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INTRODUCTION 

1. On May 14, 2020 (the “Date of Filing”), Glenogle Energy Inc. and Glenogle Energy 

Limited Partnership (collectively “Glenogle”, the “Company” or the “Applicants”) 

obtained protection from their creditors through the filing of a Notice of Intention to 

Make a Proposal (the “NOI”) under Section 50.4(1) of the Bankruptcy and Insolvency 

Act, R.S.C. 1985, c.B-3, as amended (the “BIA”). 

2. Ernst & Young Inc. (the “Proposal Trustee”) was named as Proposal Trustee under the 

NOI. 

3. The purpose of this First Report of the Proposal Trustee under the NOI (the “First 

Report”) is to provide this Honourable Court with an update in respect of the following: 

a) Background information and a brief overview of the Applicants; 

b) The activities of the Proposal Trustee subsequent to the Date of Filing; 

c) An update on the business and financial affairs of the Company; 

d) Glenogle’s trust account agreement with Woodrush Royalty ULC, dated May 22, 

2020 (the “Woodrush Trust Account Agreement”); 

e) Glenogle’s selection and retention of a selling agent; 

f) The proposed key employee retention plan (the “KERP”) and key employee 

incentive plan (the “KEIP”) and the related court-ordered charge being sought by 

the Applicants; 

g) The Proposal Trustee’s report on the comparison of forecast to actual cash flow 

results since the Date of Filing; 

h) The Proposal Trustee’s comments on the updated cash flow statement for the 13-

week period ending September 6, 2020 (the “Cash Flow Statement #2” or the 

“CFS#2”); 

i) The Proposal Trustee’s comments with respect to the Company’s application for a 

45-day extension of time for filing its proposal from June 12, 2020 to July 27, 2020 

(the “Stay Extension”); and 
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j) The Proposal Trustee’s recommendations in respect of the foregoing, as applicable. 

TERMS OF REFERENCE 

4. In preparing this First Report, the Proposal Trustee has been provided with, and has 

relied upon, unaudited financial information, the Company’s books and records, financial 

information prepared by the Glenogle and discussions with its management 

(“Management”) (collectively, the “Information”). Except as described herein, in the 

Company’s cash flows: 

a) The Proposal Trustee has reviewed the Information for reasonableness, 

internal consistency and use in the context in which it was provided; 

however, it has not audited, reviewed or otherwise attempted to verify the 

accuracy or completeness of such information and, accordingly, the 

Proposal Trustee expresses no opinion or other form of assurance in 

respect of such Information contained in this First Report; and 

b) Some of the information referred to in this First Report consists of forecasts 

and projections. An examination or review of the financial forecast and 

projections, as outlined in the Chartered Professional Accountants Canada 

Handbook, has not been performed. 

5. Future oriented information referred to in this First Report was prepared based on 

Management’s estimates and assumptions. Readers are cautioned that since projections 

are based upon assumptions about future events and conditions that are not 

ascertainable, the actual results will vary from the projections and the variances could 

be significant. 

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

BACKGROUND 

7. Glenogle is a private oil and gas acquisition, development and production company based 

in Calgary, Alberta with eight employees and 11 contractors and subcontractors.  

Glenogle Energy Inc. is incorporated under the Alberta Business Corporations Act, R.S.M. 

2000, c.B-9 and Glenogle Energy LP is a Canadian Limited Partnership, which holds all 

operating assets. Glenogle Energy Inc. holds the operating liabilities and is the only 

creditor of Glenogle Energy LP.  
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8. 1651558 Alberta Ltd. (“165 Alberta”) is a wholly owned subsidiary of Glenogle Energy 

Inc. and is the general partner of Glenogle Energy LP.  165 Alberta was originally one of 

the partner companies that owned FJ Resources LP (acquired by Glenogle in 2014) and 

has been maintained for tax purposes subsequently. An organizational chart for Glenogle 

has been attached to this First Report in Appendix ‘A’. 

9. Glenogle’s revenues are derived from the sale of crude oil, natural gas and natural gas 

liquids, with a small portion of revenue generated from facilities. The Company operates 

80 oil wells and 56 gas wells, which are forecast to collectively produce approximately 

2,500 BOEs per day over the near term. 

10. Glenogle has been unable to maintain a hedging program resulting in full exposure to the 

significant decline in open market commodity pricing in 2020 year-to-date. Glenogle has 

been able to increase their short-term liquidity through the deferral of supplier payments 

over the last nine to 12 months leading up to the Date of Filing. 

11. Operations are located primarily in Northwest Alberta, with one producing well located 

in British Columbia as well as a six-inch provincial cross-border gathering pipeline. The 

Company maintains three distinct operating areas: Doe East, Doe West, and Sinclair Doe 

Creek, as well as over additional 100 wells either marginally operating or shut-in. 

