
IN THE UNITED STATES BANKRUPTCY COURT

FOR THE DISTRICT OF WYOMING

In re

STRATA ENERGY SERVICES INC.,

Debtor in a Foreign Proceeding.

Chapter 15

Case No. 15-_____

In re

STRATA SERVICES INTERNATIONAL INC.,

Debtor in a Foreign Proceeding.

Chapter 15

Case No. 15-_____

Recognition and Joint
Administration Requests Pending

DECLARATION OF KEN PEARL
IN SUPPORT OF VERIFIED PETITIONS

FOR RECOGNITION OF CANADIAN PROCEEDING UNDER
CHAPTER 15 AND MOTION FOR ORDER GRANTING RELATED RELIEF

I, Ken Pearl, pursuant to 28 U.S.C. § 1746, hereby declare under penalty of

perjury under the laws of the United States of America that the following is true and

correct:

1. I am a natural person over the age of 18, a citizen of Canada, and, if called

upon, could testify to all matters set forth in this declaration.

2. I am a Senior Vice President at The Fuller Landau Group Inc., the

appointed receiver and duly authorized foreign representative (the “Petitioner”) of Strata

Energy Services Inc. (“Strata Energy”) and Strata Services International Inc. (“Strata

International” together with Strata Energy, “Strata” or the “Debtors”) in a proceeding (the

“Canadian Proceeding”) under section 243 of the Bankruptcy and Insolvency Act, R.S.C.

Case 15-20821    Doc 5    Filed 12/14/15    Entered 12/14/15 17:18:23    Desc Main
 Document      Page 1 of 41



-2-

1985, c. B-3, as amended (the “BIA”) before the Court of Queen’s Bench of Alberta,

Judicial Centre of Calgary (the “Canadian Court”).

3. Matters stated in this declaration that are statements of fact and that are

based upon my personal knowledge are true and correct. Matters stated in this

declaration that are statements of fact and that are not based upon my personal knowledge

but that are derived from documents or information supplied to me are true to the best of

my information and belief.

4. I am a Chartered Insolvency and Restructuring Professional and specialize

in corporate workouts, bankruptcy, and other insolvency matters. I am a Senior Vice

President in the accounting and advisory firm The Fuller Landau Group Inc. and, since

June 2015, have been a part of the insolvency practice of The Fuller Landau Group Inc.

Before joining The Fuller Landau Group Inc., I worked as a Restructuring Professional at

Deloitte & Touche LLP and later BDO Canada LLP. I have been practicing in the area of

corporate workouts, bankruptcy and insolvency for 20 years, acting as a receiver,

monitor, and/or bankruptcy trustee for domestic and foreign clients, as well as advising in

respect of out-of-court liquidations.

5. I hereby submit this declaration in support of the Debtors’ verified petitions

for recognition of the Canadian Proceeding under chapter 15 of title 11 of the United
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States Code (the “Bankruptcy Code”) and motion for order granting relief related thereto

(collectively, the “Verified Petition”).1

BACKGROUND

A. Strata’s Business, Assets, Corporate Structure, and Debt Structure

6. Business and Assets. Founded in 2003, Strata is a global, fully integrated

provider of oilfield services with a special focus on managed pressure and underbalanced

drilling. Strata provides an array of oil-and-gas products and services to its clients,

including rotating flow diverters for drilling applications, surface recovery and separation

systems, membrane nitrogen and compression equipment and services, light snubbing

machine and services, and engineering and project management services. In addition,

Strata offers oil-and-gas equipment rentals, including compressors, mist pumps, boosters,

membranes, and wireline retrievable floats for drilling, workover, re-entry, and

completion operations. Strata also manufactures various products for the oil and gas

industry.

7. Strata serves oil-and-gas companies and their operations throughout the

world. Strata is headquartered in Alberta, Canada and has administrative and/or auxiliary

offices in the United States, United Arab Emirates, Kurdistan, and Indonesia.

8. Corporate Structure. Strata Energy, incorporated in 2003, is a privately

held parent company incorporated pursuant to the laws Alberta, Canada (Business No.

