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Introduction 

1. Pursuant to an order (the “Receivership Order”) of the Court of Queen’s Bench for 

Saskatchewan (the “Court”) pronounced on June 30, 2016, Grant Thornton Limited 

(“GTL” or the “Receiver”) was appointed receiver with respect to all right, title, and 

interest of Tuscany Energy Ltd. (“Tuscany” or the “Company”) to the Crown Petroleum 

and Natural Gas Leases and wells listed in Schedule “A” to the Receivership Order. A copy 

of the Receivership Order is attached as Appendix 1 to this report.  

2. On August 23, 2016, the Court pronounced an order amending the Receivership Order to 

include additional assets of the Company, described in Schedule “A” to that order (the 

“Amended Receivership Order”). A copy of the Amended Receivership Order is attached 

to this report as Appendix 2. 

3. The purpose of this report (the “Receiver’s First Report”) is to provide this Honourable 

Court and other interested parties with: 

a) background information on the Company; 

b) a summary of the Receiver’s activities since the pronouncement of the Receivership 

Order; and 

c) information in connection with the Receiver’s application for an order approving, 

among other things, the sale and vesting of the Company’s Oil and Gas Assets (as 

defined later in this report).   

4. In order to submit certain information to this Honourable Court on a confidential basis, 

such as the offers to purchase the Company’s assets and the Purchase and Sale Agreement 

(as defined later in this report), the Receiver has prepared a confidential supplement to the 

Receiver’s First Report (the “Supplemental First Report”). The Receiver is of the opinion 

that publicly disclosing certain information, prior to the approval and completion of the sale 

of the Company’s assets, would be prejudicial to any further sale process in the event the 

Court does not approve the recommended sale or in the event the sale does not close.  
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5. Unless otherwise stated, all monetary amounts noted herein are expressed in Canadian 

dollars. 

Limitations of Report 

6. The information contained in the Receiver’s First Report has been obtained from the 

records of the Company, publicly available information, and/or is based upon discussions 

with and representations made by Tuscany’s management and other professional advisors. 

The information was not audited nor otherwise verified by the Receiver as to its accuracy or 

completeness, nor has it necessarily been prepared in accordance with generally accepted 

accounting principles and the reader is cautioned that this report may not disclose all 

significant matters about Tuscany. Accordingly, we do not express an opinion or any other 

form of assurance on the information presented herein. The Receiver may refine or alter its 

observations as further information is obtained or is brought to its attention after the date of 

this report. 

7. The Receiver assumes no responsibility or liability for any loss or damage occasioned to any 

party because of the circulation, publication, reproduction, or use of the Receiver’s First 

Report. Any use that any party makes of this report, or any reliance on or decisions to be 

made based on it is the responsibility of such party. 

8. A copy of this report and other documents relevant to the receivership proceedings are 

available on the Receiver’s website at: www.grantthornton.ca/creditorupdates. 

Company Background 

9. Tuscany is a company incorporated pursuant to the laws of the Province of Alberta with its 

registered office in Calgary, Alberta and is extra-provincially registered in the Province of 

Saskatchewan. Tuscany is a public company that was listed and traded on the TSX Venture 

Exchange under the symbol “TUS”.   
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10. Tuscany is engaged in oil and gas exploration, development and production and focuses on 

heavy oil reserves in the Provinces of Alberta and Saskatchewan. The receivership 

proceedings pursuant to the Receivership Order and the Amended Receivership Order are 

limited to Tuscany’s assets located in the Province of Saskatchewan, primarily in the 

Evesham and Macklin areas (the “Oil and Gas Assets”).    

11. On the same day on which the Receivership Order was pronounced, the directors of 

Tuscany assigned the Company into bankruptcy, appointing GTL as trustee in bankruptcy, 

subject to affirmation at the first meeting of creditors. Prior to accepting such dual 

appointment, in accordance with the provisions of the Bankruptcy and Insolvency Act, GTL 

obtained an opinion from independent legal counsel confirming the validity and 

enforceability of the Plaintiff’s security. GTL also conferred with the directors of the 

Company and the Plaintiff regarding the dual appointment and no concerns were expressed. 

