
  

   

COURT FILE NUMBERS 25-2332583 
25-2332610 
25-2335351 

 
COURT 

 
COURT OF QUEEN’S BENCH OF ALBERTA  

 
 
JUDICIAL CENTRE 
 

 
 
CALGARY 

 
PROCEEDINGS 
 
 
 
 

 
IN THE MATTER OF THE NOTICE OF INTENTION TO 
MAKE A PROPOSAL OF MANITOK ENERGY INC.  

IN THE MATTER OF THE NOTICE OF INTENTION TO 
MAKE A PROPOSAL OF RAIMOUNT ENERGY CORP. 

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE 
A PROPOSAL OF CORINTHIAN OIL CORP. 
 
 

 
DOCUMENT 
 
 

SEVENTH REPORT OF THE RECEIVER   
 
February 15, 2019 

 
ADDRESS FOR SERVICE AND 
CONTACT INFORMATION OF 
PARTY FILING THIS 
DOCUMENT 

 
RECEIVER 
ALVAREZ & MARSAL CANADA INC. 
Bow Valley Square IV 
Suite 1110, 250 - 6th Avenue SW 
Calgary, Alberta   T2P 3H7 
Attention: Orest Konowalchuk/Jill Strueby 
Telephone: (403) 538-4736 / (403) 538-4726 
Email:  okonowalchuk@alvarezandmarsal.com    
 jstrueby@alvarezandmarsal.com  
              
 
SPECIAL COUNSELTO RECEIVER ON EMBER 
RESOURCES INC. MATTERS 
 
McCarthy Tétrault LLP 
421-7th Ave SW, Suite 4000  
Calgary Alberta T2P 4K9 
Attention:  Sean Collins 
Phone: (403) 260-3531 
Email:   scollins@mccarthy.ca  
 

      
  

  

  

mailto:okonowalchuk@alvarezandmarsal.com
mailto:jstrueby@alvarezandmarsal.com


  

 2  

TABLE OF CONTENTS OF THE SEVENTH REPORT OF THE RECEIVER 

INTRODUCTION ............................................................................................................. 3 

TERMS OF REFERENCE ............................................................................................... 3 

UPDATE ON EMBER ...................................................................................................... 3 

 

LISTING OF APPENDICES OF THE SEVENTH REPORT OF THE RECEIVER 

  
APPENDIX A      Manitok Gas Handling Agreement 

APPENDIX B      Pre and Post Ember Account Summary 

 



  

 3  

INTRODUCTION 

1. The purpose of this seventh report of the Receiver (the “Seventh Report” or “this 

Report”) is to provide the Court with information pursuant to an Order granted by 

this Court on January 18, 2019 in respect of the following: 

a) update on the disputed Ember Resources Ltd. (“Ember”) assets and 

application of Ember filed on January 14, 2019 (the “Ember 

Application”); and  

b) the Receiver’s assessment of the accounting dispute between Manitok 

and Ember with the Ember Application. 

2. Capitalized words or terms not defined or ascribed a meaning in this Report are as 

defined or ascribed a meaning in the Receivership Order or the six previous reports 

of the Receiver. 

3. All references to dollars are in Canadian currency. 

TERMS OF REFERENCE 

4. In preparing this Report, the Receiver has relied upon information obtained prior to 

the Receivership Proceedings by Alvarez & Marsal Canada ULC in its role as 

financial advisor (as discussed in prior reports), the representations of certain 

former management and employees of the Company, and financial and other 

information contained in the Company’s books and records. The Receiver has not 

performed an audit, review or other verification of such information.   

UPDATE ON EMBER 

Ownership Dispute 

5. Ember is a natural gas producer with operations in the Carseland area of Alberta, 

in the same general vicinity as Manitok’s Carseland operations. Ember purchased 

its Carseland properties from Encana Corporation (“Encana”) on or around 

January 15, 2015. Manitok acquired its interest in Bruce Farms in March 2017, 
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which included a number of pipeline segments that have been sold to the Purchaser 

under and pursuant to the Manitok PSA (the “Pipeline Segments”).  The Receiver 

provided a high-level overview of the nature of the dispute at paragraphs 21-24 of 

its Sixth Report.  Additional context with respect to the Disputed Ember Assetsis 

found in correspondence from the Alberta Energy Regulator (the “AER”), Ember, 

Manitok and Encana, which are attached as an appendix to the affidavit of Mr. 

