit or furnish such security. In such event, 
the Defaulting Party shall (as applicable) reimburse the amount of such deposit or 
the costs of such security to the Non-Defaulting Pa rty plus interest thereon at the 
Prime Rate plus four percent (4%) from the date such deposit or security is made 
or furnished by the Non-Defaulting Pa rty until such reimbursement is made and, 
in the case of security, cause the security to be returned to the Non-Defaulting 
Party  as soon as possible and indemnify the Non-Defaulting Pa rty for the amount 
and costs of any draws on the security plus interest thereon at the Prime Rate plus 
four percent (4%) from the date such draw is made until such indemnification is 
made. In addition to all other rights to enforce such reimbursement otherwise 
available to the Non-Defaulting Party, it shall have the right to set-off the amount 
of such reimbursement or indemnification (including interest) against any other 
monies due to the Defaulting Pa rty pursuant to this Agreement. 

(e) In the event that Beneficiary is a Defaulting Party pursuant to Section 3.2(d) or 
fails to make any payments set forth in A rticle 4, and such default or failure to 
pay continues for a period of at least thirty (30), in addition to any other rights 
available to Permit Trustee hereunder, Permit Trustee shall be entitled, in its sole 
discretion, to elect, by notice in writing, to invoke the Permit Transfer 
Requirement, notwithstanding that the transaction(s) resulting from Permit 
Trustee's election to do so would result in Beneficiary not being BCOGC License 
Transfer Compliant and, upon Permit Trustee making such election, the 
provisions of Section 3.1(c) shall apply. 

3.3 	Outside Date 

At the occurrence of the Outside Date or in the event of a Change of Control, Permit Trustee 
shall be entitled, in its sole discretion, to elect, by notice in writing, to invoke the Permit Transfer 
Requirement notwithstanding that the transaction(s) resulting from Permit Trustee's election to 
do so would result in Beneficiary not being BCOGC License Transfer Compliant and, upon 
Permit Trustee making such election, the provisions of Section 3.1(c) shall apply. For the 
purposes of this Section, "Change of Control" means any transfer, sale, assignment, merger or 
other consolidation or combination of Beneficiary with another corporation or other entity or 
other disposition of shares having the result (directly or indirectly) in a change of the person or 
persons exercising or who might exercise control over the powers, authority and business affairs 
of Beneficiary or its successor. The provisions of this Section 3.3 shall apply regardless of the 
amount of any deposit Beneficiary is required to pay to the BCOGC. 
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ARTICLE 4 
COSTS AND FEES 

	

4.1 	Costs of Administration 

From and after the completion of the License Transfers from Penn West to Permit Trustee, 
Beneficiary shall, on a monthly basis thereafter, pay to Permit Trustee a fixed administrative fee 
equal to: 

(a) for months 1-3: thirty-five thousand dollars ($35,000) per month; 

(b) for months 4-6: seventy-five thousand dollars ($75,000) per month; 

(c) for months 7-9: one hundred thousand dollars ($100,000) per month; 

(d) for months 10-12: one hundred twenty thousand dollars ($120,000) per month; 

(e) for months 12-15: one hundred thirty-eight thousand dollars ($138,000) per 
month; 

(f) for months 16-20: two hundred thousand dollars ($200,000) per month; and 

(g) for months 21-24: two hundred seventy-five thousand dollars ($275,000) per 
month, 

plus any reasonable costs incurred by Permit Trustee as a result of Permit Trustee holding the 
Permits in trust for Beneficiary. 

	

4.2 	Invoicing 

(a) Permit Trustee shall invoice Beneficiary from time to time, but in any event no 
more frequently than monthly, when it incurs costs pursuant to this Agreement. 

(b) Beneficiary shall pay all such invoices within thirty (30) days after the date of 
receipt of an invoice issued in accordance with Section 4.2(a). 

(c) If Beneficiary fails to pay any payment or billing contemplated hereunder on the 
date upon which such payment is due, the unpaid amount shall bear interest 
following from such due date at the Prime Rate plus two percent (2%) per annum, 
compounded monthly. The obligation to pay interest shall apply until the unpaid 
amount is paid in full to Permit Trustee, and shall not merge into a judgment for 
principal and interest, or either of them. This Section 4.2(c) shall be without 
limitation to Permit Trustee's other rights hereunder or otherwise held at law or 
equity. 

