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INTRODUCTION, BACKGROUND, AND PURPOSE OF THE REPORT

1.

On January 10, 2019, pursuant to an application made by ATB Financial ("ATB") in
respect of Kodiak Services Partnership, Kodiak Wireline Services Ltd., Kodiak Energy
Solutions Ltd., Kodiak Tools Ltd. and 1623360 Alberta Ltd. (hereinafter collectively
referred to as the “Current Receivership Entities”), Ernst & Young Inc. (“"EY" or the
"Recelver"”) was appointed as Receiver of the Current Receivership Entities by virtue of
an order (the “Receivership Order") granted by the Court of Queen's Bench of Alberta.

The Current Receivership Entities provided wireline services to customers in the oil and
gas industry, which services included oil well completion using perforating guns and
numerous oil well testing services. The Current Receivership Entities historically
operated throughout Northern Alberta, Saskatchewan and British Colombia. As at the
date of the Receivership Order, The Current Receivership Entities’ operations were
exclusively in Alberta. The Current Receivership Entities had offices/shops in Calgary,
Red Deer, St. Albert, Slave Lake, Whitecourt and Provost, Alberta.

The Receiver understands that Kodiak Services USA Inc. ("Kodiak USA"), Kodiak
Services Mexico SA DE CV (“Kodiak Mexico”) and Kodiak Services Int'l Inc. ("Kodiak
INT”) are each wholly owned subsidiaries of the Current Receivership Entities. Any
reference to the Current Receivership Entities, Kodiak USA, Kodiak Mexico and Kodiak
INT, as a group shall hereinafter be referred to as the “Kodiak Companies”, which
reflects the interconnected nature of the operations of these entities.

For the balance of this report, the use of the term "Management” will be used to refer
generally to any or all of individuals who comprise the management team of the Kodiak
Companies (unless specifically stated otherwise).

The Receiver is advised by Management that Kodiak Mexico does not currently have any
assets nor operations.

The Receiver understands that Kodiak INT is currently operating in Colombia (South
America), but has scaled back operations due to cash flow constraints. Management
advised that Kodiak INT has assets in Colombia; however, it is the Receiver's
understanding that all of the assets in Colombia are encumbered either by Export
Development Canada ("EDC") or by Colombian finance / leasing companies. Further
confirmation of these facts is required.

The Receiver has been advised by Management that Kodiak USA has also ceased
operations at present and that all of Kodiak USA’s significant physical assets are located
in its fenced premises in Midland, Texas. Further, the Receiver was advised that a
number of the Current Receivership Entities’ assets, which are subject to ATB or Calmont
Leasing Ltd. ("Caimont") security had been re-located from Canada to the USA and were
being used by Kodiak USA to conduct its operations in the Permian Basin. The Receiver
has been advised that titie to these units may have been transferred among the Kodiak
Companies, including potentially to Kodiak USA, however further investigation is
required to confirm the facts surrounding any such transfers.

The purpose of this brief report (the “Receiver's First Report”) is simply to provide
support in relation to ATB's application, set for March 13, 2019, to expand the
receivership proceedings for the Current Receivership Entities to include Kodiak USA.
For the Court’s reference, the Recelver has completed the necessary conservatory
measures and commenced a sales process in relation to the assets of the Current
Receivership Entities, the details of which will be discussed in detail in a future report to
the Court.




DISCLAIMER

9.

In preparing the Receiver's First Report, the Receiver has relied upon unaudited financial
information of the Current Receivership Entities, the books and records, certain financial
information prepared by the Current Receivership Entities and discussions with
Management. The Receiver has not audited, reviewed or otherwise attempted to verify
the accuracy or completeness of the information provided. Accordingly, the Receiver
expresses no opinion or other form of assurance on the information contained in this
report or relied upon in its preparation. Future oriented financial information reported
or relied on in order to prepare this report is based on Management's assumptions
regarding future events; actual results will vary from forecast, and such variations may
be material.

EXPANSION OF THE RECEIVERSHIP PROCEEDINGS TO KODIAK USA

10.

11,

12.

13.

14,

As noted previously in this report, based on conversations with Management, the
Receiver believes that certain of the Current Receivership Entities’ assets were moved
from Canada to the USA and that ownership (title) of these assets may have been
transferred to another of the Kodiak Companies, in particular Kodiak USA. The
Receiver's view is that further investigation is required to ascertain the details of any
purported transfer, and that expansion of the current receivership proceedings to
include Kodiak USA will facilitate such investigation, for the benefit of creditors of the
Current Receivership Entities and Kodiak USA.

As the Receiver is not currently appointed over Kodiak USA, it does not have the
authority to take possession, safeguard or otherwise deal with the Kodiak USA titled
assets while possible asset transfers among the Kodiak Companies are investigated.
Management in the USA has been cooperative and permitted the Receiver to send a
representative to attend site in order to inventory and photograph Kodiak USA's assets.
The Receiver engaged Ritchie Bros. Auctioneers ("RBA") in the USA to attend the site
for these purposes. Attached as Schedule “A” is RBA's inventory of the Kodiak USA
apparent assets with additional information compiled by the Receiver.

As noted in Schedule "A", the Receiver understands that in addition to ATB and Calmont,
EDC asserts an interest in the assets located at the Kodiak USA premises.

The Receiver has been assisting Kodiak USA, ATB, and EDC in discussions with a party
that has expressed an interest in buying certain of the Current Receivership Entities’
assets, as well as those of Kodiak USA. The proposed sale currently anticipates providing
the purchaser with free and clear title to the assets purchased and as such, in order to
complete the asset sale, expansion of the current receivership to include Kodiak USA and
a Vesting Order will likely be required. In the event that the proposed sale does not
proceed or fails to close, the assets of Kodiak USA, which is a subsidiary of the Current
Receivership Entities and whose operations are intertwined with those of the Current
Receivership Entities, would still have to be liquidated by some means, and the proceeds
derived therefrom distributed to stakeholders. In either case, the Receiver would require
expanded powers to assist in this regard.

Both ATB and EDC have indicated that they would like to realize on their security that is
currently located in the USA and in the possession of and titled to Kodiak USA. In order
to achieve this goal, and in light of the uncertainty regarding the transfers of property
between the Kodiak Companies, the Receiver believes it is necessary to expand the



current receivership proceedings to include Kodiak USA. Further, the Receiver expects
that a Chapter 15 Recognition Order will be sought in order to address the procedural
and creditor matters in the USA.

CONCLUSION

15. Based on the matters noted in this report, it is the opinion of the Receiver that expanding
the Receivership proceedings to include Kodiak USA is necessary in order to properly
safeguard, inventory and realize on the Kodiak USA assets, and potentially assets of the
Current Receivership Entitles, for the benefit of stakeholders. In addition, the Receiver
anticipates that other issues will arise in the USA that will require an expansion of the
receivership proceedings and recognition of the Canadian proceedings in the USA. Given
the limited involvement of the Receiver in relation to Kodiak USA to date, the receiver is
not certain of what other creditors or other issues may arise or exist in the
circumstances.

16. The Receiver respectfully submits that ATB's application to expand the Receivership
proceedings to include Kodiak USA is reasonable, appropriate, and required in the
circumstances.

Respectfully submitted this 11* day of March, 2019.

Ernst & Young Inc.

In its capacity as Receiver of

Kodiak Services Partnership, Kodiak Wireline Services Ltd.,
Kodiak Energy Solutions Ltd., Kodiak Tools Ltd., and
1623360 Alberta Ltd.

and not in its personal or corporate capacity

Per:

/s__cm_

Dan McCulloch, CIRP, LIT
Vice President




Schedule "A"
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