12. For different periods during March to May 2020, Glenogle temporarily shut-in its Doe 

East and Sinclair Doe Creek production with the production having become uneconomical 

as a result of very low commodity prices. With a shift to more favorable realized pricing 

mid-May, specifically the improvement in Edmonton Sweet pricing, it became economical 

to bring all shut-in production back on-stream. July 2020 reporting period will reflect 

revenues at substantially full production levels, discussed further in the Cash Flow 

Statement #2 (“CFS#2”) section of this First Report.  

13. Near-term development of the Company’s resource base is currently focused on a third-

party farm-in agreement (the “Farm-In Agreement”) with Woodrush Royalty 

Corporation (the “Farmee”), dated December 20, 2019. Key terms of the Farm-In 

Agreement are as follows: 

a)  14 new wells are proposed in total, with a minimum of two and a maximum of four 

drilling notices to be issued per-year; 
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b) The Farmee pays 100% of drilling costs per the authorization for expenditure (the 

“AFE”) for the first and second wells and a minimum of 50% for the remaining 12 

wells. Glenogle is responsible for 50% of the Farmee’s participating interest in cost 

overruns over 115% of the total well cost per AFE; and 

c) Farmee earns 60% gross overriding royalty (“GORR”) until Farmee is repaid their 

original well development costs, after which the GORR reverts to 32.5%. 

14. The Company has completed the first well of the Farm-In Agreement (the “9-20”), which 

began production on May 10, 2020. Production results on the 9-20 well have been 

favorable. Although initial production volumes have been lower than expected, decline 

rates experienced have also been lower than expected. The projected results over the 

life of the well are anticipated to be in-line with the Company’s preliminary forecast. 

15. The second well (the “14-20”) is in early planning stages and the Company is planning 

for the well to be drilled in September 2020, with production commencing in November 

2020. The Company has not yet issued a drilling notice for the 14-20 well.  The Company, 

seeking the advice of the proposed Selling Agent (defined further in this First Report) 

and HSBC Bank Canada (“HSBC”) and will make a decision as to whether they will 

proceed with this well prior to the end of August 2020. The drilling notice for this second 

well must be issued by December 20, 2020 for the Company to remain in compliance 

with the terms of the Farm-In: however, the Farmee has options which allow it to delay 

or decline participation in the second well. 

16. It will be critical for Management to coordinate with the Selling Agent as to the timing 

and nature of any future drilling programs in order to maximize value as part of a sales 

process. 

17. Glenogle has four key processing and transportation agreements, which include: 

a) Firm full path transportation of 160 e3m3 per day of natural gas on Alliance, expiring 

on October 31, 2020; 

b) Firm transportation of 50 M3 per day of oil between two Pembina terminals, 

Gordondale or La Glace; 

c) Renewable firm gas processing with NorthRiver Marketing; and 

d) Renewable Firm Service with NGTL. 
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The Company is maintaining these operating agreements as they provide key advantages 

for realizing competitive and reliable market access and pricing. 

18. Glenogle has a $52.0 million demand revolving credit facility (the “Credit Facility”) with 

the HSBC which accrues interests at prime plus 2.75%. The collateral for the facility 

consists of a general security agreement, which appears to provide a first priority 

security interest over all present and after-acquired personal property and a floating 

charge on all present and after-acquired real property of the Corporation.  The Proposal 

Trustee has not yet obtained a legal opinion on the validity and enforceability of HSBC’s 

security. 

19. Glenogle’s business was significantly impacted by the recent global collapse in 

commodity prices, which has in turn had a significant, negative impact on Glenogle’s 

revenues and its inability to meet current obligations. These factors led to Glenogle’s NOI 

filing on May 14, 2020. 

20. Since the Date of Filing, Glenogle has obtained an additional loan facility to the existing 

Credit Facility allowing for funding of operations through the NOI proceedings in the 

amount of $2.3 million (the “Interim Loan”). Due to immediate liquidity requirements 

upon filing, Glenogle was provided overdraft access on the Credit Facility and expects to 

enter into an amended facility letter (the “New Facility Letter”) by June 12, 2020. The 

Interim Loan will be secured by a super-priority interim lenders charge (the “Interim 

Lender’s Charge”), to be approved by this Honourable Court. See the Proposal Trustee’s 

commentary on the reasonableness of the New Facility Letter and sufficiency of funding 

through the Stay Extension period later in this report. 

21. Additional background information concerning the Company and these proceedings is 

available on the Proposal Trustee’s website at www.ey.com/ca/glenogleenergy. 

PROPOSAL TRUSTEE ACTIVITIES TO DATE 

General Matters 

22. Following the filing of the NOI, there have been no material adverse changes in the 

Company’s operations. 

23. The Proposal Trustee has been working with the Company on the following:  

a) Establishing a review processes of all cash disbursements;  

http://www.ey.com/ca/glenogleenergy
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b) Correspondence with suppliers and assisting the Company with establishing 

supplier pre-payment and credit terms;   

c) Negotiation of the Interim Loan and New Facility Letter; 

d) Development of a KERP and KEIP; 

e) Reviewing proposals by potential selling agents; and 

f) Engaging in discussions with the first lien creditor, HSBC, and other 

significant stakeholders, including the Alberta Energy Regulator. 