(d) Invoices issued hereunder shall survive the termination of this Agreement, and 
shall be deemed to be validly issued after termination to the extent Permit Trustee 
is entitled to amounts owing in accordance with the terms hereof. 
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4.3 	Cash Flow Allocation 

(a) Beneficiary hereby agrees from the date hereof until the earlier of the Outside 
Date and the termination of this Agreement, twenty-five percent (25%) of 
Beneficiary's monthly Net Cash Flow derived from operations on the Assets, as 
determined under the AOS prepared in respect thereof and reviewed and approved 
by the Monitor, shall be paid to, and held in a segregated account of Beneficiary, 
in respect of which a blocked account agreement shall be established, which is 
acceptable to the Secured Creditor (the "Segregated Account"), acting 
reasonably„ with such cash to be solely allocated by Beneficiary, and as agreed to 
by Permit Trustee, acting reasonably, to a combination of: (i) Abandonment and 
Reclamation Obligations of the Assets subject to the Permits or otherwise 
addressing Environmental Liabilities in respect thereof, and (ii) expenditures on 
oil and gas activities designed to increase production from the reserves on the 
Assets subject to the Permits. 

(b) Commencing on the thirteenth (13' h) month following the date hereof until the 
earlier of the Outside Date and termination of this Agreement, in addition to the 
amounts segregated in the Segregated Account pursuant to Section 4.3(a), twenty-
five percent (25%) of Beneficiary's monthly Net Cash Flow derived from 
operations of the Assets as determined under the AOS prepared in respect thereof 
and reviewed and approved by the Monitor, shall be paid to, and held in the 
Segregated Account, as security in respect of the Security Deposit. . 

(c) Beneficiary agrees that, in connection with the Monitor, that it shall calculate 
monthly Net Cash Flow promptly and in any event no Iater than 30 days 
following the end of each month. All amounts to be paid by Beneficiary into the 
Segregated Account under this Section 4.3 shall be paid immediately upon the 
determination of monthly Net Cash Flow and in any event within 30 days 
following the end of each month. Beneficiary shall provide Permit Trustee with 
monthly asset operating statements and statement of funds placed in the 
Segregated Account. 

(d) The Beneficiary hereby commits to using commercially reasonable effo rts to, as 
soon as reasonably practicable and on commercially reasonable terms, enter into 
net hedge positions for the Petroleum Substances from the Assets, with no less 
than a forty percent (40%) net hedge position of anticipated production for the 
first twelve (12) months following the date hereof and no less than a thirty percent 
(30%) net hedge position of any anticipated production after the first twelve (12) 
months following the date hereof. 

	

4.4 	OGI Payments 

In the event that Beneficiary is unable to, or for any reason does not, make any payment 
contemplated in this Agreement, including the payments outlined in Sections 3.2(c), 4.1 or 4.3 
or any Security Deposit with the BCOGC, OGI hereby acknowledges and agrees that OGI shall 
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be solely liable for making any such payment or Security Deposit on behalf of Beneficiary, as 
though OGI itself were required to make such payments. 

ARTICLE 5 
INDEMNIFICATION AND LIABILITY 

	

5.1 	Indemnification of Permit Trustee 

Beneficiary and OGI covenant and agree with Permit Trustee to be jointly and severally liable to 
Permit Trustee for, and in addition, to indemnify and save harmless Permit Trustee and its directors, 
officers, employees and agents from and against, any and all liability, loss, costs, claims, damages 
and expenses including, without limitation, all penalties, fines, court costs, legal costs (on a solicitor 
and his own client basis), lessor royalties, accountant and other professional expenses, claims or 
damages whatsoever arising as a result of Permit Trustee holding the Permits in trust, unless caused 
by the gross negligence or willful misconduct of Permit Trustee or its agents. 

	

5.2 	Liability of Parties 

The parties confirm that any failure by a party to transfer or receive, as applicable, the 
conveyance and assignment of the Permits from Permit Trustee as and when required hereunder, 
will result in irreparable harm to the other party, which harm could not be adequately 
compensated by monetary damages. Accordingly, each party agrees that the other party shall be 
entitled to interim or permanent injunctive relief, specific performance or other equitable 
remedies in addition to any other relief to which such other party may be entitled under 
Applicable Law in respect of such failure to receive or accept conveyance and assignment of the 
Perm its. 