882587603RC0001 and Alberta Corporation No. 2010525182). To the best of the

1 Capitalized words not otherwise defined herein shall have the meaning set forth in the
Verified Petition.
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Petitioner’s knowledge based upon its review of Strata’s books and records, as of

November 10, 2015, Strata Energy had approximately 1,848,892 common shares

outstanding held by the following persons and entities:

Shareholder Percentage

1052242 Alberta Ltd. 52.25%

International Oil and Gas Technology Ltd. 46.25%

FX Energy Group PTE Ltd. 1.00%

Jason Scheyen 1.50%

Total 101%2

9. Strata Energy’s primary management team and headquarters are located at

its registered place of business: 27312-245 TWP Rd 394, Blackfalds, Alberta T0M 0J0

Canada (the “Head Office”). Strata Energy has four directors: Miles Walker, Ken Travis,

Wayne Rutherford, and Lyle Filliol. All of Strata Energy’s directors are Canadian

citizens and residents. Strata Energy has a registered branch located in Iraq, which Strata

Energy uses to store, repair, and deploy the Iraq Assets (defined herein).

10. Strata International, incorporated in 2006, is the wholly owned subsidiary

of Strata Energy incorporated in Nevada (Business No. 20061797128). Though Strata

International’s primary management team is located at the Head Office, it maintains an

office within the United States for administrative purposes, which office is located at:

2 These numbers were pulled directly from certain documents that the Petitioner found
among Strata’s books and records. Although these numbers appear inaccurate, the
Petitioner is currently investigating Strata’s assets and affairs, and will update the
Court as necessary throughout the course of the investigation in order to correct any
inaccuracies or otherwise provide additional information.
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4194 West 5th Street, Cheyenne, Wyoming 82007. Strata International has two officer-

directors: Ken Travis and Lyle Filliol. As mentioned above, Mr. Travis and Mr. Filliol

are Canadian citizens and residents, and also sit on Strata Energy’s board of directors.

11. In addition to Strata International, Strata Energy owns subsidiaries in both

Mexico and the United Arab Emirates: Strata Energy Services de Mexico SA de CV

(“Strata Mexico”) and Strata Oilfield Servicing Management (UAE) (“Strata UAE”),

respectively. However, to the best of the Petitioner’s knowledge, neither Strata Mexico

nor Strata UAE currently operates a business, owns or possesses any material assets, or

has any outstanding liabilities.3

12. Debt Structure.4 Strata Energy primarily funded its operations through

secured debt obtained from PNC Bank Canada Branch (“PNC Bank”). In addition, based

on a preliminary review of Strata’s books and records, the Petitioner believes that either

Strata Energy, Strata International, or both, have or otherwise may have obtained

additional secured debt from one or more of the following: BDC Capital Inc. (“BDC

Capital”) and/or Wells Fargo Bank, N.A. (“Wells Fargo”).

3 Strata Mexico has some cash on deposit in a Mexican bank. Thus, the Petitioner will
attempt to recover same for administration in the Canadian Proceeding. Strata
Mexico’s only known liability is an intercompany payable in the amount of USD
$242,000, due and owing to Strata Energy.

4 The Petitioner was only recently appointed receiver for Strata and has begun to
diligently investigate Strata’s operations and finances—including any potential claims
or competing interests in Strata’s assets. However, given the early stage of the
investigation and the Canadian Proceeding, the Petitioner does not have a complete
understanding of Strata’s finances and operations and therefore, no statement or
omission herein should be construed as an admission with respect to the nature,
extent, scope, and validity of any potential claim against Strata or its assets.
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a. Strata’s Secured Debt

13. Pursuant to that certain Credit Agreement dated August 1, 2011, between

PNC Bank and Strata Energy (as amended, the “PNC Credit Agreement”), PNC Bank

advanced certain funds to the Debtors (the “Advances”). To the best of the Petitioner’s

knowledge, under the PNC Credit Agreement, Strata Energy was at one time indebted to

PNC Bank pursuant to the Advances as follows:

Loan Type Amount (CAD)

Revolving Advances $4,000,000

Term Loan $22,000,000

Total $26,000,000

14. Pursuant to that certain Guarantee dated August 3, 2011 (the “Guarantee”),

Strata International covenanted to perform all obligations owing by Strata Energy to PNC

