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INTRODUCTION

On February 5, 2009, Oilexco Incorporated (“Oilexco”) and Oilexco
Technical Services Inc. (“OTSI”) (each an “Applicant” or collectively, “the
Applicants”) filed for and obtained protection from their creditors under the
Companies’ Creditors Arrangement Act, R.S.C. 1985 c¢. C-36, as amended,
(the “CCAA”) pursuant to an order of this Honourable Court dated February
5, 2009 (the “Initial Order”).

Pursuant to an Order of this Honourable Court dated May 21, 2009, a Claims
Process Order was granted approving the claims process and setting a Claims

Bar date of July 31, 2009.

Pursuant to an Order of this Honourable Court dated July 16, 2009, the
Applicants were authorized and directed to finalize the liquidation of their
respective remaining property, assets and undertaking with a view to
presenting a Plan of Compromise and Arrangement to their unsecured
creditors (the “Liquidation Plan”). The Stay Period was also extended to
September 30, 2009 in order to allow for sufficient time to allow the
Applicants to disseminate the Liquidation Plan under the CCAA (such plan to
be approved by the Monitor) and to call and hold a meeting of unsecured
creditors for the purpose of considering and passing resolution to approve the

Liquidation Plan.

PURPOSE

4.

(a)
(b)

(©

The purpose of this ninth report of the Monitor (the “Ninth Report”) is to

report to this Honourable Court with respect to the following:
An operational update;
A summary of the current financial position of the Applicants;

Financial performance since the date of the Initial Order;



(d)
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(b
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Cash flow forecast for the period August 24 to November 30, 2009;
An update of the Claims Process;
The Applicants’ Liquidation Plan (the “Plan”);
The Monitor’s analysis of the Plan; and

Recommendations.

TERMS OF REFERENCE

5. In preparing this Ninth Report, the Monitor has relied upon unaudited
financial information, company records and discussions with management of
the Applicants. The Monitor has not performed an audit, review or other
verification of such information.

6. Capitalized terms not defined in this Ninth Report are as defined in the Initial
or subsequent Orders. All references to dollars are in Canadian currency
unless otherwise noted.

BACKGROUND

7. Information regarding the CCAA proceeding, including the Initial Order and
subsequent Orders, supporting affidavits and the Reports of the Monitor have
been posted by the Monitor on its website at http://www.ey.com/ca/oilexco .

OPERATIONAL UPDATE
8. The Applicants ceased active business operations and terminated their

employees as of close of business July 31, 2009, with the exception of rent for
its Calgary office premises for month of August, 2009 and such other
expenses that have been incurred in furtherance of the Liquidation Plan and as

otherwise specifically approved by the Monitor.



10.

11.
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The powers of the Monitor have been enhanced so as to permit the Monitor to
control distribution of cash including approving all expenses and control over
the Applicants’ bank accounts by requiring that the Monitor be a signatory to

cheques and instruments in relation to withdrawals.

The Applicants have engaged on a contract basis, and on terms approved by
the Monitor, North Sea Oil Limited to assist in the implementation of the
proposed liquidation plan. Consulting fees in the amount of $70,000 for the
months of August and September and $40,000 for each of the months of
October and November have been or will be paid to North Sea Oil Limited.

The Applicants have advised they will repudiate the office lease in respect of
its Calgary premises on or before August 31, 2009 or otherwise make
arrangements satisfactory to the Monitor that lease payments for such
premises on a go-forward basis from and after September 1, 2009 will be

made through funds other than the Distribution Pool.

FINANCIAL POSITION

12.

(2)

(b)

(©

13.

The remaining assets of the Applicants include:
Estimated cash of $15,024,301 as at August 24, 2009;

The apartment in London, England is currently listed for sale. The
estimated sale price is £2,029.999 ($3.5 million net of commissions) based
on the current offer to purchase the flat. We refer to the Monitor’s Eighth
Report with respect to the Applicants’ request for Court approval of the

sale of the apartment.

Certain other office furniture and equipment expected to be of nominal

value ($75,000).

As of the date of the Initial Order, the Applicants had known primary
liabilities of approximately $800,000.
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The Applicants had also provided guarantees of certain debts of Oilexco
North Sea Limited (“ONSL”). This included the unsecured guarantee of the
Applicants in favour of the Royal Bank of Scotland (“RBS”), as well as

guarantees given in favour of certain trade creditors of ONSL.