ARTICLE 6 
NOTICES 

	

6.1 	Notices 

(a) 	The addresses for service and the fax numbers of the pa rt ies hereto shall be as 
follows: 

Permit Trustee: 	Predator Oil BC Ltd. 
1600, 250 2nd  Street S.W. 
Calgary, AB T2P OC l 

Attention: 	Greg MacDonald, President & COO 
Email: 	Greg.MacDonald vi'PredatorOil.com 

Beneficiary: Ranch Resources Corporation 
1200, 815 — 8th  Avenue S.W. 
Calgary, AB T2P 3P2 

Attention: 	Ryan Tobber 
Email: 	ryan.tobberta!opsmobil.com 
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OG1: 	OpsMobil Group Inc. 
1200, 815 — 8th Avenue SW 
Calgary, AB T2P 3P2 

Attention: 	Ryan Tobber 
Email: 	ryan.tobber@opsmobil.com  

(b) 	All notices, communications and statements required, permitted or contemplated 
hereunder shall be in writing, and shall be delivered as follows: 

(i) by personal service on a party hereto at the address of such party set out 
above, in which case the item so served shall be deemed to have been 
received by that party when personally served; 

(ii) by electronic transmission to a party hereto to the e-mail address of such 
party set out above, in which case the item so transmitted shall be deemed to 
have been received by that party when transmitted; 

(iii) except in the event of an actual or threatened postal strike or other labour 
disruption that may affect mail service, by mailing first class registered post, 
postage prepaid, to a party hereto at the address of such party set out above, 
in which case the item so mailed shall be deemed to have been received by 
that party on the fifth day following the date of mailing (the date of mailing 
being the day immediately prior to the postmarked date of the envelope 
containing the notice, communication or statement or if the subject envelope 
has been lost or destroyed, the date of such notice, communication or 
statement or if undated the date of the transmittal letter accompanying the 
same). 

(c) 	A party hereto may from time to time change its address for se rv ice or its fax 
number or both by giving written notice of such change to the other party hereto 
in accordance herewith. 

ARTICLE 7 
TERM AND TERMINATION 

7.1 	Termination 

This Agreement shall remain in full force and effect for so long as  the Permits, or any part or 
portion thereof, is held in trust by Permit Trustee for Beneficiary, and thereafter until all accounts 
between Permit Trustee and Beneficiary, or Permit Trustee and OGI, if applicable, have been 
settled. 



ARTICLE 8 
GENERAL 

	

8.1 	Assignment and Enurement 

(a) A party hereto may only assign this Agreement with the prior written consent of 
the other party. 

(b) This Agreement shall be binding upon and shall enure to the benefit of each of the 
parties hereto and their respective administrators, trustees, receivers, successors and 
permitted assigns. 

	

8.2 	Entire Agreement 

(a) This Agreement contains the entire agreement between the pa rt ies hereto in 
respect of the trust provided for herein and, except as expressly provided for in 
the Sale Agreement, there are no representations, warranties or agreement, 
collateral or otherwise, other than as expressed herein. 

(b) This Agreement supersedes all other trust agreements between the parties hereto 
with respect to the Permits. 

	

8.3 	Governing Law 

This Agreement shall be construed in accordance with the laws of the Province of Albe rta and the 
federal laws of Canada applicable therein, and each party hereby attorns to the exclusive jurisdiction 
of the courts of the Province of Alberta and all courts of appeal therefrom. 

	

8.4 	Counterpart Execution 

This Agreement may be executed in counterparts, including by electronic means, and all 
counterparts together shall constitute one agreement. No party shall be bound until all parties have 
executed this Trust Agreement. 

	

8.5 	Further Assurances 

Each party hereto will, from time to time and at all times hereafter upon request, without further 
consideration, do such further acts and deliver all such further assurances, deeds and documents as 
shall be reasonably required in order to fully perform and car ry  out the terms of this Agreement. 

8.6 	Severability 

In case any of the provisions of this Agreement should be invalid, illegal or unenforceable in any 
respect, the validity, legality or enforceability of the remaining provisions contained herein shall not 
in any way be affected or impaired thereby. 