24. To date, the Proposal Trustee has obtained the full cooperation and assistance of the 

Company. 

Mailing of Statutory Notifications 

25. The Proposal Trustee has completed the mailing of the notification to creditors of the 

filing of the NOI (the “Creditor NOI Notification”) as required under section 50.4(6) of 

the BIA. A copy of the Glenogle Creditor NOI Notification and affidavit of mailing is 

attached as Appendix ‘B’. 

Statutory Filings with the Court 

26. In compliance with section 90(1) of the Bankruptcy and Insolvency General Rules  C.R.C., 

c. 368 (the “BIA General Rules”), the Proposal Trustee has filed documents referenced 

in subsections (e) through (h) with this Honourable Court. 

Statutory Cash Flow Statement 

27. The Company, with the assistance of the Proposal Trustee, prepared the statutory cash 

flow statement (the “Cash Flow Statement” or the “CFS”) as required under section 

50.4(2)(c) of the BIA.  On the Initial Filing Date the Proposal Trustee filed the Cash Flow 

Statement and the Trustee’s Report on the Cash Flow Statement as required under 

section 50.4(2)(b) of the BIA. 

28. A copy of Glenogle’s Cash Flow Statement and the Proposal Trustee’s Report on the Cash 

Flow Statement is attached as Appendix ‘C’. 
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WOODRUSH TRUST ACCOUNT AGREEMENT 

29. Glenogle entered into the Woodrush Trust Account Agreement with the Farmee on May 

22, 2020, a copy of which is attached as Exhibit ‘2’ to the Affidavit of Jamie Blair, dated 

June 10, 2020 (the “Blair Affidavit”). 

30. Glenogle cash calls the Farmee to fund their participating percentage of drilling 

expenses, with the associated funds being deposited in a separate bank account in-trust 

on behalf of the Farmee (the “Farmout Account”), maintained at HSBC. 

31. Glenogle maintains a separate ledger for accounts payable related to the respective well 

costs. Consequently, neither the Farmout Account nor the disbursements related to 

activities under the associated agreement are reflected in the Cash Flow Statement or 

the CFS#2. 

32. On the basis that funds in the Farmout Account are kept separate from other funds from 

operations and that monies in the Farmout Account are for the benefit of the joint 

venture between Glenogle and Woodrush, the Proposal Trustee is supportive of the 

proposed Woodrush Trust Account Agreement. 

INTERIM LOAN 

33. As of the date of the Date of Filing, Glenogle had not yet secured the Interim Loan, 

however the Company had been in active discussions with HSBC and negotiations were 

expected to be finalized shortly thereafter. 

34. As identified in the Cash Flow Statement and contained in Appendix ‘C’ of this First 

Report, Glenogle had projected operational cash requirements for the initial stay period 

of $964,618 with $2.75 million required over the Cash Flow Statement period to August 

6, 2020. 

35. Subsequent to the Date of Filing, Glenogle obtained an additional loan under its Credit 

Facility with HSBC to fund operations through the period of the CFS#2 in the amount of 

$2.30 million, which is governed by the New Facility Letter. The New Facility is senior-

secured, non-revolving and secured by the Interim Lender’s Charge, for which the 

Applicants are seeking approval of this Honourable Court. A copy of the New Facility 

Letter is attached as Exhibit ‘4’ to the Blair Affidavit. 
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36. For the period of May 15, 2020 to June 7, 2020 during the initial 30 day stay of 

proceedings (the “Reporting Period”), Glenogle had operational cash requirements of 

$1.0 million.  The Company is forecasting additional cash requirements of $1.24 million 

over the 13-week period of the CFS#2, resulting in total drawings of $1.72 million 

projected by September 6, 2020. In certain weeks, the Company’s cash requirements 

are expected to bulge to $2.23 million.  

37. The Company requires the $2.30 million Interim Loan in order for the Company to fund 

operations over the 45-day stay extension period. The Company may need to increase 

the Interim Loan at the next stay extension and will undertake negotiations with HSBC in 

that regard. 

38. The Proposal Trustee has reviewed the New Facility Letter and is supportive of the 

agreement on the basis that the terms thereof are consistent with other debtor-in-

possession funding agreements observed on comparable insolvency proceedings. The 

associated financing will provide the Company with the necessary liquidity required to 

operate over the Stay of Proceedings as the Company develops a proposal. 

SALES PROCESS 

39. The Company has solicited and received proposals (the “Selling Agent Proposals”) from 

two potential selling agents to act as Glenogle’s exclusive selling agent (the “Selling 

Agent”, also referred to as the “Financial Advisor” in the Blair Affidavit) in connection 

with the following possible strategic alternatives: a sale of the shares of the Company or 

the majority of its oil and natural gas assets, in whole or in part (the “Property”); or a 

recapitalization of the Company (together, the “Strategic Alternatives”). 

40. The two Selling Agent Proposals were competitive in price, qualifications and proposed 

marketing strategy. 