Bank under the PNC Credit Agreement. The Advances and all other amounts advanced

under the PNC Credit Agreement and the Guarantee were secured by (i)(a) that certain

grant of security pursuant to the terms of the PNC Credit Agreement, (b) that certain

General Security Agreement dated August 3, 2011 (the “GSA”), and (c) that certain IP

Security Agreement dated July 31, 2014 executed by Strata Energy in favor of PNC Bank

(together with the GSA, the “Borrower Security”) and (ii) that certain security agreement

dated August 3, 2011 executed by Strata International in favor of PNC Bank (the

“Guarantor Security” together with the Borrower Security, the “Security”).
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15. To the best of the Petitioner’s knowledge, Strata Energy used certain

portions of the Advances under the PNC Credit Agreement to fund its US operations

conducted through Strata International.

16. In addition to the PNC Credit Agreement, it appears that the assets of Strata

Energy, Strata International, or both, are or otherwise may be subject to liens and/or

security interests held by BDC Capital, and/or Wells Fargo. To the best of the

Petitioner’s knowledge, pursuant to certain loan documents, BDC Capital holds a claim

against Strata in the amount of CAD $5 million (the “BDC Indebtedness”) secured by

certain of Strata Energy’s intellectual property and life-insurance policies. As for Wells

Fargo, same filed a statement asserting a security interest and/or lien with respect to the

assets of Strata International. However, the Petitioner has not yet determined (i) the

nature, scope, or validity of Wells Fargo’s alleged security interest and/or lien or (ii) the

amount (if any) of any alleged claim held by Wells Fargo.

b. The Intercreditor Agreement

17. On March 30, 2012, PNC Bank, BDC Capital, and Strata entered into that

certain Inter-creditor Agreement (the “Intercreditor Agreement”). Pursuant to the

Intercreditor Agreement, PNC Bank agreed to partially subordinate its Security to BDC’s

security interest with respect to certain intellectual property and life-insurance proceeds.

Further, in conjunction with the Intercreditor Agreement, the parties executed that certain

license agreement (the “License Agreement”), which agreement is effective given the

commencement of a receivership proceeding regarding Strata Energy. The License
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Agreement provides PNC Bank with the limited right to use certain intellectual property

to complete any of Strata’s ongoing projects.

c. The Shareholder Note

18. In addition to the above secured debt discussed above, to the best of the

Petitioner’s knowledge based on its preliminary review of Strata’s books and records, in

August 2011, Strata Energy executed a USD $2 million promissory note (the

“Shareholder Note”) in favor of shareholder International Oil and Gas Technology Ltd.

(“OGT”). The Shareholder Note was provided to OGT in connection with the conversion

of certain debentures, which were initially set to mature in August 2012. The

Shareholder Note bears interest at 4.00% per annum and matured on November 30, 2012.

However, to the best of the Petitioner’s knowledge, as of November 10, 2015 the

Shareholder Note had not been paid and Strata Energy and OGT had not negotiated terms

for the Shareholder Note’s extension or repayment.

B. Strata’s Financial Difficulties

a. Global Market Challenges

19. Between 2013 and 2014, Strata’s financial condition began to rapidly

deteriorate due, in large part, to macroeconomic conditions. Declining oil prices and

reduced demand for oil have taken a toll on the global oil-and-gas industry, and forced a

number of Strata’s clients to scale back—and in some cases, cease—operations. Industry

conditions similarly drove down pricing and demand for Strata’s services and further

intensified competition within the oilfield-services space. As a result, Strata soon
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encountered significant cash-flow problems, and struggled to generate enough cash to

both maintain its operations and service its debt.

b. PNC Bank’s Demand for Payment and Forbearance

20. In December 2014, Strata Energy breached certain financial covenants

under the PNC Credit Agreement and defaulted thereunder. PNC Bank notified Strata of

the default by letters dated January 26, February 6, and March 30, 2015.5

21. Accordingly, on May 29, 2015, PNC Bank issued demands and notices of

its intention, in accordance with section 244 of the BIA, to (i) enforce its Security and (ii)

accelerate the indebtedness under the PNC Credit Agreement, to both Strata Energy and

Strata International in respect of the PNC Credit Agreement, the Guarantee, and the

Security.