IN WITNESS WHEREOF the pa rties hereto have executed this Agreement as of the date first 
above written. 
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PREDATOR OIL BC LTD. RANCH RESOURCES CORPORATION 

Per:  	 Per: 
Graydon Glans 

Chief Financial Officer 
Per:  	Per: 	  

OPSMOBIL GROUP INC. 

Per: 

RYAN TOWER 
Per: 	 President & CEO  

RYAN TOSSER 
President & CEO 



















































2

TABLE OF CONTENTS

INTRODUCTION ............................................................................................................................. 3

BACKGROUND .............................................................................................................................. 4

PURPOSE ..................................................................................................................................... 4

TERMS OF REFERENCE AND DISCLAIMER ....................................................................................... 5

NOTICE TO CREDITORS ................................................................................................................. 5

USE OF INTERIM FINANCING UNDER APPROVED UNDER INITIAL ORDER ........................................... 5

MATERIAL ADVERSE CHANGE ........................................................................................................ 6

REQUEST FOR THE TERMINATION OF THE CCAA PROCEEDINGS ....................................................... 8

RECOMMENDATION ....................................................................................................................... 9

 APPENDIX

APPLICANTS’ CASH FLOW PROJECTION ........................................................................ APPENDIX A



3

INTRODUCTION

1. On July 4, 2018, the Court of Queen’s Bench of Alberta (the “Court”) granted an Order (the

“Interim Stay Order”) approving, amongst other things, an interim stay of proceedings up to

July 10, 2018 (the “Interim Stay Period”) with respect to the Applicants, namely Ranch Energy

Corporation (“Ranch”), OpsMobil Inc. (“OpsMobil”), 1734163 Alberta Inc. (“1734 AB”),

1859821 Alberta Inc. (“1859 AB”), OpsMobil Group Inc. (“Ops Group”), OpsMobil Construction

Inc. (“Ops Construction”), OpsMobil Energy Services Inc. (“Ops Services”), Air Dallaire Ltd. (“Air

Dallaire”) and K.L. Capital Corp. (“KLCC”) (collectively the “Applicants”). Ops Group, Ops

Construction, Ops Services, Air Dallaire and KLCC are collectively referred to as “OpsMobil”.

2. The Interim Stay Order further approved interim financing up to the amount of $856,000 (the

“Interim Borrowings”) to be advanced from Third Eye Capital Corporation (“TEC”) to fund critical

payables during the Interim Stay Period. The Interim Borrowings are secured by a first ranking

charge on the property of the Applicants approved by the Interim Stay Order.

3. On July 10, 2018 (the “Filing Date”), the Applicants sought and obtained protection pursuant

to the Companies’ Creditors Arrangement Act, R.S.C. 1985, C-36, as amended (the "CCAA")

pursuant to an Order of this Honourable Court (the “Initial Order”).

4. Pursuant to the Initial Order:

a) Ernst & Young Inc. was appointed as Monitor (“EY” or the “Monitor”) of the Applicants;

b) A stay of proceedings was granted as against the Applicants and the Monitor up to and

including July 20, 2018 (the “Initial Stay Period”);

c) The Applicants were authorized to borrow interim financing of $1,356,000 (the “Interim

Loan”) from TEC pursuant to the interim lending credit facility. The Interim Loan is the

aggregate of the Interim Borrowings approved by the Interim Stay Order and authorized

borrowings of an additional $500,000 to fund the Applicants during the Initial Stay Period;

and

d) The Interim Loan is secured by a first ranking charge (the “Interim Lender’s Charge”) over

the property of the Applicants.
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BACKGROUND

5. The Applicants’ businesses are segregated between natural gas production & processing and

oilfield services, as follows:

a) Ranch is the operator or has a working interest in approximately 1,600 oil and gas wells in

northeast British Columbia and owns and operates a gas processing plant in the Wildboy

district of British Columbia (collectively, the “PNG Assets”).  All  of  Ranch’s  oil  and  gas

properties were acquired from Predator Oil BC Ltd. (“Predator”) on July 10, 2017. The

permits associated with the PNG Assets continue to be held by Predator pursuant to a trust

agreement as Ranch was not qualified to hold the permits under British Columbia Oil and

Gas Commission (“BCOGC”) regulations; and

b) OpsMobil are a group of oilfield service companies that provided construction, aviation and

energy services in the oil and gas sector. As at the Filing Date, OpsMobil had 45 employees

which were providing operating and oilfield services to Ranch and OpsMobil  had no other

active material business ongoing.