41. Based on the Company’s assessment of the qualifications, extensive and relevant 

network, proposed fee structure, experience in the sector and market space for oil and 

gas assets, the Company has proposed Stifel Nicolaus Canada Inc. as the Selling Agent 

for the Company.  Glenogle has entered into an engagement letter, dated June 4, 2020 

with the Selling Agent (the “Selling Agent Agreement”), subject to the approval of this 

Honourable Court. The Selling Agent Agreement is attached as Exhibit “1” to the Blair 

Affidavit.  
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42. Should a sale process be undertaken and any bid(s) received are acceptable to Glenogle 

and its affected stakeholders, the Company will be making a subsequent application to 

the Court for approval to complete a transaction involving the Company’s business or 

assets.    

43. The Proposal Trustee is supportive of the proposed Selling Agent and considers the 

scope of the Selling Agent Agreement and proposed compensation to be commercially 

reasonable for the following reasons: 

a) The Selling Agent’s deep familiarity with potential buyers in the market, 

which is paramount given the challenging sales environment for oil and gas 

assets at present; 

b) The scope is generally consistent with Glenogle’s expectations and with 

scope observed on other processes by the Proposal Trustee; 

c) The Selling Agent will credit monthly work fees against any success fees in 

the event of a successful transaction; and 

d) Work fees will stop in the event of a pause in a sales and investor solicitation 

process, should timing shift to later in 2020 in order to benefit from more 

favorable market conditions. 

PROPOSED KERP AND PROPOSAL TRUSTEE’S COMMENTS 

44. The Proposal Trustee has been working with the Company and HSBC to finalize a KERP 

and KEIP with amounts to be paid upon defined milestones as described below.  The KERP 

is comprised of a retention portion and the KEIP is comprised of the incentive portion 

(collectively referred to as the “KERP”).  

45. Key elements of the proposed retention portion totalling $278,829 are: 

a) seven employees and one contractor are eligible for the retention portion 

of the KERP (the “KERP Employees”); 

b) the KERP Employees will receive a specific cash retention payment (the 

“Retention Payments”) which will be paid on the earlier of the date that a 

restructuring transaction is completed, or will be paid in any event on June 

30, 2021; and 
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c) KERP Employees who resign or who are terminated with cause are not 

eligible to participate. 

46. Key elements of the proposed inventive portion are: 

a) Four management personnel considered critical to the success of the NOI 

proceeding (the “Critical Executives”) will be eligible for the payment 

incentive portion; 

b) The incentive portion is directly tied to transaction value received as part of 

a successful restructuring transaction involving the assets or equity 

interest(s) in Glenogle, with total aggregate payments under incentive 

portion not exceeding 1% of total transaction value achieved (the “Incentive 

Payments”); 

c) The Incentive Payments will be made on the date that a restructuring 

transaction is completed; and 

d) Critical Executives who resign, who are terminated with cause or have not 

fulfilled his or her employment obligations are not eligible to receive 

Incentive Payments. 

47. The employee specific amounts to be paid under the proposed KERP are set out in 

Confidential Exhibit of the Blair Affidavit, for which the Company is requesting a sealing 

order (the “Sealing Order”). Glenogle is requesting that the details of the KERP are 

sealed due to the confidential nature of the employee information contained within, 

including employee annual salaries and bonus details. 

48. Any payments under the KERP would be offset against contractual or common law 

severance amounts payable to any KERP Employee or Critical Executive. 

49. The proposed KERP would be secured under a KERP charge (the “KERP Charge”), 

requested as part of this application, which would rank subordinate to the Interim 

Lender’s Charge. 

50. Glenogle has reviewed the proposed KERP terms with HSBC. We are advised that HSBC 

is supportive of the terms of the proposed KERP. 
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51. The Proposal Trustee believes that the Company’s proposed KERP are reasonable on the 

basis that it is reasonable and having these plans in place early in the NOI proceedings 

will enhance the support of employees as Glenogle works towards a proposal.  The 

proposed KERP is consistent with those approved by this Honourable Court in 

comparable proceedings.  

INITIAL CASH FLOW STATEMENT TO ACTUAL CASH FLOW RESULTS 

52. The forecast to actual comparison is presented in Appendix ‘D’ and provides the actual 

cash receipts and disbursements during the Reporting Period of May 15, 2020 to June 

7, 2020 as compared to the CFS as of the Date of Filing. 

