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INTRODUCTION AND BACKGROUND

1. Strata Energy Services Inc. (“Strata Energy”) was incorporated pursuant to the Business

Corporations Act (Alberta) on June 17, 2003. Strata Services International Inc. (“Strata

International”), a wholly owned subsidiary of Strata Energy was incorporated under the

laws of the State of Nevada on December 15, 2006.

2. Strata Energy and Strata International (together the “Debtors” or “Strata”) operate as a

frilly integrated provider of oilfield services with a special focus on managed pressure

and underbalanced drilling. Strata’s head office is located at leased premises in

Blackfalds, Alberta. Strata maintained equipment operating depots in Cheyenne,

Wyoming, Buda, Texas, and Dexter City, Ohio, and sales offices in Calgary, Alberta, and

Denver, Colorado. Strata also has an operation and leased premises in Kurdistan to

support its Iraqi operations.

3. Strata Energy as borrower, and Strata International as guarantor, are indebted to PNC

Bank Canada Branch (“PNC”), the senior secured creditor of Strata, with respect to

certain credit facilities granted by PNC pursuant to and under the terms of a credit and

security agreement dated August 3, 2011, and an amended and restated revolving credit

and security agreement dated August 1, 2014 (together the “PNC Credit Facility”). As

security for its obligations under the PNC Credit Facility, Strata entered into a security

agreement in favour of PNC dated August 3, 2011 (the “Security”).

4. PNC entered into an intercreditor agreement dated March 30, 2012 with BDC Capital

Inc. (“BDC”) wherein PNC agreed to postpone its Security in respect of certain

collateral, which is subject to a security interest granted by Strata to BDC (the “BDC

Security”).

5. Strata originally defaulted on the terms of the PNC Credit Facility in December of 2014.

As a result of the occurrence of the defaults, PNC issued a demand and notice of

intention to enforce security pursuant to section 244 of the Bankruptcy and Insolvency

Act (the “BIA”) to Strata on May 29, 2015.
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6. PNC and Strata entered into a forbearance agreement (the “Forbearance Agreement”)

effective June 1, 2015. In conjunction with executing the Forbearance Agreement, Strata

also executed a form of Consent Receivership Order that could be relied upon by PNC if

and when a Forbearance Terminating Event (as defined in the Forbearance Agreement)

occurred.

7. A Forbearance Terminating Event occurred under the Forbearance Agreement, namely,

the failure of Strata to obtain a commitment, satisfactory to PNC acting reasonably,

providing for the sale of its Iraqi Assets on or before June 30, 2015.

8. On July 2, 2015 PNC’s counsel sent a reservation of rights letter in respect of the

Forbearance Terminating Event. In addition, Strata failed to provide timely weekly cash

flow forecasts in accordance with the Forbearance Agreement, which further caused PNC

to lose confidence in the management of Strata. The terms of the Forbearance

Agreement expired on August 31, 2015 and the PNC did not agree to extend or amend

the terms of the Forbearance Agreement.

9. During December 2014, Strata had engaged a financial advisor to actively pursue a

transaction, including a sale of some or all of Strata’s assets, a refinancing,

recapitalization or otherwise. The engagement of the financial advisor was terminated

during May 2015, with no acceptable offers being received by Strata for a sale of some or

all of its assets. During the term of the Forbearance Agreement, management of Strata

continued to solicit interest from certain parties to complete a transaction, which would

satisfy the obligations owing to PNC. However, despite its efforts, Strata was unable to

close such a transaction.

10. Since August 2015, Strata experienced significant negative cash flow, and management

of Strata projected a continuing cash burn to the end of 2015. In addition, there was

significant turnover in Strata’s key financial management. PNC lost confidence in the

current management of Strata and their ability to effectively manage the business and

affairs of Strata, and concluded that Strata would not be able to earn its way back to

liquidity, leaving no hope for PNC or other creditors to get repaid.
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11. On November 6, 2015, PNC, with the consent of BDC (together the “Lenders”) brought

an application to appoint a receiver to preserve the property of Strata and to realize on the

Security in an orderly fashion, including commencing a formal sales process.