6. The Applicants’ business was negatively impacted by the depressed economic climate in the oil

and gas industry as a result of low oil & gas commodity prices.

PURPOSE

7. The purpose of this first report of the Monitor (the “First Report”) is to provide the Court with

the Monitor’s comments on:

a) The notices issued by the Monitor to the creditors of the Applicants in accordance with the

Initial Order and other activities undertaken by the Monitor;

b) The Applicant’s failure to secure additional Interim Financing which constitutes a material

adverse  change  within  these  CCAA Proceedings  as  the  Applicants  do  not  have  sufficient

liquidity to operate beyond July 20, 2018 as evidenced by the Applicants’ cash flow forecast

(the  “Cash Flow Projection”)  for  the  period  of  July  21,  2018  to  August  4,  2018  (the

“Forecast Period”);

c) The impact of the current circumstances on the Applicants including the Applicants’

inability, without further financing, to either continue to operate or conduct a safe shut-in

of its active oil and gas operations in north eastern British Columbia; and

d) The Monitor’s recommendation to terminate these CCAA proceedings.
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TERMS OF REFERENCE AND DISCLAIMER

8. In preparing this First Report, the Monitor has been provided with, and has relied upon, unaudited

financial information, the Applicants’ books and records, financial information prepared by the

Applicants and discussions with Applicants’ management (“Management”) (collectively the

“Information”).

9. Capitalized terms not defined in this report or the Appendices hereto are as defined in the Initial

Order or the Affidavits of Mr. Ryan Tobber dated July 3 and 8, 2018.

10. All references to dollars are in Canadian currency unless otherwise noted.

NOTICE TO CREDITORS

11. Pursuant to the terms of the Initial Order and in accordance with the CCAA, on July 16 and 17,

2018,  the  Monitor  mailed  a  notice  (the  “Initial Filing Notice”) to approximately 684 parties

comprising every creditor known to the Applicants to have a claim of more than $1,000 against

the Applicants, notifying the creditors of the issuance of the Initial Order and advising that a copy

of the Initial Order is available on the Monitor’s website.

12. The Initial Filing Notice also advised that if a creditor was unable to obtain a copy of the Initial

Order from the Monitor’s website, it could request a copy to be delivered to it.

13. The  Monitor  published  notice  of  the  Initial  Order  in  accordance  with  the  CCAA in  the Calgary

Herald and Daily Oil Bulletin on July 17, 2018 and has arranged to publish notice again on July

24, 2018.

USE OF INTERIM FINANCING UNDER APPROVED UNDER INITIAL ORDER

14. In accordance with the Initial Order, the Monitor has opened separate trust accounts (the “Trust

Accounts”) for Ranch and OpsMobil to hold all revenue and funds received by the Applicants and

permit payment from such account to pay amounts contemplated by the Cash Flow Statements,

provided that payment of such amounts are approved in advance by the Monitor.

15. The amount of $500,000, as approved pursuant to the Initial Order, was advanced by TEC on

July  16,  2018  and  deposited  into  the  Trust  Accounts.  In  order  to  maintain  operations,  the

Applicants, with the approval of the Monitor, have directed payments to be issued from the Trust

Deposits for deposits and expenses arising subsequent to the Filing Date.

16. The major categories of expenses that have been committed to be paid by the Applicants with
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the Interim Financing, and approved by the Monitor, are as follows:

a) Payroll due on July 20, 2018 of approximately $200,000;

b) Premiums associated with renewing the Applicant’s general commercial and property

insurance of $125,000;

c) A helicopter charter of $53,000 to access remote well-sites for a two week period;

d) Office rent of $25,000; and

e) A charter flight to change the shift crew at the Wildboy Plant of $12,000.

17. Additional field expenses (camp expenses, fuel, chemicals, etc.) are expected to exhaust the

remaining funds available from the Interim Financing during the week ended July 20, 2018.

18. The  Applicants,  with  the  assistance  of  the  Monitor,  have  issued  notices  to  debtors  with

receivables owed to the Applicants as at the Filing Date directing that payments to the Applicants

be directed to the Monitor to be deposited in the Trust Accounts pursuant to the Initial Order.