12. Further information on the Company and the events preceding the receivership proceedings 

can be obtained from the application materials of the Plaintiff filed in support of the 

Receivership Order. Further information on the concurrent bankruptcy proceedings can be 

obtained from GTL’s website noted earlier in this report.  

Receiver’s Activities 

13. Since the pronouncement of the Receivership Order, the Receiver, among other things, has 

carried out the following activities:  

a) arranged for the continued operation of the Oil and Gas Assets, with the assistance 

of certain Company personnel, on a contract basis; 

b) commissioned an inspection of the Oil and Gas Assets by a qualified oil and gas 

consultant; 

c) borrowed funds from the Plaintiff, pursuant to the Receivership Order to, among 

other things, fund immediate working capital needs and attend to various field 

maintenance tasks and to improve production; 



In the matter of the receivership of Tuscany Energy Ltd. 
Receiver’s First Report 
Grant Thornton Limited 
November 17, 2016 

Page 6 of 12 

d) contacted the Ministry of Economy of Saskatchewan and: 1) advised of the 

pronouncement of the Receivership Order; and 2) requested that the Receiver be 

made aware of any regulatory or other concerns with respect to the Oil and Gas 

Assets; 

e) contacted the Company’s insurance provider to: 1) confirm coverage and adequacy; 

and 2) add the Receiver as named insured and loss payee; 

f) negotiated an amendment to the Company’s head office lease agreement to, among 

other things, reduce the monthly cost; 

g) sent notice of the receivership proceedings to all known creditors in accordance with 

the Bankruptcy and Insolvency Act;  

h) completed a formal process to solicit offers to purchase the Oil and Gas Assets (the 

“Sales Process”); and 

i) entered into an agreement of purchase and sale, subject only to approval of this 

Honourable Court, for the sale of the Oil and Gas Assets (the “Purchase and Sale 

Agreement”). 

Sales Process  

14. Prior to the pronouncement of the Receivership Order, the Company, with the assistance of 

Dundee Capital Markets, completed a sales and investment solicitation process (the “Pre-

Receivership SISP”). The results of this process, as understood by the Receiver, are 

discussed in the Supplemental First Report.  

15. Following its appointment, the Receiver invited proposals from potential sales advisors, 

including the pre-receivership advisor noted above, to assist the Receiver with reviewing the 

Oil and Gas Assets and determining the appropriate realization strategy. 

16. Upon review of the proposals and other relevant factors, including the experience of the 

Receiver and the consultants retained by the Receiver, and the fact a formal process was 
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completed prior to the Receivership Order, the Receiver concluded that engaging a sales 

agent was not necessary in the circumstances and did not justify the additional cost. 

Additionally, most of the material required for the Sales Process was prepared by the 

Company and readily available.   This determination was made in consultation with the 

Plaintiff. 

17. On that basis, on September 6, 2016, the Receiver commenced an approximate six week 

sales process, summarized as follows: 

a) a non-confidential information memorandum (the “IM”) was prepared and 

distributed to approximately 100 parties by e-mail. These parties included entities 

that participated in the Pre-Receivership SISP, parties that contacted the Receiver or 

Company directly, and parties that were identified as logical buyers for strategic 

reasons. The IM was also posted on the Company’s and the Receiver’s websites; 

b) advertisements were placed in the following publications: the Calgary Herald, the 

Saskatoon Star Phoenix, the Regina Leader Post, the Daily Oil Bulletin, and the BOE 

Report; 

c) the IM invited parties to execute a confidentiality agreement (“CA”) in order to 

obtain an information package, containing detailed information about the Oil and 

Gas Assets, and in order to gain access to the virtual data room, which hosted 

additional information required for parties to conduct their due diligence. A physical 

data room was also established in order to facilitate reviews of land and other 

physical files. In total, 37 parties executed CAs and 34 parties accessed the virtual 

data room; 

d) parties were invited to tour and inspect the physical assets in the field; and 

e) a deadline to submit offers was established as 12:00 pm (noon) October 14, 2016 

(the “Bid Deadline”). 
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18. In total, thirteen offers to purchase either the Oil and Gas Assets en-bloc or a portion 

thereof were received by the Receiver prior to the Bid Deadline. Copies and analysis of these 

offers are contained within the Supplemental First Report. As noted earlier in this report, the 

Receiver is of the opinion that publicly disclosing this information prior to obtaining 

approval of this Honourable Court and closing the sale is not advisable as this information 

would be prejudicial to any further marketing or negotiations in the event the recommended 

sale does not close.    