22. Shortly thereafter, PNC Bank and Strata executed that certain forbearance

agreement effective June 1, 2015 (the “Forbearance Agreement”) for the purpose of

allowing Strata time to complete a sale of some or all of its assets, specifically, certain of

Strata’s assets located in Iraq (the “Iraq Assets”). Under the Forbearance Agreement,

Strata Energy was required to obtain a commitment for the sale of the Iraq Assets on or

before June 30, 2015. The proceeds of any such sale were to be used to reduce the PNC

Indebtedness (defined below) under the PNC Credit Agreement.

5 In addition, as of June 2015, Strata Energy breached certain financial covenants in
connection with its obligations to BDC, which constituted an additional event of
default under the PNC Credit Agreement.
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23. Further, pursuant to the Forbearance Agreement, Strata Energy and Strata

International each (i) acknowledged receipt of PNC Bank’s demand for payment and

waived any other right to notice or demand from PNC Bank and (ii) executed a consent

order providing for the commencement of a receivership in the event of termination of

the Forbearance Agreement. In addition, under the terms of the Forbearance Agreement,

PNC Bank released to Strata Energy $400,000 from a reserve established in connection

with the PNC Credit Agreement in order to fund the sale of the Iraq Assets.

24. Strata Energy failed to obtain a commitment with respect to the sale of the

Iraq Assets by the applicable deadline, and in addition, the Forbearance Agreement

expired by its terms on September 1, 2015. PNC Bank did not agree to extend the terms

of the Forbearance Agreement or otherwise advance additional funds under the PNC

Credit Agreement.

25. As of November 10, 2015, the indebtedness owing by Strata Energy under

the PNC Credit Agreement and Forbearance Agreement total $22,506,223 plus fees and

costs (the “PNC Indebtedness”).

c. The Attempted Sale of Strata Energy’s Assets

26. In December 2014, Strata engaged Cronus Partners LLC (“Cronus”) for the

purpose of pursuing a material transaction, including but not limited to, the potential sale

of some or all of Strata’s assets, a refinancing, or other recapitalization. Unfortunately,

Cronus failed to identify an acceptable offer to explore or consummate any such material

transaction. Consequently, on May 21, 2015, Strata terminated its engagement of

Cronus.
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27. After Cronus was terminated, Strata began attempting to facilitate a sale of

some or all of its assets through an informal process. Despite some interest, Strata has

not procured a firm offer from any potential purchaser.

C. The Canadian Proceeding

28. Commencement. Between July and August 2015, PNC Bank and Strata

continued to engage in discussions regarding Strata’s various defaults and PNC Bank’s

concerns regarding Strata’s financial circumstances. The parties could not reach a

resolution. Further—based on my review of certain books and records—I determined

that, since August 2015, Strata Energy had experienced a cash burn of more than CAD

$1.5 million, and further estimated that the cash burn from November 2015 through

December 2015 will exceed CAD $500,000. As a result, PNC Bank determined that

Strata could not continue to manage its business or complete a formal sale process and

thus, a receiver should be immediately appointed to oversee Strata’s cash flow and

commence a sales process.

29. On November 6, 2015, PNC Bank filed and served notice of its originating

application for the appointment of a receiver with respect to both Strata Energy and Strata

International in the Canadian Proceeding. On November 10, 2015, the Canadian Court

conducted a hearing in connection with PNC Bank’s receivership application and entered

a the consent receivership order (the “Receivership Order”) in the Canadian Proceeding

appointing the Petitioner as receiver over all of Strata’s “current and future assets,

undertakings and properties of every nature and kind whatsoever, and wherever situate,

including all proceeds thereof” (collectively, the “Property”).
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30. Pursuant the Forbearance Agreement, the Receivership Order was entered

with Strata’s consent to the terms thereof.

31. A true and correct certified copy of the Receivership Order is attached

hereto as Exhibit A.