19. The Applicants are not forecast to collect additional receipts until oil and gas production for June

2018 is collected on July 25, 2018.

MATERIAL ADVERSE CHANGE

20. The  Applicants,  with  the  assistance  of  the  Monitor,  have  been  preparing  revised  cash  flow

forecasts (the “Revised Cash Flow Projections”) to evaluate the borrowings required to finance

the operations of the Applicants during a proposed sale and investment solicitation process

(“SISP”) under these CCAA Proceedings. Under the proposed SISP, the Applicants would solicit

offers to acquire all or some of the property and/or invest in the business of the Applicants.

21. The Revised Cash Flow Projections evidence that the borrowings required to complete a SISP

through these CCAA proceedings would be materially higher than identified in the Applicants’

13-week cash flow forecast attached at appendix ‘B’ and ‘C’ to the Pre-filing Report of the then

proposed monitor, Alvarez & Marsal Canada Inc., dated July 3, 2018.

22. As  TEC  is  the  primary  secured  lender  to  the  Applicants  and  provided  the  Interim  Financing

pursuant to the Interim Stay Order and Initial Order, the Applicants, with the assistance of the

Monitor, have been in discussions with TEC concerning the Revised Cash Flow Projections and
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TEC additional Interim Financing to permit the Applicants to complete the proposed SISP.

23. On July 18, 2018, TEC presented proposed terms of an interim financing credit agreement (the

“Proposed Interim Financing”) to the Applicants. The Applicants requested certain amendments

to the Proposed Interim Financing. In response TEC advised the Applicants later on July 18, 2018

that the Proposed Interim Financing was withdrawn and that TEC would be seeking an Order

terminating the CCAA proceedings of the Applicants and appointing Ernst & Young Inc. as the

receiver and manager of the Applicants.

24. The Monitor understands that TEC will commit sufficient borrowings to a Receiver to continue to

operate the business of the Applicants under a proposed SISP to be undertaken by a Receiver.

25. As  at  the  Filing  Date,  Management  of  the  Applicants  advised  the  Monitor  that  they  had  also

initiated discussions with two specialty lenders known to provide interim financing to companies

in CCAA proceedings.

26. The Monitor understands that term sheets presented by the alternative lenders are subject to

further due diligence and therefore, the Monitor is of the opinion that sufficient borrowings will

not available to the Applicants by July 20, 2018, the date that the Applicants are forecast to

exhaust their cash.

IMPACT OF CURRENT CIRCUMSTANCES

27. Based on the above-noted changes to the Applicants’ operations, the Applicants have prepared

the Cash Flow Projection which has been attached hereto as Appendix “A”.

28. The  Cash  Flow  Projection  indicates  that  the  Applicants  will  be  cash  flow  negative  over  the

Forecast Period by a total of approximately $1.4 million, as follows:

Applicants Exhibit 1.0
Summary of cash flow statements from July 21, 2018 to August 4, 2018
$000's, CAD

Applicant Appendix Opening Receipts Disbursements Interim Ending
Cash Financing Cash

Applicants1 A - 886 (2,244) 1,400 42
1 Consolidated cash flow forecast of: Ranch Energy Corporation, OpsMobil Group Inc., OpsMobil
Inc., OpsMobil Construction Inc., OpsMobil Energy Services Inc., K.L. Capital Corp., Air Dallaire
Ltd., 1734163 Alberta Inc. and 1859821 Alberta Inc.
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29. As  identified  by  the  Revised  Cash  Flow  Projections,  the  Applicants  do  not  have  the  Interim

Financing required to operate beyond the Initial Stay Period of July 20, 2018.

Safe Shut-in of PNG Assets

30. Without interim financing, the Applicants will not be able to maintain its operations and will be

required to cease operating its active PNG Assets which include, but are not limited to, the

following:

a) 374 wells in the Wildboy District of British Columbia operated by the Applicants;

b) 554 wells in the Fort St. John District of British Columbia operated by the Applicants;

c) 58 operated facility and stations at various locations;

d) A gas processing plant located at tl-75-A/094-P-10 in Helmet, British Columbia; and

e) Over 900 km of pipeline in northeast British Columbia.