12. On November 10, 2015 (the “Receivership Date”), this Honourable Court issued an

order (the “Receivership Order”) appointing The Fuller Landau Group Inc. as Receiver

(the “Receiver”), without security, of Strata’s current and future assets, undertakings and

properties of every nature and kind, whatsoever, and wherever situate, including all

proceeds thereof (the “Property”).

13. The First Report of the Receiver dated November 27, 2015 (the “First Report”) provided

this Honourable Court with information on the:

(a) Receiver’s activities since the date of its appointment;

(b) the engagement letter entered into with Raymond James & Associates, Inc.

(“Raymond James”) and a sealing order to protect its confidential terms;

(c) the granting of the Sales Advisor’s Charge (as defined in the First Report); and

(d) the Receiver’s proposed sales and investor solicitation process to market the

Property (the “SISP”).

14. On December 4, 2015, this Honourable Court issued an order (the “December 4th

Order”) approving:

(a) Receiver’s activities since the date of its appointment and the First Report;

(b) the Raymond James Engagement Letter and a sealing order to protect its

confidential terms;

(c) the SISP; and

(d) the granting of the Sales Advisor’s Charge.

15. Copies of the First Report and the December 4th Order are attached hereto as Exhibit

‘‘A’’.
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PURPOSE OF THIS REPORT

16. The purpose of this second report of the Receiver (the “Second Report”) is to:

(a) provide this Honourable Court with information on the:

(i) Receiver’s activities since the First Report;

(ii) results of the SISP and the offer accepted by the Receiver for the sale of

substantially all of the assets of each of the Debtors (the “Sales

Transaction”) and the terms and conditions of the asset purchase

agreement entered into by the Receiver and the Purchaser (as hereinafter

defined), which is subject to approval by this Honourable Court;

(iii) estimated potential priority claims;

(iv) review completed by the Receiver’s independent legal counsel regarding

the validity and priority of the secured claims against Strata;

(v) Receiver’s statement of receipts and disbursements and estimated funds

available for distribution; and

(vi) fees and disbursements of the Receiver and its legal counsel.

(b) recommend to this Honourable Court that it issue order(s):

(i) approving the Second Report and the conduct and activities of the

Receiver described therein;

(ii) approving the Sales Transaction in accordance with the terms and

conditions set out in the Accepted APA (as defined below);

(iii). on a successful closing of the Sales Transaction, vesting in the Purchaser

(as defined in the Accepted APA) all of the Debtors’ right title and interest

in the Purchased Assets (as defined in the Accepted APA), free and clear

of all liens, claims and encumbrances except as provided for in the

Accepted APA;

(iv) sealing the Confidential Exhibits to the Second Report, in order to

preserve the integrity of the SISP, until the completion of the Sales

Transaction, or until further Order of this Honourable Court;
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(v) authorizing the distribution of funds to the Lenders following completion

of the Sales Transaction; and

(vi) approving the fees and disbursements of the Receiver and its legal

counsel.

17. For reference purposes, any capitalized terms not otherwise defined in the Second Report

shall have the meanings ascribed to them in the First Report.

18. All amounts referred to in the Report are in Canadian dollars unless otherwise noted.

NOTICE TO READER

19. This report is prepared solely for the use of the Court, for the purpose of assisting the

Court in making a determination whether to approve the relief being sought. It is based

on the Receiver’s analysis of information provided to it by the management and directors

of Strata, which included unaudited financial statements and internal financial reporting.

The Receiver’s procedures did not constitute an audit or review engagement of Strata’s

financial information. The Receiver has relied upon the financial statements and

financial and other records of Strata in reaching the conclusions set out in this report.

ACTIVITES OF THE RECEWER SINCE THE FIRST REPORT

20. Since the First Report the Receiver has completed the following activities:

(a) meeting with the management of Strata (the “Management”) to review the

Property and Strata’s financial affairs, and to assess continuing Strata’s

operations;

(b) with the assistance of its agent, BDO Canada Limited (the “Agent”) overseeing

the continued operations of Strata, which include reviewing, approving and

paying:

(i) purchases of materials for ongoing customer projects;

(ii) wages and benefits to Strata’s employees;

(iii) equipment and realty leases; and
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(iv) utilities, insurance and other ongoing services.