53. The table below summarizes the CFS to actual results for the Reporting Period: 
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54. As summarized above, the Company realized total cash receipts of $243,000 over the 

Reporting Period. These receipts were offset by cash disbursements of $1.2 million, 

resulting in a net decrease in cash of $1.0 million over the Reporting Period. At June 7, 

2020, Glenogle was fully drawn on their HSBC Credit Facility (net of outstanding Letter 

Glenogle Energy Inc. and Glenogle Energy LP

Cash Flow Statement to Actual

May 15, 2020 - June 7, 2020

$000's Notes Forecast Actual Variance

Operating receipts

Production receipts a 243          166          (77)          

Crown royalties (18)           (12)           6             

Miscellaneous receipts (disbursements) b -           89            89           

Net operating receipts 225          243          18           

Operating disbursements

Freehold royalties (1)             (12)           (11)          

Operating expenses c (909)         (714)         195         

Gas processing d (664)         (180)         484         

General & administrative e (188)         (112)         76           

HSBC interest f -           (226)         (226)       

Restructuring g (100)         -           100         

Total operating disbursements (1,863)     (1,244)     618         

Net change in cash from operations (1,638)     (1,001)     636         

Credit Facility Financing

Credit Facility capacity, excluding Letters of Credit 51,230    

Less: Credit Facility drawings, opening (51,175)   

Less: change in cash flow from operations, allocated (55)           

Credit Facility capacity, closing -           

Interim Loan Financing

Interim Loan capacity 2,300       

Less: Interim Loan drawings, opening -           

Less: change in cash flow from operations, allocated (946)         

Interim Loan capacity, closing 1,354       

Total Financing

Total available financing, opening 2,355       

Net change in cash from operations (1,001)     

Total available financing, closing 1,354       
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of Credit totalling approximately $770,000), with available liquidity of $1.4 million from 

its expected $2.3 million Interim Loan. 

55. Variances in forecast to actual results over the Reporting Period are due primarily to the 

following: 

a) Cash receipts were comprised of revenues associated with the sale of their oil, gas 

and natural gas liquids. $70,000 of the $77,000 variance is due to a loss realized 

on the settlement of Glenogle’s oil nomination commitment, which was adversely 

affected by both lower than expected oil production and unusual and very 

unfavorable spot market conditions that occurred in April 2020;  

b) Miscellaneous receipts relate to a GST refund associated with Glenogle’s joint 

venture expenses for drilling the first Farm-in well. Glenogle has forecast the 

distribution of the Farmee’s share of the GST refund in week ending June 14, 2020 

for $81,558; 

c) The $195,000 favorable variance in operating disbursements is largely due to 

deferred prepayments, see Appendix ‘D’ for further detail; 

d) Gas processing costs were $484,000 less than originally forecast, $280,000 of 

which was attributed to Glenogle’s two letters of credit with NorthRiver Marketing 

(the “NorthRiver LOCs”). The Company expected NorthRiver Marketing to request 

the payout of the NorthRiver LOCs at the outset of the NOI, and which NorthRiver 

Marketing has now requested and is forecast to be disbursed during the CFS#2. The 

remaining favorable variance is also a timing difference in connection with the 

anticipated pre-payment for June marketing services during CFS#2; 

e) The favorable general and administrative variance of $76,000 primarily relates to 

the timing difference associated with the payment of the reserve report in the 

amount of $35,000, which is now being paid during the CFS#2 in the week of June 

14, 2020. The remaining difference is attributed to one staff member going on 

leave, reducing payroll costs, and timing differences on numerous smaller general 

and administrative payables; 

f) An automatic interest payment for $226,000 was inadvertently processed by HSBC 

relating to pre-filing debt outstanding. This amount was repaid to the Company in 

the week ending June 14, 2020 and is captured in the CFS#2. Interest on the pre-
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filing debt will accrue at prime plus 2.75% per annum through to the conclusion of 

proposal proceedings; and 

g) The favorable restructuring variance of $100,000 is a timing difference as the 

restructuring professionals involved in the NOI proceedings have not yet issued their 

invoices. This projected payment has now been moved into the CFS#2. 

CASH FLOW STATEMENT #2 

56. Since the filing of the initial Cash Flow Statement, there have been certain changes to 

the assumptions underlying the Company’s cash flow forecasts, which have given rise to 

the Company revising their forward-looking cash flow statements. Management has 

prepared the CFS#2 for the 13-week period ending September 6, 2020, based on the 

most current information available. 

57. The table below summarizes the CFS#2.  The detailed weekly CFS#2 is provided in 

Appendix ‘E’: 



 

 17 
 

 

 

 

Glenogle Energy Inc. and Glenogle Energy LP

Combined Cash Flow Statement #2

For the 13-week period ending September 6, 2020

$000's

Operating receipts

Production receipts 2,796          

Crown royalties (157)             

Miscellaneous receipts (disbursements) (82)               

Net operating receipts 2,557          

Operating disbursements

Freehold royalties (386)             

Operating expenses (1,531)         

Gas processing (562)             

NorthRiver LOC (280)             

Property taxes (298)             

General & administrative (634)             

HSBC interest 198              

Selling agent fees (110)             

Restructuring fees (195)             

Total operating disbursements (3,797)         

Net change in cash from operations (1,241)         

Credit Facility Financing

Total Credit Facility capacity, excluding LOCs 51,701        

Less: Credit Facility drawings, opening (51,230)       

Less: change in cash flow from operations, allocated (471)             

Credit Facility capacity, closing -               

Interim Loan Financing

Total Interim Loan capacity 2,300          

Less: Interim Loan drawings, opening (946)             