31. The Applicants’ PNG Assets are regulated by the BCOGC, among other regulatory bodies. BCOGC

regulations cover virtually all aspects of the Applicants’ operations, including in the event that

operations are temporarily or permanently halted.

32. As noted above, if additional Interim Financing is not secured the Applicants will not have access

to the necessary funding to continue operations or to cease operating and safely shut down.

REQUEST FOR THE TERMINATION OF THE CCAA PROCEEDINGS

33. Pursuant to the Initial Order, as amended, the Stay Period continues to and including July 20,

2018. The Monitor understands that TEC will seek an Order (the “CCAA Termination Order”) of

this Honourable Court terminating these CCAA proceedings effective July 19, 2018.

34. The Monitor supports TEC’s request for the CCAA Termination Order, and believes that the CCAA

Termination Order is necessary given, given, among other things:

a) That the Applicant’s Cash Flow Projections demonstrates required interim financing of $1.4

million to operate during the Forecast Period and no interim financier is in place or available

to fund the CCAA;

b) The further stay extension sought by the Applicants will not be supported by TEC, the
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Applicants’ primary secured creditor prior to these proceedings and Interim Lender under

the Interim Financing; and

c) The Applicants have insufficient funding to complete a safe shut-in of the PNG Assets and

the CCAA Termination Order will  permit TEC to appoint a Receiver,  under which TEC has

committed to provide the Receiver with sufficient borrowings to operate the PNG Assets in

accordance with BCOGC Regulations.

RECOMMENDATION

35. The Monitor respectfully recommends that this Honourable Court approve the CCAA Termination

Order.

Dated at Calgary, this 18th day of July, 2018.

ERNST & YOUNG INC.
in its capacity as the
Monitor of the Applicants

Neil Narfason, CPA, CA, CIRP, LIT, CBV Peter Chisholm, CPA, CA, CIRP, LIT
Senior Vice-President Vice-President



APPENDIX A

APPLICANTS’ CASH FLOW PROJECTIONS



Applicants Appendix A
Cash flow forecast for the period of July 21, 2018 to August 4, 2018
$000's, CAD

Week 1 Week 2 Total
Week ended 28-Jul 04-Aug 2 weeks
Oil and gas receipts 541 - 541
Liquids receipts 210 - 210
Joint interest billings 25 - 25
Total Ranch receipts 776 - 776

Field operating costs - (40) (40)
Reactivation, maintenance and regulatory - (341) (341)
Transportation costs (655) - (655)
Royalties, surface and mineral (Crown and freehold) (45) - (45)
Regulatory - (50) (50)
Joint interest billings - (60) (60)
General and administrative expenses (100) (15) (115)
Contract accounting and asset management - (63) (63)
Contingency (50) (50) (100)
Total Ranch disbursements (850) (619) (1,469)

Net change in cash from Ranch operations (74) (619) (693)

Other 110 - 110
Total OpsMobil receipts 110 - 110

Salaries, wages and source deductions - (230) (230)
Field operating costs (10) (25) (35)
General and administrative expenses - (55) (55)
Contingency (50) - (50)
Total OpsMobil disbursements (60) (310) (370)

Net change in cash from OpsMobil operations 50 (310) (260)

Net change in cash from consolidated operations (24) (929) (953)

Restructuring costs (310) (95) (405)

Total net change in cash (334) (1,024) (1,358)
Opening cash balance - 1,066 -
Interim Financing borrowing 1,400 - 1,400
Ending cash balance 1,066 42 42Ending cash balance
Interim Financing
Opening borrowing balance 1,356 2,756 1,356
Borrowing 1,400 - 1,400
Ending borrowing balance 2,756 2,756 2,756

This represents the consolidated cash flow forecast of the Applicants: Ranch Energy Corporation,
OpsMobil Group Inc., OpsMobil Inc., OpsMobil Construction Inc., OpsMobil Energy Services Inc., K.L.
Capital Corp., Air Dallaire Ltd., 1734163 Alberta Inc. and 1859821 Alberta Inc.

The forecast has been prepared solely for the Company's CCAA filing to determine liquidity requirements.
Since the projections are based on assumptions regarding future events, actual results will vary from the
information presented, and the variations may be material. Consequently, readers are cautioned that it
may not be appropriate for other uses.