(c) billing and collecting accounts receivable;

(d) responding to inquiries from creditors of Strata;

(e) reviewing relevant information from the books and records of Strata, as well as

financial and cash flow forecasts prepared by Management;

(f) carrying out inspections and sample test counts of equipment at Strata facilities in

Canada and the United States;

(g) working with Raymond James and meeting with interested parties to carry out the

SISP;

(h) reviewing Strata’s books and records to identify priority claims including a third

party claim for repossession of goods pursuant to section 81.1 of the BIA;

(i) preparing and issuing of the prescribed notices and statements of the Receiver

pursuant to sections 245(1) and 246(1) of the BIA, which were sent to Strata’s

creditors;

(j) retaining local counsel in Wyoming, and preparing materials to support the filing

of a petition to the US Bankruptcy Court requesting an order pursuant to Chapter

15 of the United States Bankruptcy Code in order to recognize the Receivership

Order (the “Recognition Orders”) and subsequent orders of this Honourable

Court to protect Strata’s property located in the United States; on January 26,

2016, the US Bankruptcy Court issued the Initial Recognition Orders. Copies of

the Recognition Orders are attached hereto as Exhibit “B”;

(k) preparing and sending notices, instructions and proofs of claim to the employees

of Strata pursuant to the prescribed requirements of the Wage Earners Protection

Program Act;

(1) requesting security documents from the Lenders, lessors and other parties with

registered security interests; and

(m) updating and maintaining of accounting records, preparation of payroll and sales

tax returns, and all other administrative duties related to the receivership.
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SALES AND INVESTOR SOLICITATION PROCESS (SISP)

21. Immediately subsequent to the granting of the December 4th Order, the Receiver and

Raymond James carried out the SISP to invite offers to purchase the assets of Strata (the

“Assets”) by way of a stalking horse process or outright purchase basis.

22. As reported in the First Report, the Receiver and Raymond James had been contacted by

a third party and its legal counsel regarding an offer for the purchase of certain of Strata’s

“Off-Shore” intellectual property (the “Off-Shore IP”) by way of a stalking horse bid.

The terms of a stalking horse asset purchase agreement to sell the Off-Shore IP (the “Off

Shore IP APA”) to the third party were negotiated following considerable efforts by

Raymond James, the Receiver and its legal counsel. However, after further consideration,

the third party advised that it was no longer interested in proceeding with the Off-Shore

IP APA and withdrew from further negotiations.

23. The SISP consisted of the following:

(a) preparing a list of parties to contact based on input from:

Raymond James’ U.S. and Canadian Energy Investment Banking,

Restructuring Investment Banking, and Financial Sponsor Investment

Banking groups; and

• Management, the Receiver, the Lenders, and Independent Oil and Gas

Technology Limited, the largest shareholder of Strata, as well as other

parties who had previously expressed an interest in Strata.

(b) coordinating the collection of financial and operating information of Strata, which

was posted to an electronic data room managed by Raymond James (the “Data

Room”);

(c) preparing a sales teaser (the “Teaser”); a copy of the Teaser is attached hereto as

Exhibit “C”;

(d) preparing a form of confidentiality agreement (the “CA”) and a confidential

information memorandum (the “CIM”) to invite offers to purchase the Assets,

which included an outline of the SISP timeline and procedures, and requested that
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initial expressions of interest be received by December 21, 2015 (the “Initial

Offer Deadline”); a copy of the CIM is attached hereto as Confidential Exhibit

(e) preparing two asset purchase agreement templates (the “APA templates”)

consisting of:

• a stalking horse purchase agreement template; and
o an outright purchase agreement template.

(f) contacting approximately 124 parties;

(g) sending the Teaser to approximately 113 parties, consisting of 78 potential

financial buyers, 31 potential strategic buyers and 4 liquidators;

(h) requiring final offers, in the form of the marked-up APA Templates to be

submitted no later than 5:00 PM Calgary time on January 15, 2016 (the “Final

Offer Deadline”), to include:

• identity of the purchaser(s);

o indication of the Assets to be purchased and the dollar value of the offer;

and

o closing conditions and timeline(s).