Less: change in cash flow from operations, allocated (770)             

Interim Loan capacity, closing 584              

Total Financing

Total available financing, opening 1,354          

+/- Change in LOC 471              

Net change in cash from operations (1,241)         

Total available financing, closing 584              

13-Week 

Period
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58. As summarized above, the Company is projecting total cash receipts of approximately 

$2.6 million over the CFS#2. These receipts are offset by cash disbursements of $3.8 

million, resulting in a net decrease in cash of $1.2 million during the CFS#2. By 

September 6, 2020, Glenogle is forecast to be fully drawn on their HSBC Credit Facility 

(net of outstanding LOCs), with available financing of $584,000 from its $2.3 million 

Interim Loan.  The Interim Loan balance bulges to $2.23 million in week 11 and 12 of 

CFS#2. 

59. The Proposal Trustee has reviewed the notes assumptions supporting CFS#2 and 

believes these to be reasonable. The notes and assumptions underlying the CFS#2 are 

described in detail in Appendix ‘E’. 

60. Significant changes to the CFS#2 compared to the NOI filing Cash Flow Statement are as 

follows: 

a) Due to improvements in commodity pricing, as of June 1, 2020, the Company is 

operating at full production with the exception of two wells which normally produce 

50 barrels of oil per day, but which currently require repair and maintenance; 

b) Sinclair Doe Creek production was brought back on-stream prior to June 1, which is 

earlier than originally forecast, resulting in higher associated volumes and, in turn, 

revenues in June 2020;  

c) Increases in commodity price forward curves and foreign exchange rates, impacting 

revenues and reflected in commodity price curves dated June 8, 2020; 

d) Glenogle had erroneously double-counted transportation and trucking costs in the 

initial Cash Flow Statement;  

e) Changes to both crown and freehold royalties are a function of changes in forward 

strip pricing for oil and gas since the Date of Filing; 

f) Miscellaneous disbursements of $81,558 relating to the remittance of Farmee’s 

portion of the GST refund received during the Reporting Period; 

g) There were five current letters of credit (the “LOC”) outstanding at the beginning 

of the period of CFS#2.  There are two LOCs totaling $280,000 with NorthRiver 

Marketing that will be called in the week ending June 14, 2020 and which relate to 

pre-NOI obligations. There is one LOC held by the Province of British Columbia 
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relating to seasonal road bans for $190,800, which expires on July 31, 2020. 

Glenogle has not forecast a requirement to cash collateralize any of the LOCs that 

are outstanding, nor does it expect the remaining three LOCs to be executed by the 

holders over the period of the CFS#2; however, should these need to be replaced 

with cash, the Company will have the liquidity to do so over the CFS#2; 

h) Annual insurance of $198,355 based on premium paid in 2019, impacting general 

& administrative disbursements in the week ending August 30, 2020; 

i) Interest on the $2.3 million Interim Loan will be paid monthly at prime plus 4.75% 

per annum. Interest in connection with the pre-filing debt will accrue over the NOI 

proceeding at prime plus 4.75% per annum;  

j) Selling Agent fees of $110,000 in connection with the agreed upon retainer and 

monthly work fees as outlined per the executed Selling Agent Agreement, subject 

to the approval of this Honourable Court; and 

k) Restructuring fees of $100,000 were not paid in the Reporting Period as originally 

forecast as they have not yet been invoiced and have been moved into the period of 

the CFS#2. 

61. Based on the above assumptions, CFS#2 indicates that the Company will be able to fund 

operations through the Stay Extension with the proposed Interim Loan from HSBC.  

62. Based on our review we believe that, in all material respects: 

a) the hypothetical assumptions are consistent with the purpose of CFS#2;  

b) as at the date of this First Report, the probable assumptions developed by 

the Company are suitably supported and consistent with the plans of the 

Applicants or provide a reasonable basis for the related cash flows, given 

the hypothetical assumptions; and 

c) CFS#2 reflects the probable and hypothetical assumptions. 

63. Since CFS#2 is based on assumptions regarding future events, actual results will vary 

from the information presented even if the hypothetical assumptions occur, and the 

variations may be material.  Accordingly, we express no assurance as to whether the 

results in CFS#2 will be achieved.  We express no opinion or other form of assurance with 
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respect to the accuracy of any financial information presented in this First Report or 

relied upon by us in preparing this First Report. 

64. CFS#2 has been prepared solely for the purpose described above, and readers are 

cautioned that they may not be appropriate for other purposes. 

APPLICATION TO EXTEND THE TIME TO PREPARE A PROPOSAL 

65. Glenogle is seeking a 45-day Stay Extension in accordance with section 50.4(9) of the 

BIA, from June 12 to July 27, 2020. 

66. The Proposal Trustee has inspected Glenogle’s most recent payroll source deduction and 

GST remittance statements, noting that the Company was current on their payroll source 

deduction remittances and had made all necessary GST filings that have come due since 

the filing of the NOI. 