32. The Receivership Order. Pursuant to the Receivership Order, the Petitioner

is empowered and authorized, but not obligated, to act at once in respect of the Property,

including, but not limited to:

a. to take possession of and exercise control over the Property and any and all

proceeds, receipts and disbursements arising out of or from the Property;

b. to receive, preserve and protect the Property, or any part or parts thereof;

c. to manage, operate and carry on the business of the Debtors;

d. to receive and collect all monies and accounts now owed or hereafter owing

to the Debtors;

e. to market any or all of the Property;

f. to sell, convey, transfer, lease or assign the Property, or any part or parts

thereof, outside of the ordinary course of business;

g. to apply for any vesting order or other orders necessary to convey the

Property or any part or parts thereof to a purchaser or purchasers thereof,

free and clear of any liens or encumbrances affecting such Property;

h. to exercise any shareholder, partnership, joint venture or other rights which

the Debtors may have; and

i. to take any steps reasonably incidental to the exercise of these powers or

the performance of any statutory obligations,

and in each case where the Petitioner takes any such actions or steps, it is exclusively

authorized and empowered to do so, to the exclusion of all other parties, including the

Debtors.
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33. In addition, pursuant to the Receivership Order, the Petitioner is duly

authorized and empowered to, among other things, (i) act as Strata’s “foreign

representative” as that term is defined in section 101(24) of the Bankruptcy Code; (ii)

seek recognition of the Canadian Proceeding under chapter 15 of the Bankruptcy Code;

and (iii) seek any other relief from foreign courts as the Petitioner deems just and proper.

34. Role of the Petitioner as BIA Receiver.6 Pursuant to the BIA, the Petitioner

is an independent officer of the Canadian Court and acts on behalf of all of Strata’s

creditors. The Petitioner is further charged with the duty to secure and monetize Strata’s

assets to maximize realization for distribution to creditors entitled to same. Also,

pursuant to the BIA, the Petitioner is obligated to file reports with the Canadian Court

and the Superintendent of Bankruptcy, the federal regulator in Canada, on the progress

of, and major events that occur during, the Canadian Proceeding.

35. To that end, the Petitioner is in the process of inspecting Strata’s books and

records, taking possession of the Property, identifying potential creditors in Canada and

the US, notifying them of the Canadian Proceeding and these chapter 15 cases where

necessary or appropriate, and determining the complete body of claims against the

Property and their respective priority.

36. The Petitioner is also in the process of undertaking a marketing process in

respect of certain of the Property with a view to identifying one or more suitable buyers

6 For a more fulsome discussion of a BIA receivership proceeding, the Petitioner
respectfully refers the Court to the Mann Declaration filed contemporaneously
herewith.
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and completing sale transactions in respect of the Property (any such transaction, a

“Sale”). In most cases, pursuant to the Receivership Order, the Petitioner will require

approval of the Canadian Court for each significant Sale and will seek from the Canadian

Court a vesting order, delivering title to the assets free and clear of the claims of all

creditors.

37. The BIA Receivership Claims and Distribution Processes. The Petitioner

has a duty to undertake a review of any and all secured claims, charges or liens in respect

of Strata’s assets. After the claims are reviewed—and on notice to Strata, PNC Bank,

BDC Capital, Wells Fargo, and other parties in interest—the Petitioner will seek the

Canadian Court’s approval to distribute the proceeds of any Sale to secured creditors in

accordance with the priority of any such claims, including the claims of the Petitioner (if

any) in respect of its priority charges under the Receivership Order related to costs of

administering the Canadian Proceeding. Thus, no funds or assets will be distributed to

PNC Bank or others without supervision and approval of the Canadian Court.

38. The Petitioner currently understands that the only secured claimants in

respect of Strata are PNC Bank and BDC Capital, and that Wells Fargo may hold a

secured claim. However, the Petitioner continues to review Strata’s books and records

and other relevant sources, such as the relevant personal property security registries in the

United States and Canada, to ensure all secured creditors are identified.

