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INTRODUCTION

1. 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™).

2. 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.

3. Pursuant to an Order of this Honourable Court dated September 16, 2009, (the
Plan Sanction Order), the Applicants’ Plan of Compromise and Arrangement to
their unsecured creditors (the “Liquidation Plan”) was approved and the
Applicants, with the consent of the Monitor, are permitted to make interim
distributions in respect of Distribution Claims in which the Pro Rata Share is less
than or equal to $5,000. A further Application shall be made to approve any

distributions of a Pro Rata Share in excess of $5,000.

PURPOSE

4. The purpose of this Eleventh report of the Monitor (the “Eleventh Report”) is to

report to this Honourable Court with respect to the following:
(a) An update of the Claims Process;

(b) The Applicants’ request for approval by this Honourable Court of an
interim distribution to certain Creditors pursuant to the terms of the Plan

Sanction Order; and

(c) The recommendations of the Monitor.



TERMS OF REFERENCE

5. In preparing this Eleventh 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 Eleventh 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 .

FINANCIAL POSITION
8. The remaining assets of the Applicants include:

(a) Estimated cash of $18,790,681 as at December 2, 2009. This balance

includes the proceeds from sale of the apartment in London, England.

(b) Certain other assets of nominal value, primarily estimated GST receipts of

$5,000.
THE LIQUIDATION PLAN

9. The Plan provides that the Creditors will participate in the distribution of 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 Liquidation Plan and other holdback amounts.



10.

11.

At the Effective Time each Claim will be compromised, and thereafter each
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 a Creditor means the amount determined by the following

formula:
(a) Pro Rata Share = (A/B) x C
(b) where:

(c) A = the Distribution Claim of the Creditor, if any, greater than the Small

Claims Exemption;

d) B = the sum of all Distribution Claims of all Creditors, excluding

Distribution Claims that are subject to the Small Claims Exemption; and

(e) C = the Distribution Pool less the aggregate amount to be paid in respect

of Distribution Claims that are subject to the Small Claims Exemption.

UPDATE ON THE PROOF OF CLAIMS PROCESS

12.

13.

14.

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 $1,187,868,061 including both primary and guarantee claims,

have been received by the Monitor.

The Applicants and the Monitor have reviewed the Proofs of Claim submitted to
the Monitor and agree with the amounts as submitted, or as agreed to with the

Creditor, for 57 creditors representing $34,416,262 of claims.
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15.

The Applicants and the Monitor continue to review the claims of the following

creditors:

(a) Royal Bank of Scotland on behalf of a syndicate of banks (“RBS™), claims
as submitted totaling $392,126,509;

(b) Diamond Offshore Drilling (UK) Limited”), claim as submitted totaling
$441,470,191; and

(©) Sevan Production UK Limited, claim as submitted totaling $319,855,098.

ACCEPTED CLAIMS

16.

In general terms, the claims of the Creditors which have been accepted by the

Applicants and the Monitor can be categorized as follows:
(a) Trade Creditors
. 12 trade creditors whose claims total $14,243,093.

L The specific invoices supporting the claims were reviewed by the
Applicants to ensure they were either recorded in the records of the

company or where otherwise valid charges.
(b)  The Landlord of the Calgary Office

. HDL Investments Inc (by its agent Tillyard Management Inc, the
landlord of the Calgary office), submitted its claim totaling
$7,045,086.

. Upon review by the Applicants and the Monitor, a revised claim in
the amount of $1,435,199 was agreed with Tillyard Management

Inc.

(©) Employee Claims (employees with employment contracts)



o 25 employees whose claims total $16,934,469 with respect to
severance payments.

° The employee claim was agreed to the terms of the employment
contract and to specific payroll information where the salary had

changed since the date of the original contract.
(d)  Employee Claims (employees without employment contracts)

. 19 employees whose claims total $1,803,501 with respect to
severance payments.

. The employee claim was agreed to the terms of an offer letter and to
the loss of office calculation determined by the Applicants’ human

resources department in accordance with industry standards.

LATE FILED CLAIMS

17.

18.

The Monitor is in receipt of the following two claims received after the Claims

Bar Date, which have been included above:
(a) An employee claim from Jeff Beckett in the amount of $287,154; and

(b) A trade creditor claim from Pitney Bowes Leasing in the amount of

$1,656.

The Applicants are of the view, and the Monitor concurs, that the above late filed
claims represent valid claims, acceptance of these amounts will not unduly
prejudice the Plan, and the Creditors submitting these claims should receive their

respective share of the Distribution Pool.

EXCLUDED CLAIMS

19.

The Monitor advises 38 shareholder claims totaling $550,522 were not proper
creditor claims. The Monitor has not included these claims in the distribution of

funds from the Distribution Pool.



DISTRIBUTION UNDER THE PLAN
20.  The Applicants intend to make two distributions to creditors:

(a) The first distribution, which is the subject of this Report (the “First
Distribution”) will be based on cash on hand, net of the estimated cost of
administration and a contingency reserve, and based on the determination
of each Creditor’s claim for those Creditors whose claims can be

determined at this date; and

(b) A second distribution (the “Second Distribution) will comprise the
balance of the funds that are recovered from the liquidation of the assets of
the Applicants and will be based on the determination of each Creditor’s

claim as follows:

. For those Creditors whose claims have been determined at the date
of the First Distribution, the payment will be based on the amount set

forth in the First Distribution; and

. For all other creditors, the payment will be based on the final

determination of each Creditor’s claim.

21.  The table below provides a summary of the estimated cash currently available for
distribution:

Estimated Distribution Pool Note

Cash on hand (December 2, 2009) a $ 18,790,681
Other receipts b 5,000
Professional costs Lo complete Plan c (250,000)
Estimated operating costs d (30,000)
Contingency reserve (5%) e (925,784)
Estimated ending cash available for distribution $ 17,589,897
Claims as filed f $ 1,187,868,061

% on recovery of claim 1.5%




22,

9=
(a) Cash on hand - represents all cash currently held by the Applicants;

(b) Other receipts — estimated GST recovery;

(c) 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;

(d) Estimated operating costs — represents the costs estimated to be incurred
up to final distribution of the remaining funds which consists primarily of

consulting fees to be paid to former employees of the Applicants;

(e) Contingency reserve — for the purpose of the First Distribution, a reserve
has been calculated based on 5% of cash otherwise available for

distribution; and

(f) 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).

The table below provides a summary of the funds to be paid under the proposed
Interim Distribution and the funds held by the Applicants to satisfy the potential
distribution of the Pro-Rata Share of the Claims as filed for RBS, Diamond and

Sevan:

Maximum Pro-Rata Distribution

Cash on hand (December 2, 2009) $ 18,790,681
Other receipts 5,000
18,795,681
Interim Distribution (636,936)
18,158,745
Potential distribution to RBS, Diamond and Sevan (16,952,961)
1,205,784
Professional costs to complete Plan (250,000)
Estimated operating costs (30,000)
Contingency reserve (5%) (925,784)

Estimated ending cash available for distribution $ -




23. The Monitor is unable at this time to anticipate timing of the Second Distribution.
RECOMMENDATION

24.  The Monitor supports the Applicants’ application for the payment of funds from
the Distribution Pool to the Creditors identified in Appendix 1 in accordance with

the Liquidation Plan.
All of which is respectfully submitted this 8" day of December, 2009.

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

//7

Greg Pollard, CA, CIRP
Senior Vice-President
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APPENDIX 1

Creditor Payment Analysis
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