(i) receiving signed acceptable CAs from 31 parties;

(j) providing the CIM as well as access to the Data Room to those parties who had

submitted signed CAs; 25 parties visited the Data Room;

(k) hosting weekly SISP update calls with the Lenders;

(1) responding directly to numerous specific diligence requests for information and

arranging for site visits for parties to inspect the Assets and meet with

Management;

(m) receiving and reviewing initial non-binding expressions of interest to purchase all

or the majority of the Assets from 9 parties by the Initial Offer Deadline; and

(n) following the Initial Offer Deadline, coordinating a secondary round of

confirmatory due diligence by bidders, including onsite meetings.
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• Results of the SISP
24. By the Final Offer Deadline, the following bids were received:

four outright purchase offers - three of which were for the purchase of all of the

Assets, except for certain excluded items (the “Outright Purchase Offers”);

two stalking horse offers were received for all of the Assets (the “SH Offers”);

o one joint liquidation proposal (the “Liquidation Proposal”); and

• three of the four Outright Purchase Offers and both of the SH Offers were subject

to various conditions and/or further due diligence.

25. A summary of the Outright Purchase Offers, the SR Offers and the Liquidation Proposal

(the “Offer Summary”) is attached hereto as Confidential Exhibit “B”.

26. One of the Outright Purchase Offers was in the form of an expression of interest received

from a large public company that is a well-known strategic service provider to the oil and

gas industry (the “Pubco Bidder”), who advised that it had only recently become aware

of the SISP, and intended to submit a formal purchase offer within the next few days. On

January 19, 2016, the Pubco Bidder submitted an outright purchase offer conditional on

completion of further due diligence (the “Pubco Offer”) to the Receiver.

27. Although the Pubco Offer was conditional on completion of satisfactory due diligence,

the purchase price proceeds were significantly higher than all of the other offers received.

28. On January 21, 2015, with the consent of both PNC and BDC, the Receiver advised the

Pubco Bidder that it would accept the Pubco Offer and allow an exclusive period for the

Pubco Bidder to carry out its required due diligence.

29. Over the course of the next 26 days, Management, the Receiver and Raymond James

provided an opportunity for the Pubco Bidder and its advisors to conduct their due

diligence. At the same time the terms of an asset purchase agreement were negotiated

with the Pubco Bidder, which was signed by the Receiver on February 11, 2016 and held

in escrow pending execution by the Pubco Bidder. However, on February 16, 2016

following the holiday weekend, the Pubco Bidder informed the Receiver that although
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the due diligence completed to date had been satisfactory, as a result of current market

conditions, the Pubco Bidder was unable to obtain mandatory internal approvals and

regrettably would not be able to proceed with the Pubco Offer.

30. Due to the continuing deterioration in the market conditions for oil and gas services, and

the impact on the liquidity of Strata in the short term, continuing the SISP for more than a

few weeks would be risky and uncertain. On February 17, 2016, following consultation

with the Lenders, the Receiver and Raymond James re-approached and requested firm

offers from the two bidders that submitted the next highest offers, and who as a result of

their work to date would likely be in position to purchase the Assets on an expedited

basis. The Receiver’s request to resubmit their offers by February 22, 2016 was not able

to be met and a firm deadline of noon on February 26, 2016 was set.

31. On the afternoon of February 26, 2016, one of the bidders advised the Receiver that it

would not be submitting an offer. During that same day, the other bidder advised that it

would need an extension of a few days to confirm whether it would be submitting another

offer. On March 2, 2016, an outright purchase offer in the form of an asset purchase

agreement without contingencies was received from Air Drilling Associates Inc.

(“ADA”).

32. ADA is a well-known energy services company that provides similar drilling services to

Strata. Raymond James’s had prior knowledge of ADA, and spoke to ADA’s bank who

confirmed that it had sufficient cash resources to complete the transaction.

33. The offer received from ADA was for less proceeds than its previous bid. However,

following consideration of the continuing uncertainty in the oil and gas services industry,

the concerns regarding the ability of Strata to continue to operate on limited cash

resources, and the costs and benefits of continuing the SISP, the Receiver and Raymond

James concluded that completion of the going concern offer from ADA represented the

best option available for Strata’s stakeholders.