67. The Proposal Trustee believes that the Company is acting in good faith and with due 

diligence and that the Stay Extension will allow Glenogle the time to fully explore the 

possible restructuring alternatives and work towards a viable proposal to its creditors. 

68. The Proposal Trustee does not believe that any creditor will be materially prejudiced if 

the Stay Extension is granted.  

RECOMMENDATION 

69. The Proposal Trustee respectfully recommends that this Honourable Court approve: 

a) The approval of the Woodrush Trust Account Agreement; 

b) The approval of the Interim Loan in the amount of $2.3 million pursuant to the New 

Facility Letter; 

c) The approval of the Interim Lender’s Charge; 

d) The retention of Stifel Nicolaus Canada Inc. as Glenogle’s Selling Agent and approval 

of the corresponding Selling Agent Agreement; 

e) The proposed KERP and the related KERP Charge; and 

f) The 45-day Stay Extension to July 27, 2020. 
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Dated at Calgary, Alberta this 11th day of June, 2020. 

 

 

ERNST & YOUNG INC. 

in its capacity as Proposal Trustee 

of Glenogle Energy Inc. and  

Glenogle Energy Limited Partnership 

    

   

              
 

Neil Narfason, CPA, CA, CIRP, LIT, CBV   Gord Boersma, CPA, CMA, CIRP, LIT 

Senior Vice-President     Vice President  
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Glenogle Energy Inc. and Glenogle Energy Limited Partnership 
Notes and Assumptions to the Combined Cash Flow Statement  

May 11, 2020 

Underlying General Assumptions 

 The forecast contemplates the combined cash flow statement of Glenogle Energy Inc. and Glenogle Energy Limited Partnership (collectively referred to as “Glenogle or the “Company”) subject to the 
following note.  The finances and operations of the two entities are inextricably linked and it would be impractical to the restructuring efforts of the Company and confusing to the creditors to attempt 
to present these entities’ cash flows separately.   

 During the first quarter of 2020, Glenogle drilled and completed a well at Doe West (the “Farmout Well”) under a farmout agreement (the “Farmout Agreement”) wherein the farmee funds 100% of the 
costs of the well through to the commencement of production in return for a 60% gross overriding royalty which reverts to 32.5% after payout of the investment.  Glenogle cash calls the farmee to fund 
expenses for work in progress with such funds being deposited in a separate bank account in trust on behalf of the farmee (the “Farmout Account”).  Glenogle maintains a separate ledger for accounts 
payable related to the respective well costs.  Consequently, neither the Farmout Account nor the disbursements related to the Farmout Well are reflected in the cash flow statement.   Estimated 
revenues, operating expenses and royalties associated with the Farmout Well upon the commencement of production are contemplated in the cash flow statement. 

 GST associated with receipts and disbursements is not included in the cash flows as the Company is expected to remit net payables monthly.  GST refunds derived from the farmout program capital 
expenditures will be credited to the Farmout Account. 
 

Receipt and Disbursement Assumptions 

Note 1 - Production Revenues  

 Relates to proceeds from the sale of oil and gas production.  Funds are forecast to be received on the 25th of the month following production.   
 Production from the Farmout Well is forecast to commence on May 9, 2020 with production in May, 2020 reflected in the significantly higher production revenue receipts and freehold royalty 

disbursement during the week of June 22-28. 
 Transportation costs are deducted from revenue.  Transportation costs are deducted from production marketing agents’ payments to the company, with the exception of sales oil trucking and Pembina 

firm service pipeline charges which are billed to the company directly.  
  Production forecast is based on recent production levels adjusted for anticipated production decline.  The forecast sales price is based on current forward market prices as of May 8, 2020 net of current 

differentials and transportation costs. Note the following: 
o The Edmonton light differential assumption by GLJ independent engineers of $4 Canadian per barrel has been used in the forecasts from July forward.  The differential was $4 per barrel in 

April, $20 per barrel in May, and is indicated to be $3 per barrel in June.  Forward sales markets are indicating that the assumed differential is reasonable although this is a key risk in the 
forecast as any such variances may prove material. 



 

 

 

Note 2 - Royalties 

 “Crown Royalties” are comprised of crude oil royalties which are taken in kind by the Government of Alberta and are reflected as a deduction from production revenues. The estimated amount of these 
royalties has been calculated based on forecast pricing described in Note 1, which significantly impacts the crown royalty rate, as does the royalty holiday for the Farmout Well. 

 “Freehold Royalties” relate largely to the Farmout Agreement discussed above and are shown as a disbursement which is assumed to be paid in the month the related revenue is received, as per the 
terms of the Farmout Agreement.  

Note 3 - CAPEX 

 Represents estimated costs for regularly scheduled turnarounds as well as ongoing periodic well and facility maintenance expenses, but does not include drilling costs under the Farmout.   Payments are 
assumed to be made during the month the goods or services are provided.   There are no such expenses contemplated during the forecast period. 