19. The Receiver reviewed the offers and negotiated a binding transaction, subject only to 

approval of this Court, with the party who, in its opinion, submitted the most desirable 

offer, in terms of purchase price and other relevant factors, such as the purchaser’s ability to 

close the transaction. 

20. The result of these negotiations was the Purchase and Sale Agreement, a copy of which is 

attached to the Supplemental First Report. 

21. The Receiver is of the opinion that: 

a) the Sales Process was completed in a manner similar to processes conducted in 

similar formal insolvency proceedings;  

b) the Sales Process considered the interests of all interested parties; 

c) the Receiver acted reasonably, prudently, fairly, and not arbitrarily in its efforts to 

obtain reasonable value for the Oil and Gas Assets and no concerns have been raised 

regarding the efficacy or integrity of the process to generate the offer that led to the 

Purchase and Sale Agreement; and  

d) the Sales Process exposed the Oil and Gas Assets to the market and provided a 

reasonable and effective process to sell the Oil and Gas Assets which was 

transparent and was fair to all persons who were interested in purchasing the Oil and 

Gas Assets.  
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Purchase and Sale Agreement  

22. The Receiver offers the following comments on the Purchase and Sale Agreement: 

a) the purchase price is reasonable in comparison to the other offers received and the 

offers received during the Pre-Receivership SISP; 

b) it provides for payment of a non-refundable deposit;  

c) it will realize upon all of the Oil and Gas Assets; and 

d) it is subject only to approval of this Honourable Court. 

23. Based on the foregoing, the Receiver executed the Purchase and Sale Agreement and 

respectfully recommends the Court approve it as: 

a) in the Receiver’s opinion, the Sales Process was reasonable in the circumstances, and 

continuing the process will not guarantee a better result or offer; and 

b) the principal economic stakeholder, the Plaintiff, is supportive of the Purchase and 

Sale Agreement.  

Creditors 

24. According to the Personal Property Registry (Saskatchewan) and the books and records of 

the Company, the Plaintiff, the Alberta Treasury Branches (“ATB”), has registered security 

(the “ATB Security”) against all the present and after-acquired personal property of 

Tuscany and is owed approximately $8,276,411, plus accrued interests and costs (the “ATB 

Indebtedness”). 
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25. According to the Personal Property Registry (Saskatchewan) and the books and records of 

the Company, several parties have registered liens (“Lien Claimants”)  against the Oil and 

Gas Assets in the amount of $471,743.48. A listing of these parties are as follows: 

Registrant Dollar Value 

Black Bull Operational Services Ltd. $61,301.33 

Canwest Propane Partnership $96,793.91 

Opper Bros. Contracting Ltd. $56,576.10 

Pacific Tubulars Ltd. $63,819.17 

Pyramid Corporation $24,751.15 

Trican Partnership $18,663.48 

Xtreme Drilling and Coil Services Corp. $149,838.34 

Total $471,743.48 

 

As payments have been made to some of these vendors, an estimate of amounts owed is 

approximately $340,000.  

26. According to the records of the Company, unsecured claims against the Company total 

approximately $11,347,210.  

27. Based on information available to the Receiver, the amount of claims that may have priority 

to ATB Indebtedness are as follows:  

a. Receiver’s Certificates - $175,000 

b. Lien Claimants - $471,743 

c. Wage Earners Protection Program Act (WEPPA)  - approximately $20,000 

28. The Receiver has obtained an independent legal opinion from its counsel confirming the 

validity and enforceability of the security held by ATB in the Oil and Gas Assets. 