39. Currently, the Petitioner does not expect any funds to remain for

distribution to unsecured creditors. If any sale proceeds remain after payments are made

to all identified secured creditors, the Petitioner would likely seek to conduct an
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unsecured claims process under the BIA for the purpose of distributing proceeds to

unsecured creditors of each Debtor on a pro rata basis through the Canadian Court. I am

informed that such ratable distribution is similar to what would occur under the

Bankruptcy Code. Additionally, if a creditor wishes to object to the Petitioner’s

adjudication of his or her claim, such creditor would have a right to be heard in the

Canadian Court.7

40. If such a claims process is not undertaken, unsecured creditors would retain

their claims against Strata and the rights of unsecured creditors to assert their claims

against Strata would be unaffected by the Receivership Order and the Canadian

Proceeding.

41. In my view, the claims process outlined above, as overseen by the Canadian

Court, would be efficient in terms of the costs to Strata and diminution of funds available

to creditors, fair to all creditors of Strata, whether Canadian or American, and appropriate

under the circumstances. For this reason, the Petitioner requests that this Court permit all

claims to be administered under Canadian law and to be overseen by the Canadian Court

in respect of secured and unsecured claims against Strata, without the requirement of an

additional claims process to be run through these chapter 15 cases (unless facts later

determined require it).

7 In the event a US claims process is required, the Petitioner will apply for a Court
order establishing such process at a later date.
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D. The Petitioner’s Marketing and Potential Sale of Strata’s Assets

42. The Petitioner was recently been appointed receiver in the Canadian

Proceeding and is in the process of investigating Strata’s assets and affairs. As

mentioned above, in the past two years, Strata Energy has conducted—or otherwise

attempted to conduct—both formal and informal sale processes in order to sell certain of

its assets, including the Iraq Assets. The Petitioner has hired an investment bank to run a

new Sale process and hopes to identify a potential purchaser willing to serve as a

stalking-horse bid.

E. Strata’s Center of Main Interests

43. I am informed that a US court may apply a factor analysis to determine the

center of Strata’s main interests, including, among other things: the location of Strata’s

headquarters, the location of Strata’s management, the location of Strata’s primary assets,

and the location of Strata’s “nerve center.” Accordingly, to the best of the Petitioner’s

knowledge based on its review of Strata’s books and records to date, the Petitioner

submits that the following contacts demonstrate that Strata’s center of main interests is

Canada:

 Strata Energy—the parent company—is incorporated in
Alberta, Canada;

 Strata’s Head Office is located in Alberta, Canada;

 All strategic business decisions concerning Strata are made at,
or otherwise issued from, the Head Office, including
decisions related to financial and operational matters;

 Strata’s directors are Canadian citizens and residents and
work from the Head Office;
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 Strata’s marketing materials, including its website, identify
Strata as a Canadian company;

 Strata held itself out to creditors as a Canadian company;

 Strata held board meetings in Alberta, Canada;

 Strata Energy files its tax returns with, and pays tax on its
profits to, the Canada Revenue Agency;

 Strata’s books and records are held in Alberta, Canada,
including all of the Strata’s data and servers;

 Strata Energy provided, among other things, services to
Canadian clients at Canadian oilfields;

 Strata’s primary bank accounts are maintained in Alberta,
Canada; and

 The Petitioner is located in Ontario, Canada, so all decisions
related to the Canadian Proceeding and these chapter 15 cases
are made in Ontario, Canada.

44. In addition, to the best of the Petitioner’s knowledge based on its review of

Strata’s financial records to date, Strata owns assets with a net book value of CAD/USD

$49 million as of November 10, 2015. More than half of the net book value of Strata’s

equipment—approximately CAD $28 million—is located within Canada. Strata’s

remaining equipment is split between Iraq (net book value of approximately CAD $11

million), the US (net book value of approximately $6 million), and other locations

outside of Canada (net book value of approximately CAD $4 million).8 Further, as

8 As stated above, the foregoing asset values are merely book values found in Strata’s
financial records. Based upon the results of the Petitioner’s investigation to date, the
Petitioner believes that the fair market value of Strata’s assets is significantly less than
their net book value and therefore, it is unlikely that any Sale of Strata’s assets will
generate enough value to satisfy Strata’s secured debt.
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mentioned above, all of Strata’s approximately CAD $27 million in secured debt was

obtained through Canadian financings from Canadian lenders—primarily, PNC Bank and

BDC Capital. Also, the Petitioner believes—based on its review of Strata’s financial

records to date—that the majority of Strata Energy’s approximately CAD $4,433,357 in

unsecured trade debt is due and owing to Canadian creditors.