Note 4 - OPEX 

 Based on historical expenses and assumed production levels including but not limited to such expenditures as lease rentals, utilities, maintenance, repairs, and contract operators.  Payments are 
assumed to be made in the month the goods or services are provided based on our assumption that parties will require payments up front or immediately after invoicing in the context of an NOI filing.  

 The Doe West operator advance in the week of May 11-17 is assumed to be for two months of services. 

 
Note 5 - Gas Processing  

 Represents payments to third party processors based on estimated production volumes. Payments are assumed to be made two months in arrears.  
 It is assumed that NorthRiver Midstream, operator of the gas plant handling Doe West production, will call on it’s LC of $280,000 during the week of May 18-24. 

 
Note 6 - Property Taxes 

 Represents payment of annual levies in the month in which payments are due.  
 
Note 7 – General and Administrative 

 Includes but is not limited to such expenses as payroll for six full-time office employees, one part time employee, and three part-time consultants (land and production accounting), rent and 
miscellaneous office related expenses.  Salaries were reduced by 10 % for employees earning above $100,000 per year and 5% for employees earning under $100,000 per year effective April 1, 2020. 
 
 



 

 

 
 

Note 8 - Principal and Interest 

 Assumes that the Company and its secured lender will be able to enter into a form of forbearance agreement providing for the temporary postponement of principal, interest and capital lease 
payments for the 13week period. 

 
 

Note 9 - Restructuring 

 Includes the ongoing fees and expenses of the Company’s legal counsel and those of the Proposal Trustee and its legal counsel through to the end of July, with such figures to be updated thereafter 
dependent on the agreed upon course of action. 

 
 
Note 10 - Cash/Operating Line  

 Represents the balance of the $52 million bank facility of which $51.2 million is available to be drawn with the balance applied to outstanding letters of credit.   Availability is assumed to increase to 
$51.5 million with the realization of the NorthRiver LC and to $51.7 million upon the anticipated release of the road maintenance letter of credit on July 31, 2020. 
 

Note 11 – Additional Borrowings 
 Additional borrowings over the Company’s operating line of credit will be provided by the Company’s existing operating line lender.  
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-- FORM 29 --
Trustee's Report on Cash-Flow Statement

(Paragraphs 50(6)(b) and 50.4(2)(b) of the Act)

In the Matter of the Notice of Intention to File a Proposal of

Glenogle Energy Inc.

The attached statement of projected cash flow of Glenogle Energy Inc., as of the 11th day of May 2020, 
consisting of the thirteen week period ending August 6th, 2020, has been prepared by the management of the 
insolvent person (or the insolvent debtor) for the purpose described in the notes attached, using the probable and 
hypothetical assumptions set out in the notes attached.

Our review consisted of inquiries, analytical procedures and discussion related to information supplied to us 
by: ý  the management and employees of the insolvent person or  ¨  the insolvent person. Since hypothetical 
assumptions need not be supported, our procedures with respect to them were limited to evaluating whether they 
were consistent with the purpose of the projection. We have also reviewed the support provided by:  
ý  management or  ¨  the insolvent person for the probable assumptions and preparation and presentation of 
the projection. 

Based on our review, nothing has come to our attention that causes us to believe that, in all material 
respects,

(a) the hypothetical assumptions are not consistent with the purpose of the projection;

(b) as at the date of this report, the probable assumptions developed are not suitably supported and
consistent with the plans of the insolvent person or do not provide a reasonable basis for the projection, 
given the hypothetical assumptions; or

(c) the projection does not reflect the probable and hypothetical assumptions.

Since the projection is based on assumptions regarding future events, actual results will vary from the 
information presented even if the hypothetical assumptions occur, and the variations may be material. 
Accordingly, we express no assurance as to whether the projection will be achieved.

The projection has been prepared solely for the purpose described in the notes attached, and readers are 
cautioned that it may not be appropriate for other purposes.

Dated at the City of Calgary in the Province of Alberta, this 14th day of May 2020.

Ernst & Young Inc. - Licensed Insolvency Trustee

Per: 

__________________________________________

Gord Boersma - Licensed Insolvency Trustee

Suite 2200, 215 2nd Street SW

Calgary AB T2P 1M4

Phone: (403) 206-5394     Fax: (403) 206-5075
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District of:        
Division No.    
Court No.        
Estate No.       

Alberta
02 - Calgary

_FORM 29_ - Attachment
Trustee's Report on Cash-flow Statement

(Paragraphs 50(6)(b) and 50.4(2)(b) of the Act)

In the Matter of the Notice of Intention to File a Proposal of

Glenogle Energy Inc.

Purpose:

To support the company's intent to file a proposal.

Projection Notes:

Attached to Form 30.

Assumptions:

Set out in Notes 1 through 11.

Ernst & Young Inc. - Licensed Insolvency Trustee

Per: 

__________________________________________

Gord Boersma - Licensed Insolvency Trustee

Suite 2200, 215 2nd Street SW

Calgary AB T2P 1M4

Phone: (403) 206-5394     Fax: (403) 206-5075

Dated at the City of Calgary in the Province of Alberta, this 14th day of May 2020.
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