Accordingly, the Receiver recommends that the Court grant an Order authorizing and 

directing the Receiver to make an interim distribution to ATB of the amount of $7,500,000 
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(“Proposed Interim Distribution”).  Based on funds available to the Receiver, there will be 

available funds in the Receivership proceeding, after payment of the Proposed Interim 

Distribution to fund any priority amounts.  

29. The Receiver will be seeking a court approved process for lien holders to prove claims by 

December 31, 2016.   

Interim Statement of Receipts and Disbursements 

30. Attached to this report as Appendix 3 is an interim statement of receipts and disbursements 

for the period of June 30, 2016, the commencement of these receivership proceedings, to 

November 17, 2016. 

Recommendations and Intended Course of Action 

31. Based on our report herein and the Supplemental First Report, the Receiver respectfully 

recommends this Honourable Court approve:  

a) the Receiver’s activities and conduct as outlined in the Receiver’s First Report and 

the Supplemental First Report; 

b) the sale of the Oil and Gas Assets, pursuant to the Purchase and Sale Agreement; 

and 

c) the Proposed Interim Distribution to ATB. 

32. Subject to obtaining approval from this Honourable Court to do so, the Receiver intends to: 

a) complete the sale of the Oil and Gas Assets, pursuant to the Purchase and Sale 

Agreement;  

b) attend to the further administration of the receivership, including a further review of 

the claims of the Lien Claimants; 

c) follow any further directions this Honourable Court wishes to provide to the 

Receiver; and 
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d) apply to Court for approval of: 

i. the distribution of the remainder of the proceeds from the sale of the Oil and 

Gas Assets; and  

ii. the termination of the receivership proceedings and the discharge of the 

Receiver. 

DATED at Calgary Alberta, this 17th day of November 2016. 

Grant Thornton Limited, 
in its capacity as receiver of certain assets of 
Tuscany Energy Ltd. 
and not in its personal capacity 
 
 

________________________________ ________________________________ 

Per: Andrew Basi, CPA, CA, CIRP, LIT Per: Nathan Bell, CPA, CA, CIRP, LIT 
Senior Vice President Senior Manager 

 



Appendix 1



































uUPLi AlE
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COURT FILE NUMBER Q.B. 900 of 2016

COURT OF QUEEN’S BENCH FOR SASKATCHEWAN

JUDICIAL CENTRE SASKATOON

PLAINTIFF ALBERTA TREASURY BRANCHES

DEFENDANTS TUSCANY ENERGY LTD.

ORDER

(Amendment of June 30, 2016 Receivership Order)

Before the Honourable Mr. Justice R.S. Smith in Chambers Tuesday, August 23, 2016.

On the application of Jeffrey M. Lee, Q.C., counsel on behalf of Grant Thornton Limited, court-appointed
Receiver (the “Receiver”) of Tuscany Energy Ltd. (the ‘Debtor”), for an Order amending the June 30,
2016 Consent Receivership Order of the Honorable Madam Justice AR. Rothery issued in these
proceedings (the “June 30, 2016 Receivership Order”), and upon reading the Application Without Notice
dated August 22, 2016 and the Affidavit of Alexandra Facca sworn on August 22, 2016, all filed;

The Court orders that the June 30, 2016 Receivership Order shall be and is hereby amended by adding
to Schedule “A” to the June 30, 2016 Receivership Order those assets of the Debtor described in
Schedule “A” hereto.

ISSUED at Saskatoon, Saskatchewan, thisofAugust, 2016.

(Deputy) Local
ReQIstD

2309842v3
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NOTICE

Take notice that, unless the order is consented to by the respondent or a person affected
by the order or unless otherwise authorized by law, every order made without notice to
the respondent or a person affected by the order may be set aside or varied on application
to the Court. You should consult your lawyer as to your rights.

CONTACT INFORMATION AND ADDRESS FOR SERVICE

Name of firm: MacPherson Leslie &Tyerman LLP

Name of lawyer in charge of file: Jeffrey M. Lee, Q.C.