FINANCIAL PERFORMANCE SINCE JULY 13, 2009

15.

16.

17.

18.

Attached as Appendix 1 is a summary of the Applicants’ actual receipts and
disbursements from the date of the Initial Order to August 24, 2009 (the
“Reporting Period”). Detailed explanations of the variances are described in

the notes to Appendix 1 and in the Monitor’s previous reports.

The cash balance at August 24, 2009 is $15.0 million, versus a cash balance of
$8.9 million as at July 13, 2009 (see the Monitor’s Seventh Report), or an

increase of approximately $6.1 million.

This increased cash balance was primarily due to the cash receipt of $8.7
million from the sale of interest in Flexjet. The payment with respect to the
sale of the Flexjet interest was less than initially forecast ($9.7 million)
primarily due to Flexjet’s final, lower appraisal of the fair market value of the

aircraft and to a lesser extent an unfavourable foreign exchange fluctuation.

The cash flow forecast variance analysis has re-valued the existing foreign
currency cash balances to Canadian dollars as at the currént date. The increase
in the value of the Canadian dollar vis-a-vis the US dollar in particular since
the filing date ($0.81 to $0.95) has resulted in an unfavourable variance of

$2.1 million as against previous forecasts.

CASH FLOW FORECAST - AUGUST 24 TO NOVEMBER 30, 2009

19.

Attached as Appendix 2 is a copy of the consolidated cash flow forecast (the
“Forecast”) of the Applicants for the period of August 24 to November 30,
2009 (the “Forecast Period”). Management has prepared the Forecast based on



20.

21.

22.

23.

(2)

(b)
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the most current information available and incorporation of proposed

liquidation plan as discussed below.

As summarized in the Forecast, the Applicants are projecting total cash
receipts of approximately $3.6 million and cash disbursements of
approximately $1.1 million, resulting in a net increase in cash of

approximately $2.5 million during the Forecast Period.

The average monthly general and administrative and Monitor costs for the
four months ended April 30, 2009 (prepared on an accrual not a cash basis)
have been estimated at $1.8 million per month. The August 24 to November
30, 2009 forecast with respect to Total Cash Outflow projects an outlay of
$1.1 million or $0.4 million per month. The variance is primarily due to the

Applicants implementation of the proposed liquidation plan.

Significant assumptions made by management with respect to the Forecast

arc:

Receipt in October of $3.5 million with respect to the sale of the London
flat; and,

Consulting fees in the amount of $70,000 for the month of September and
$40,000 for each of the months of October and November will be paid to
North Sea Oil Limited to assist in the implementation of the proposed

liquidation plan.

The Monitor has reviewed the assumptions supporting the Forecast with the
Applicants’ management and believes the assumptions to be reasonable,
subject to closing of the sale of the London apartment and receipt of funds in

the amount of $3.5 million.
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UPDATE ON THE PROOF OF CLAIMS PROCESS

24,

25.

The Claims Process is proceeding in accordance with the Order of this
Honourable Court dated May 21, 2009, with a Claims Bar Date of July 31,
2009.

Claims totalling $1,193,739,660, including both primary and guarantee
claims, have been received by the Monitor. The Monitor is in the process of

reviewing the claims and reconciling the amounts to the accounting records.

PROPOSAL FOR LIQUIDATION PLAN

26.

27.

28.

29.

The Applicants have either liquidated all of their assets or are in the process of
doing so, and are in the process of resolving the outstanding claims pursuant
to the Claims Process Order. Accordingly, the Applicants are now in a

position to file a Plan to their creditors.

A copy of the Plan will be circulated by the Monitor with the meeting

materials and will be posted on the Monitor’s website.

The Plan contemplates that the Affected Creditors will participate on a pro-
rata basis from the net remaining cash on hand (the “Distribution Pool”),
which comprises the current cash on hand, expected realization from
remaining tangible assets less costs to complete the Plan and other holdback

amounts.

The Distribution Pool is estimated at $17.5 million and is forecast to provide a
dividend to the creditors of $0.015 on the dollar, based on claims as filed. The
Monitor will update the Distribution Pool as at the date of voting of the Plan.

The table below provides a summary of the estimated Distribution Pool:



30.