F. Strata’s US Operations, Assets, and Liabilities

45. To the best of the Petitioner’s knowledge, Strata Energy and Strata

International operate as a thoroughly integrated enterprise. Accordingly, Strata Energy

(through Strata International) conducts some operations in various jurisdictions within the

US. The location and amount of Strata Energy’s US activity varies depending on the

needs of Strata Energy’s clients and to the extent any such client awards a given project

to Strata Energy. Currently, Strata Energy is working on projects in both Wyoming and

Ohio. To support its US operations, Strata Energy (through Strata International)

maintains an administrative office and equipment facility (the “US Facility”) in

Cheyenne, Wyoming. The US Facility is Strata Energy’s sole US office, and also serves

as an equipment-repair facility and storage yard.9 Strata International has five US

employees, all of whom work out of the US Facility: Trent Nell (General Manager),

9 Strata Energy also has two “micro operating bases” in the US: one in Texas and the
other in Ohio. These locations primarily function as storage facilities and do not have
a regular staff; however, these “micro operating bases” are used by “field employees”
to the extent required when Strata Energy has been engaged to provide services on a
project within the area.
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Tome Liles (Shop Forman), Garrett Grey (Equipment Technician), Shanon Knowlton

(Accounting), and Joshua Logan (Sales).10

46. To the best of the Petitioner’s knowledge, Strata Energy has certain US

assets to which Strata International holds legal title. These assets consist primarily of (i)

oilfield-services and related equipment and (ii) accounts receivable in connection with

Strata’s US operations. To the best of the Petitioner’s knowledge based on its review of

Strata’s financial records to date, as of November 10, 2015, Strata Energy held the

following US assets:

Asset Class Net Book Value (USD)

Accounts Receivable $1,609,789

Equipment $1,008,841

Inventory $628,281

Vehicles $196,879

Prepaid Expenses $53,091

Leases $25,996

Furniture and Fixtures $15,012

Hardware/Software $12,644

Total $3,550,533

Substantially all of the above assets are located at the US Facility.11

10 In addition, Strata Energy has 18 “field employees” in the US. The field employees
provide oilfield services and operate equipment on Strata Energy’s behalf, and are
staffed on projects on an “as-needed” basis, without regard to the geographic location
of either the given project or the residence of the field employee.

11 As stated above, the foregoing asset values are merely book values found in Strata’s
financial records. Again, based upon the results of the Petitioner’s investigation to
date, the Petitioner believes that the fair market value of Strata’s assets is significantly
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47. Further, as mentioned above, Strata International’s US operations were

funded entirely through secured debt obtained from Canadian lenders—PNC Bank and

BDC Capital—in the aggregate amount of CAD $27,505,223. However, though the

Petitioner does not yet know nature, extent, and validity of its claim, Wells Fargo has

filed a statement asserting a security interest and/or lien with respect to Strata

International’s assets in the US. Further, based on a preliminary review of Strata’s books

and records, the Petitioner estimates that Strata International has approximately $653,122

in unsecured trade debt owing to various US and Canadian creditors.

MOTIONS

48. In furtherance of the above-outlined objectives, the Petitioner has filed a

number of motions and proposed orders and respectfully requests that the Court consider

entering the proposed orders granting such motions. I have reviewed each of the motions

and proposed orders (including any exhibits thereto) and the facts set forth there are true

and correct to the best of my knowledge, information and belief.

A. Verified Petitions For Recognition of Canadian Proceeding and Motion
For Order Granting Related Relief

49. The Petitioner has also filed, concurrently herewith, verified petitions for

the Debtors seeking recognition of the Canadian Proceeding and a motion for an order

granting related relief (collectively, the “Verified Petition”). As set forth in the Verified

Petition, this Court should recognize the Canadian Proceeding as a “foreign main

less than their net book value and therefore, it is unlikely that any Sale of Strata’s
assets will generate enough value to satisfy Strata’s secured debt.
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proceeding”, as defined in section 1502(4) of the Bankruptcy Code. In the alternative,

this Court should recognize the Canadian Proceeding as a “foreign non-main

proceeding”, as defined in section 1502(4) of the Bankruptcy Code.