Address of le al firms 1500—410 22nd Street Eastg Saskatoon, Saskatchewan S7K 5T6

Telephone number: (306) 975-7100

Fax number: (306) 975-7145

E-mail address: jmlee@mlt.com
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Schedule “A”

TUSCANY ENERGY LTD.

WATER INJECTION WELLS REQUIRED
FOR PRODUCTION OPERATIONS

NOT INCLUDED

1111406-039-27W3
0115-21-039-27W3
0117-21 -039-27W3
Il/I #21-039-27W3
13111 6-20-39-28W3

I 91/07-33-39-28W3

SUSPENDED WELLS ON
LANDS INCLUDED
THAT SHOULD BE INCLUDED

01i11-06-039-27W3 ( MACKLIN 11-6 BATTERY ON SAME SITE)
91111-16-039-27W3
9111416-039-27W3
95115-1 6-039-27W3
191111 -27-039-28W3
19111 2-27-039-28W3

LANDS AND WELLS
THAT SHOULD BE INCLUDED

LW 15-32-39-28W3 - PN47018 P&NG FROM SURFACE
TO BASE MANNVILLE.

SEC 29-39-28W3 & LSD 9,10,16, S 1/2, NW 11432-39-28W3:
PN66073 FROM SURFACE TO BASEMENT

SEC 5-40-28W4 - PN56610 P&NG FROM SURFACE TO BASE
MANNVILLE

SEC 8-40-28W4 - PRAIRIESKY ROYALTY LEASES

31I8-28-39-28W3 ( HEADER FOR GAS SUPLY ON THIS SITE)
4111 5-32-39-28W3
91! 7-540-28W3 ( SUPPLYS GAS TO MACKLIN BATTERY)



Schedule “A”
A.

TUSCANY ENERGY LTD

SUMMA1Y OF SUSPENDED
WELLS LOCATED ON Lk1DS IN

SCHEDULE A BUT NOT I?’XLUDED
AS AT JULY 11,2026

EVESHAM
3111 2-1 6-039-27W312 (50 % WI)
0116-21 -039-27W3
01/1 0-21-039-27W3
1111 1-21-039-27W3
01101 -28-039-27W3
11 102-28-039-27W3
11 I03-28-039-27W3
1 1/05-28-039-27W3
I 1106-28-039-27W3
11 I08-28-039-27W3

MACKLAN

91 17-06-039-27W3
1111 2-06-039-27W3



Appendix 3

Receipts

Oil & gas sales 893,785$         

Receiver's borrowings 175,000           

Accounts receivable and joint interest billings 140,539           

Goods and services tax collected 44,215 

Miscellaneous refunds 37,976 

Rental recovery 7,000 

Deposit pursuant to the Purchase and Sale Agreement (Note 1) - 

1,298,514        

Disbursements

Oil & gas operating expenses 689,381           

Contractor services 140,530           

Surface lease expenses 105,289           

Professional fees - Receiver (including field inspection costs) 97,893 

Royalty expenses 63,397 

Goods and services tax paid on disbursements 42,031 

Professional fees - Receiver's legal counsel 17,310 

Provincial sales tax paid on disbursements 8,495 

Mineral lease expenses 5,473 

Interest paid on Receiver's borrowings 2,952 

Receivership filing fee 150 

1,172,901        

Balance of funds held in trust - November 17, 2016 125,614$   

Note 1

In order to avoid disclosing information that may be prejudicial to any future sales process or 

negotiations required in the event the Court does not approve the recommended offer or in the 

event the recommended offer does not close, the amount of the deposit held by the Receiver

has been omitted from the statement. The amount of this deposit is disclosed in the Supplemental

First Report.

FOR THE PERIOD OF JUNE 30, 2016 TO NOVEMBER 17, 2016

INTERIM STATEMENT OF RECEIPTS AND DISBURSEMENTS

TUSCANY ENERGY LTD.

IN THE MATTER OF THE RECEIVERSHIP OF
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