(a)

(b)

(©)

(d)

(e)

®

Estimated Distribution Pool Note

Cash on hand (August 24, 2009) a $ 15,024,301
Estimated cash receipt from sale of London flat b 3,463,686
Other receipts c 90,000
Professional costs to complete Plan d (720,000)
Estimated operating costs e (380,000)
Estimated ending cash available for distribution $ 17,477,987
Claims as filed f $ 1,193,739,660
% on recovery of claim 1.5%

Cash on hand — represents all cash currently held by the Applicants;

Estimated remaining cash receipts - represents forecasted net proceeds
from the sale of the London apartment (estimated gross proceeds of

£2,029,999, less commissions of £50,000);

Collection of accounts receivables — GST recovery and sale of office

furniture and equipment;

Professional costs to complete Plan — represents estimated costs to be
incurred to complete the Plan including that of the Monitor, the Monitor’s

counsel and the Applicants’ counsel;

Estimated operating costs — represents the operating costs estimated to be
incurred up to November 30, 2009 which consists primarily of the

consulting fees and the final Flexjet monthly fee; and

The amount of the estimated distribution based on the claims as received
by the Monitor (but which claims are subject to review by the Applicants

and the Monitor).

A pro-rata distribution of the Distribution Pool is scheduled to be made by the
Monitor upon the approval of the Plan by the Creditors and the granting of the
Sanctioning Order. At the Effective Time each Affected Claim will be
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32.

33.
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compromised, and thereafter each Affected Creditor will receive, in full

satisfaction of its Distribution Claim against the Applicants:

(a) The lesser of (i) the amount of its Distribution Claim in respect of such

Applicant, and (ii) $2,500 (the “Small Claims Exemption™); and
(b) The amount of its Pro Rata Share.

The Pro Rata Share of an Affected Creditor means the amount determined by

the following formula:
Pro Rata Share = (A/B) x C

where:

A = the Distribution Claim of the Affected Creditor, if any, greater

than the Small Claims Exemption;

B = the sum of all Distribution Claims of all Affected Creditors,
excluding Distribution Claims that are subject to the Small Claims

Exemption; and

C = the Distribution Pool less the aggregate amount to be paid in

respect of Distribution Claims that are subject to the Small Claims

Exemption.

The Applicants seek to hold a meeting regarding the Plan on September 15,
2009 at 9:00 a.m. at the office of McCarthy Tétrault LLP, Suite 3300, 421 7th
Avenue SW, Calgary, Alberta, (the “Meeting”).

In the event an Affected Creditor’s claim has not been finally determined prior
to the date of the Meeting, the Affected Creditor shall be entitled to vote at the
Meeting the amount of its claim as lodged, and such claim shall be deemed to

constitute the Affected Creditor’s proven claim for voting purposes.
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35.

36.

(a)

(b)

(©)

(d)

37.

(a)

(b)
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The Plan contemplates that Affected Creditors will vote at the Meeting in a
single class. For the purposes of calculating the majority component of the
required majority, each Affected Creditor who actually votes (in person or by
proxy) is entitled to one vote. For the purposes of calculating the value
component of the required majority, each creditor with an Affected Claim is

entitled to one vote at the Meeting for each $1.00 of their Affected Claim.

The Applicants shall report to Court no later than September 16, 2009 with

respect to the results of the vote.

The only conditions precedent to implementation of the Plan are:
The Plan is approved by the Applicants’ Affected Creditors;
The granting of the Sanction Order;

All applicable appeal periods in respect of the Sanction Order have
expired and any appeals therefrom have been finally disposed of by the
applicable appellate tribunal; and

All relevant persons have executed, delivered and filed all documents and
other instruments and the Applicants have obtained all consents and
approvals that, in the opinion of the Applicants, acting reasonably, are

necessary to implement the provisions of the Plan and the Sanction Order.

At the Effective Time, the treatment of Affected Claims will be final and
binding on the Applicants and the Affected Creditors and the Plan will

constitute:

full, final and absolute settlement of all rights of the Affected Creditors
against the Applicants in respect of Affected Claims;

an absolute release and discharge of all indebtedness, liabilities and

obligations of or in respect of the Affected Claims against the Applicants,
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including any interest and costs accruing thereon (whether before or after

the Filing Date); and

a reorganization of the capital of Oilexco in accordance with the

provisions of the Articles of Reorganization.

The Applicants have advised that the objective of the foregoing is to proceed
with the orderly liquidation and ultimate payment to creditors utilizing the
CCAA framework so that creditors will benefit for the work that has been
done thus far in respect of claims with the attendant benefit of the distribution
occurring as soon as practically possible and to avoid the administration and

other costs associated with a bankruptcy.