34. On March 3, 2016, with the consent of the Lenders, the Receiver advised ADA that it

was agreeable to its offer and an asset purchase agreement, sub] ect to Court approval (the
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“Accepted APA”) was executed by the Receiver and ADA. A deposit of 15% of the

offer price was received on March 4, 2016.

a The Accepted APA

35. Details of the Accepted APA are summarized in the following paragraphs (Note- all

defined terms have the meaning as described in the Accepted APA and this summary is

qualified in its entirety by the Accepted APA).

36. Purchased Assets include Strata’s interest in:

• Equipment and certain equipment leases, if and to the extent assignable;

o certain realty leases, if and to the extent assignable;

o all books and records related to the Purchased Assets;

• Inventory

o certain licenses, registrations, and permits, if and to the extent assignable; and

• all intellectual property rights, including registered and unregistered patents,
copyrights, trademarks, domain and corporate names, other intellectual property
and goodwill.

37. Excluded Assets include:

• cash and bank accounts;

• accounts receivable;

o Claims not related to the Purchased Assets; and

• Tax refunds.

38. The completion of the Accepted APA is subject to usual and standard closing conditions

having occurred by the Closing Date, which is to be within five Business Days following

the receipt of orders of this Honourable Court approving the Sales Transaction (the

“Approval Order”), and vesting in the Purchaser all of Strata’s right, title and interest in

the Purchased Assets respectively, and in each case, free and clear of all liens, claims and

encumbrances as described in the Accepted APA (the “Vesting Order”), as well as an

order of the US Bankruptcy Court recognizing the Approval Order and the Vesting

Order.

39. The Receiver believes that certain details regarding the Purchased Assets and the

Purchase Price in the Accepted APA should be kept confidential until the closing of the
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Sales Transaction, as disclosure of such details could prejudice future sale efforts should

the Sales Transaction not close for any reason.

40. A copy of the Accepted APA in redacted form, deleting certain references to the details

of the Purchased Assets and the Purchase Price, is attached hereto as Exhibit “D”. A

copy of the Accepted APA in unredacted form is attached hereto as Confidential Exhibit

41. At all times since ‘ADA’s involvement in the sales process, ADA has acted in good faith

in the conduct of arm’s length negotiations with the Receiver and its advisors.

POTENTIAL PRIORITY AND SECURED CLAIMS

o Potential Priority Claims

42. The Receiver received one 30 Day Goods Claim, which was reviewed. The claim did not

meet the eligibility requirements of section 81.1 of the BIA, and the claimant was advised

accordingly.

43. The Receiver reviewed the books and records of Strata and has identified potential

priority claims totaling approximately $55,425, which consist of the following:

a) eligible amounts owing for wage/vacation pay pursuant to section 81.4 of the BIA

totaling approximately $22,700 for eligible Canadian employees and

approximately $3,000 for eligible United States employees.

b) eligible amounts owing for vacation pay arrears, which may represent a deemed

trust pursuant to the Alberta Employment Standards Code of approximately

$5,000; and

c) GST arrears as at the Receivership Date of approximately $24,725.
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o Secured Claims

44. The Receiver instructed its independent legal counsel, Dentons Canada LLP and Dentons

US LLP (together “Dentons”) to review the security agreements of the Lenders,

including any intercreditor agreements and other registered secured interests, in order to

assess the validity and priority of secured claims.

45. Dentons advises the Receiver that it has completed an independent review of the security

held by the Lenders, and that subject to certain standard assumptions and qualifications,

Dentons’s independent review concluded that the Lenders have valid and enforceable

first priority security over the personal property of Strata in Canada, and the United

States, except for specific Assets, which are subject to certain lease agreements.