50. I understand that the Bankruptcy Code provides that a foreign proceeding is

a “foreign main proceeding” if it is pending in the country where the debtor has its

“center of main interests,” and a foreign proceeding is a “foreign non-main proceeding” if

it is pending in the country where the debtor has an “establishment,” defined as a place of

operations where the debtor “carries out a nontransitory economic activity.” See 11

U.S.C. §§ 1517(b)(1)-(b)(2), § 1502(2).

51. As set forth in paragraphs 43 and 44 above, Canada is the center of main

interests for each of the Debtors. At the very least, both Strata Energy (the Canadian

parent company) and Strata International (the US subsidiary) conduct nontransitory

economic activities in Canada and thus, have “establishments” in Canada within the

meaning of section 1502(2) of the Bankruptcy Code.

52. By the Verified Petition, the Petitioner also requests entry of a proposed

order that, among other things, (i) stays execution against the Debtors’ assets, (ii) entrusts

the administration, realization, and distribution of any and all Property located in the US

to the Petitioner, in order to protect, preserve, and maximize the value of assets, (iii)

suspends the right of any party save the Petitioner to transfer, encumber or otherwise

dispose of any interest of Strata in property located within the US, and (iv) provides for

the examination of witnesses, the taking of evidence or the delivery of information

concerning the debtor’s assets, affairs, rights, obligations or liabilities.
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53. Accordingly, based on the foregoing, I urge the Court to grant the relief

requested in the Verified Petition, as I believe such relief to be vital to a successful

monetization of the Debtors’ assets through a Sale, and therefore, is in the best interests

of the Debtors and their creditors.

B. Motion for Joint Administration of the Debtors’ Chapter 15 Cases

54. The Petitioner has filed a motion to jointly administer these chapter 15

cases (the “Joint Administration Motion”). I believe that joint administration is warranted

in these cases. The Debtors are affiliated entities with closely related financial affairs and

business operations, and joint administration will ease the administrative burden on the

Court and the parties. I anticipate that the various notices, applications, motions, other

pleadings, hearings and orders in these cases will affect each of the Debtors. The failure

to administer these cases jointly would result in duplicative pleadings and service. Such

unnecessary duplication would impose avoidable expenses on all parties.

55. Joint administration will permit this Court to use a single docket for the

jointly administered cases and combine notices to creditors and other parties in interest of

the Debtors. Joint administration will also protect parties in interest by ensuring that they

will be appropriately apprised of all matters. Accordingly, I believe entry of an order

granting the relief requested in the Joint Administration Motion is in the best interests of

the Debtors and all parties in interest.
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C. Ex Parte Motion to (I) Schedule Hearing Regarding Verified Chapter
15 Petitions and Joint Administration Motion and (II) Specifying Form
and Manner of Service of Notice

56. The Petitioner has filed a motion (the “Notice Motion” together with the

Joint Administration Motion, the “Motions”) to (i) schedule a hearing on the Verified

Petition for recognition and the Joint Administration Motion and (ii) specify the form and

manner of service of notice of the Verified Petition, the Joint Administration Motion, and

other related pleadings involving the Debtors’ chapter 15 cases.

57. The Debtors have creditors, potential creditors, and other parties in interest,

all of which need to be provided with, among other things, notice of the filing of these

chapter 15 cases, the proposed Recognition Order relating to the Verified Petition, the

deadline to object to the Verified Petition, and the hearing on the Verified Petition. Under

the facts and circumstances of these chapter 15 cases, it is my belief that service of the

notice in the manner proposed in the Notice Motion will provide the Debtors’ various

parties in interest due and sufficient notice and service of such matters and any associated

objection deadline and hearing dates.

58. Accordingly, I believe entry of an order granting the relief requested in the

Notice Motion is in the best interests of the Debtors and all parties in interest.

CONCLUSION

59. Based on the foregoing, I believe that the relief requested in the Verified

Petition and the Motions is well justified, necessary to the success of the Canadian

Proceeding, and in the best interests of the Debtors and their creditors and should be

granted in full.
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Exhibit A

(Receivership Order)
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