MONITOR’S ASSESSMENT OF THE PLAN

39.

40.

41.

42.

The Applicants’ management has indicated that there are no other viable
options available to restructure other than that proposed in the Plan and that
the only other alternative would be a formal liquidation under the Bankruptcy
and Insolvency Act. In management’s estimate a liquidation scenario would

not provide the best recovery to the creditors.

The Plan treats the creditors of Oilexco Inc. and OTSI on a consolidated basis.
Under this approach, all creditors of Oilexco Inc. and OTSI participate in the
Distribution Fund on a prorated basis. All or substantially all of the assets in

the Distribution Fund are the property of Oilexco Inc.

Claims (primarily employees claims) received by the Monitor with respect to
OTSI comprise $3.9 million or 0.3% of total claims of $1.2 billion against the
Applicants.

The Monitor makes no comment from a legal point of view on the application

of a consolidated approach to the Plan.
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45.

46.

(2)

(b)

(c)

(d)
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It is the Monitor’s understanding that the three largest creditors (comprising
over 96% of the value of the claims as filed) are not willing to accept a

distribution in anything other than cash.

A condition of the Plan is that that the creditors provide the requisite number
of votes in favour of the Plan (i.e. a majority in number and two-thirds in
value of the creditors present either by proxy or by person) to have the Plan
accepted and approved by the Court. If the Plan is not accepted by the
creditors, the likely result would be that the Applicants would be placed in
bankruptcy proceedings.

The Plan provides a distribution process that is identical to the process that
would be afforded unsecured creditors in a bankruptcy, except the Plan

provides the following advantages:

In a bankruptcy scenario, the distributions to creditors would be subject to
a statutory levy pursuant to the Bankruptcy and Insolvency Act which is
deducted from the distributions and payable to the Superintendent of
Bankruptcy. No levy is payable in distributions under CCAA proceedings;

A bankruptcy scenario may result in increased professional fees and costs
as a result of the potential requirement for another claims process and

associated administrative costs;

The Applicants’ general and administrative costs expected to be incurred
to complete the Plan and CCAA proceedings would likely be incurred in

any liquidation proceedings;

A bankruptcy could cause a further delay in the timing of the distribution

to the creditors.

One additional benefit of a liquidating CCAA application, as opposed to a
bankruptcy, will be that the capital losses in the estimated amount of $423
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million and estimated non-capital in the amount of $49 million may be

preserved for the benefit of Oilexco Inc. on a go forward basis.

47.  Lastly, the Plan has the added benefit of potentially providing a benefit to the
existing shareholders of Oilexco Inc. to participate going forward in the event

the company resumes operations.
RECOMMENDATIONS

48.  The Monitor is of the opinion that the Plan is fair and reasonable and provides

the best return to the creditors under the circumstances.
All of which is respectfully submitted this 25™ day of August, 2009.