FUNDS AVAILABLE FOR DISTRIBUTION

46. The Receiver has prepared a Statement of Receipts and Disbursements for Strata to

March 4, 2016 (the “Statement of Receipts and Disbursements to March 4, 2016”),

which shows net funds on hand of $405,767 and US$1,109,389 as at March 4, 2016, and

is summarized as follows:
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Receipts
AR Collections
Transfers
Exchange Gain
Total
Disbursements
Rent

Strata Services International Inc.
Receipts and Disbursements

November 10, 2015 to March 4, 2016

Purchases & Subcontractors
Salaried Payroll
Field Payroll
Payroll benefits
Payroll - related to Intellectual Property
Legal Fees related to Intellectual Property
Insurance payment
Vehicle/Equipment Leases
Sales Advisor Costs
Utilities- see Note 2
Phone/Internet -see Note 2
Miscellaneous
professional Fees
Total
Net Cash Inflow
Opening cash- November 10, 2015
Closing Cash - March 4, 2016

Notes
i. Disbursements include GSTwhere applicable
2. Utilities and Phone/internet costs are included in US$ rent costs

47. A copy of the Statement of Receipts and Disbursements to March 4, 2016 is attached

hereto as Exhibit “E”.

48. The Lenders have advised the Receiver that they have agreed to a formula to share the

costs of the receivership and to allocate the net proceeds from the Sale Transaction based

on the pro-rata portion of their secured claims. The Receiver believes that this allocation

formula is fair and it will be used to calculate the amounts to distribute net funds payable

to each of the Lenders.

CDN$ US$

$ 2,389,788
405,143
141,354

2,936,286

$ 2,385,278
$ (405,144)

1,980,134$ $

$ 184,263 $ 63,316
269,311 72,834
495,106 142,604
864,321 423,329
81,743 35,047
33,582 -

3,300 -

112,356 76,512
29,106 2,110

100,000 -

7,768 -

8,543 -

3,070 1,626
486,582 86,642

$ 2,679,052 $ 904,021
$ 257,234 $ 1,076,113

148,533 33,275

$ 405,767 $ 1,109,389
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49. The Receiver has prepared a schedule of estimated funds available for distribution from

the net realization from the sale of the Assets, less remaining costs, professional fees and

priority claims (the “Schedule of Estimated Net Realization and Funds Available for

Distribution”), which shows that there will be a significant shortfall in the amount of

available funds, net of remaining costs, professional fees and priority claims, to payout in

full the secured claims of the Lenders. A copy of the Statement of Estimated Net

Realization is attached hereto as Confidential Exhibit “D”.

PROFESSIONAL FEES

50. The Receivership Order directs and empowers the Receiver to pass its accounts from

time to time, and to include any necessary fees and disbursements of its legal counsel in

the passing of its accounts.

51. Pursuant to paragraph 17 of the Receivership Order, the fees and disbursements of the

Receiver and its legal counsel form a first charge on the Property in priority to all security

interests, trusts, liens, charges and encumbrances, statutory or otherwise, in favour of any

person, but subject to sections 14.06(7), 81.4, and 81.6(2) of the BIA.

52. The fees and disbursements of the Receiver and its Agent invoiced for the period ending

February 12, 2016 total $297,711.07 (excluding GST). Attached hereto as Appendix “F”

is a summary schedule and copies of the accounts of the Receiver and its Agent.

53. The fees and disbursements incurred for services provided by Dentons invoiced for the

period ending January 30, 2016 total $165,005.52 (excluding GST) and US$87,422.62.

Attached hereto as Appendix “G” is a summary schedule and copies of the accounts of

Dentons.

54. The total fees and disbursements incurred for services provided by Dray, Dyekman, Reed

& Healey, P.C. (“Dray Dyekman”), local Wyoming counsel to the Receiver invoiced for

the period ending February 11, 2016 total US$14,286.20. Attached hereto as Appendix

“H” is a summary schedule and copies of the accounts of Dray Dyekman.
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COMPLETION OF THE RECEIVERSHIP

55. Following the completion of the Sales Transaction, the remaining duties of the Receiver

will include:

(a) attempting to realize on the assets excluded from purchase in the Accepted APA,

if any, and disclaiming any contracts or leases excluded from purchase in the

Accepted APA;

(b) dealing with the potential priority claims, including reporting and administration

of claims of terminated employees pursuant to the Wage Earner Protection

Program Act (Canada);

(c) determining adjustments to the final purchase price in the Accepted APA and

completing payment/receipt of the final amounts due to/from the Purchaser;

(d) ensuring completion and filing of final GST, income tax, and payroll tax returns

for Strata;

(e) paying any remaining costs, priority claims, and making distributions of

remaining funds to the Lenders;

(f) filing the Receiver’s reports pursuant to section 246 of the BIA; and

(g) reporting to this Honourable Court on final realizations and distribution of funds,

and applying for its discharge.

SUMMARY AND RECOMMENDATIONS

56. Strata defaulted on its loans owing to PNC during December 2014. Since that time,

Strata tried to find a buyer, investor or lender to sell the business, attract new capital, or

refinance the debt. However, these efforts were not successful and after having defaulted

on the Forbearance Agreement, and with little liquidity and no viable prospects of a

turnaround, the Receivership Order was issued on November 10, 2015 in order to provide

a short period for the Receiver to carry out the SISP with the hope that Strata could be

sold as a going concern.
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57. The Receiver believes that the SISP was carried out fairly and properly exposed the

Assets to the market through an extensive marketing process. With the current

challenges to the oil and gas market expected to continue for an undetermined period, the

limited cash resources of Strata, and the results of the SISP, the Receiver believes

completion of the Sales Transaction is the best outcome for the stakeholders of Strata.

58. The Purchaser is capable of quickly completing the Sales Transaction. The Purchaser has

conducted itself in good faith and has advised the Receiver that it plans to continue

Strata’s business, which will benefit Strata’s customers and suppliers. In addition, the

Purchaser currently intends to provide, in its sole discretion, employment opportunities

for a number of Strata’s employees.

59. The terms of the Accepted APA have been approved by the Lenders and the Receiver

believes that they are commercially reasonable, and the Accepted APA is the result of

arm’s length negotiations.

60. The independent review of the security held by the Lenders concludes that the Lenders

have valid and enforceable first priority security over the assets of the Debtors, with the

exception of specific Assets, which are subject to certain lease agreements.

61. The Receiver’s Statement of Estimated Net Realization and Funds Available for

Distribution shows that the Lenders will incur a significant shortfall, and as a result, there

will be no remaining funds available for unsecured creditors. Therefore except for

certain leased Assets, the Lenders have the only economic interest in the Property.

62. The Receiver respectfully recommends that this Honourable Court grant an Order which

provides approval for:

(a) the Second Report and the conduct and activities described therein;

(b) sealing the Confidential Exhibits until the Sales Transaction has been completed;

(c) approving the Accepted APA, and any additional documents as may be necessary

or desirable for the completion of the Sales Transaction;
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(d) providing that, upon the delivery by the Receiver to the Purchaser of a certificate

confirming the satisfaction or waiver (where permitted) of the conditions

precedent in the Accepted APA, (i) Strata’s right, title and interest, if any, in and

to the Purchased Assets (as defined in the Accepted APA) shall vest in and to the

Purchaser free and clear of all encumbrances, other than any permitted

encumbrances;

(e) approving the Statement of Receipts and Disbursements to March 4, 2016;

(1~ paying distributions to the Lenders as determined by the Receiver using the

agreed upon allocation formula from surplus funds net of amounts required to pay

remaining receivership costs, priority claims, and approved professional fees

following closing of the Sales Transaction

(g) approval of the Receiver’s fees and disbursements and those of its legal counsel

as set out herein; and

(h) such further and other relief as this Honourable Court deems just.

This Report is respectfully submitted to this Honourable Court as of this 8th day of March, 2016.