ERNST & YOUNG INC.
In its capacity as Court Appointed
Monitor of the Applicants

Greg Pollard, CA, CIRP
Senior Vice-President



APPENDIX 1
Forecast to Actual Cash Flow Analysis
February S to August 24, 2009



e
122240} |euibuo 03 paseduwiod se sbuiaes 39N 0007201 b

$is00 ysnBny 9 Ainp Bunsews. pajewnss aoo.ovnv

000°25%'V 10E'yZ0's1 10€7225°0) 1oe’225°0) 10£°286°0} 10E1122 182 Z5vY 8EP9/TY
Qv isutebe ujuesesm 4go pue QSN o3 anp Ajuiew Aomo.mwo_mv amo.nwo.ﬁ
(1e97902°2) 282°80V°1) 89£'519°81 000°0Z¥ 00075P'} 086552} 1§51v21T 12719821
oo Jad %05 1e uonewnsa Joyuow el jed perebpng (G1L80EL) S8L'YLS 000'50¢"L 000°054 000°0L4 000°0LL 000622 000099
(se9'see’t) - 8€9'6EE'L - 000'v9 08€'8L §50'88 €02'601L°t
WOV 233503 pepniou 126png  (686°C6) YEY'YST £Zy'sve - 00002 000'0L vLO'LTL 6¥¢'/8
pied 8q 0} 599 Jar X814 Jo ¥0BZS Xoxdde ins s19RUL (0GE'Z8) 050°260°) oov'eEL’t - 000002 000°00Z 000%22Z 00¥'GLS
Paoadxe sem ) se U0 Jou pIp sIsod eUL (ZEL'EVL'L) 89L'LLL 00E'¥L6'L 000°0€ 000°05 000°05 000002 00€'¥85°}
(zLr'zon) 826'996 ool'6zi't 00005 000'00L 000°00L 00v'091L 00L'8LL
052’6 0S.'¥re 000'5€€ - - 000'GEE - -
£0.'8E Gi18'e8L'L (A9 14N 000°0Z4 000024 00922 996'8¥L oars'esy
(196png ey ut wey) saueusiurew se6iequniuas Jo Wz pd (G12'EGY) Lyv'ege z91'218 00002 000'G}1 000'GLL 00€'6L zo8'/ey
373 32 Uoliiw Z gsn 3¢ peleinojes sem juoused lenioy  (gpE'06g L) 259'60€'C 000002y - - - - 000°00Z'%
89} SOIAISS WO PeYNPap sem loiked uopuol (9Z6°8G/) L0E'€8L'y EETTVE'Y - 000'629 000'sZY 29e'L28 1/8'¥90'c
(1v5969) 65Y05p'81 000°2p1'61 00001 000026 000'S} 000°00€°Z 000260°Z
40} pesabpna tou wal  912'/9 oi1z'/9 - - - - - -
L18've [45: g¥s4 000281 000°04 000°04 00051 00002 000°ZEL
1) paiabipna lou way  0/Q'€G 0.9'¢.S -
4o} pejebpna jou way - Zeg'yLe :E6'YLE - - - - - -
UOREWIIS? [ERI UBL) Jomo) Auelubls sem uonenten eud (1.28°C66) 619228 000'02L'6 - 000'022'6 - - -
UopuoT 8 s3auaq 600C A9 paanpal sem juawied snuog (y/9'6.)) 9ze'022'T 00000%'2 - - - - 000°007'2
89} 83118 Woy petanpep sem losked wopuo (G/g'ELG) 62€'92¢'9 000°0¥8'9 - - - 000°082'2 000°09S'Y
699'5v0°01 699'50°01 1028601 10E1LLT 18225ty 8ev'9LZ'Y 699'sv0°0L
avo avo avo avo avo avo avo avo
WigZ 1snbny e se theZ 1snbny 12 se $1500 Jolluow Aq pejsnipy
MO| ysed wel Ainr je se puzz kew e se puze Aey e se uigl judy e se iy Arenigad je se
lenpy (L2578 N0 Joj Jsendio4 HNoY) Joj ISe8I0S HNOJ Joj 5803104 1NoD 10 JsedRI0g jsedsiog _m:mmto
adueuep 60 Bny - qag 60 bny - qa4 60 isnbny 60 Ainr 60 aunp 60 Aey 60 IMdy - ga3
|_3onviva ] [ Twniov | [ 1SV3M04 |

WEL AINF iuow ay) jo pua - yueg ul yseg Bujsoln

$so| abueyoxa ubjasoy
MOIIN0 yse) ejoy

(JoulN Jeseld snid A'23) $1SO0 PAJBWASS JORLIOW
(%G Jo %01) fousbunuos
$1S00 800 peaH JayD
[CIS3T
SISC0 pejejas uogepinbiyBuunionisey/seies
SSVINIBS |BUOISSBJ0IH
aoueInsu
pejeieJ pue sayddng Juey 800
saonieg Buginsuo)
snuog Jeuiejey
S$IS00 pajejal pue seueles
ISMOIINO YseH pazdadx3y

Mopul yse) jejol

(s1s00 peb.eysas Jayio pue jsausiul Aliletu) MouL JByo
fisnaooal 1S9

YN Ul DYWH wody Aieaodal LyA

sjuswied gopz swos jo spunjey

190 X8|4 Ul }salelu jo sejeS

JuswAed snuog Jaulejey

UOREASIUILDY Ui ISNO WO 88 adiaeg pexid
ISMOYU] yseo pajoadxy

(i Arenugad) yueg u) yseo Bujuadp

6002 ‘vz 3snbny je sy
w_m>_m:m daouelBA - 1SBO9J04 MO)4 ysep

{vopuo Bulpnjou))

S82JAI8G [e21UY98] 02X3)I0 pue pajeiodioou) 09xajI0



APPENDIX 2
Cash Flow Forecast

August 24 to November 30, 2009
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