The Fuller Landau Group Inc.
in its capacity as Court-Appointed Receiver of
Strata Energy Services Inc. and
Strata Services International Inc.
and not in its personal or corporate capacity

Per:

Senior Vice President
CA, CIRP, LIT

20



EXHIBIT “A”

TO THE SECOND REPORT

OF THE RECIEVER

Dated March 9, 2016







































































EXHIBIT “B”

TO THE SECOND REPORT

OF THE RECIEVER

Dated March 9, 2016























EXHIBIT “C”

TO THE SECOND REPORT

OF THE RECIEVER

Dated March 9, 2016



December 2015 

Drilling Services Investment Opportunity 

CONFIDENTIAL  
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 Managed Pressure Drilling (“MPD”) 

 Underbalanced Drilling (“UBD”) 

 Rotating Pressure Control 

 Choke and Choke Manifolds 

 Surface Recovery Systems 

 Equipment Rental 

 Multiphase Modeling Simulation 

 Engineering and Project Management 

 

Company Overview 

LEADING SPECIALIZED PERFORMANCE DRILLING PROVIDER 

Business Overview Technology and Services 

Markets  

 Since its founding in Canada in 2003, the Company has grown to be the 
fourth largest performance drilling service provider in the world with 
operations throughout Canada and the United States 

 

 

 

 

 

 

 

 

 

 The Company also has an operations base in Iraq which supports 
Chevron’s operations in the region 

 The Company is a leading provider of specialized MPD and UBD 
performance drilling services and rental equipment and is based in 
western Canada 

- Performance drilling allows oil and gas companies to drill faster, 
reduce costs, reduce reservoir damage and enhance returns by 
controlling fluids and pressure in an overall safer manner 

- Most oil and gas basins in the world are receptive to 
performance drilling, which is used by major oil companies 

 Differentiated provider given its integrated and customized offerings 

 High margin business powered by market leading technology, superior 
equipment and management team with extensive industry experience 

 Recently appraised equipment values in excess of ~$C30 million NOLV 

 The Company leverages its patented and proprietary equipment and 
technology to serve clients 

 Impressive list of recurring “Top Tier” clients, including: 

 

 

 

 The Company achieved approximately C$30 million in revenue and 
approximately C$5 million in EBITDA in 2014 

 The Company is on track to reach approximately C$19 million in revenue 
and approximately C$800 thousand in EBITDA for 2015 despite the 
challenges which faced the oil and gas sector 

 The Company implemented a number of cost reduction measures and 
believes EBITDA will recover significantly in 2016 



CONFIDENTIAL | 3 

UNIQUE ENERGY SERVICES TRANSACTION OPPORTUNITY 
Investment Highlights and Transaction Overview 

 The Company is in formal restructuring proceedings 
effective November 10, 2015 

 

 Raymond James has been retained to pursue a court 
approved sale of the business, in whole or in part, which 
will be able to be completed free and clear of all liabilities 

- Process creates a unique buying opportunity 
Material Growth Opportunities  

Experience expanding into new markets and developing new products. 
Successfully entered Iraq in 2011. 

3 

Demonstrated Market Leader 

Top 4 market leader; strong competitive positioning in select international 
markets. 

2 

High Operational Leverage 
~45% gross margins at low fixed cost requirements drive EBITDA.  

4 

Attractive Market Niche 

Positioned in a growing market; increasing use of MPD among all producers 
driven by shift into unconventional formations. 

1 

High “Compete” Factor for Prime Opportunities  

Demonstrated ability to win and retain clients (as a result of its unique 
market niche and established track record). The Company offers customized, 
superior and more consistent service vs. its competitors.  

5 

Barriers to Entry 

Patented IP, proprietary know-how and high capital costs. Hard to recreate 
mixture of core assets, top talent, infrastructure, state-of-art technology, 
revenue lines and first class market reputation.  

6 

Streamlined Operations and Pristine Balance Sheet 

Restructuring process creates unique buying opportunity. Recently appraised 
equipment values in excess of ~C$30 million NOLV. 

7 

Investment Highlights Transaction Opportunity 

Please direct all inquiries to the following Raymond James 
professionals: 

Restructuring Investment Banking 

Adam Kauffman 
Managing Director 

T. 416-777-7145 
Adam.Kauffman@ 

RaymondJames.com 

Dan Connell 
Analyst 

T. 212-885-1804 
Dan.Connell@ 

RaymondJames.com 

Energy Investment Banking 

Jason Holtby 
Senior Managing Director 

T. 403-509-0515 
Jason.Holtby@ 

RaymondJames.ca 

Kent Janostin 
Analyst 

T. 403-509-0577 
Kent.Janostin@ 

RaymondJames.ca 

Contact Information 
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