Gregory Vavra sworn January 17, 2019.  

Accounting Dispute 

6. Ember contract operates the Manitok Bruce Farms gas wells and processes the 

Manitok gas production from Bruce Farms pursuant to three agreements originally 

entered into between Ember and Encana when Ember purchased its Carseland 

properties in January 2015, as attached to the Affidavit of Tom Zurro filed January 

14, 2019 (the “Ember Agreements”). Manitok is the successor in interest to 

Encana. 

7. On or about June 7, 2017, Manitok signed and delivered a gas handling agreement 

entitled Gas Handling Manitok Caresland Gas Gathering System (the “Manitok 

GHA”), attached as Appendix “A”, to Ember the purpose of which was to set out 

the bases upon which Manitok would provide and charge Ember for transporting 

Ember’s gas utilizing the Pipeline Segments. The initial charge under the Manitok 

GHA was $50,000.00 per month from March 1, 2017 to August 31, 2017, with an 

increase to $75,000.00 per month in September 2017. Subsequently, Manitok 

reissued the Manitok GHA to confirm the monthly charge of $75,000.00 beginning 

in March 2017.   

8. The Receiver was advised by Manitok’s former management that on or about June 

13, 2017, Ember advised Manitok that it disputed the fee calculation methodology 

in the Manitok GHA.  The Receiver has also been advised by Manitok’s former 

management that the extent of Ember’s dispute did not then include an allegation 

by Ember that no fees were chargeable.   To the best of the Receiver’s knowledge, 

Ember refused to sign the Manitok GHA.  The Receiver asserts that Manitok is 
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entitled to a fee for Ember utilizing the Pipeline Segments. In a show of good faith, 

prior to and following the Receivership Proceedings, Manitok and the Receiver 

have permitted Ember to continue to flow significant quantities of gas through the 

Pipeline Segments even though Ember refuses to pay for the use of those facilities. 

9. The Receiver billed Ember $75,000.00 a month since March 1, 2017 and up to and 

including November 30, 2018. Ember has not paid the monthly charges under the 

Manitok GHA.  A breakdown the amounts billed that remain outstanding are as 

follows and are also summarized as Appendix “B” to this Report:   

a) Prior to the Receivership Date, Manitok’s outstanding invoices billed 

to Ember totals $908,697.80, which includes charges under the 

Manitok GHA.  Ember has disputed $876,452.86 of the outstanding 

invoices; and  

b) Since the Receivership Date, the Receiver has billed Ember 

$760,177.57, which includes the Manitok GHA fees and other 

amounts. Ember has disputed $699,107.14 of the billed amount. The 

difference of $61,070.42 has been accepted by Ember as owing, but 

this amount has not been paid.  

10. Subsequent to the Manitok GHA being delivered by Manitok to Ember, Ember 

provided Manitok draft amendments to the Ember Agreements which purported to 

significantly increase the fees charged to Manitok as follows: 

a) Compression Fees. Effective September 1, 2017, Ember purported to 

increase the compression fees by $37.00/E3M3 to $52.00/E3M3 (247% 

increase). Previous charges were $15.00/E3M3 per the agreement.  

Manitok disputed the increase in charges as they were not reasonable 

and did not reflect market rates; 

b) Processing Fees.  On or about September 1, 2017, Ember purported to 

increase the processing fees by $20.00/E3M3 to $35.00/E3M3 (133% 

increase). Previous charges were $15.00/E3M3 per the agreement. 
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Manitok disputed the increase in charges as they were not reasonable 

and did not reflect market rates;  

c) Contract Operator and Administration Fees.  On or about October 1, 

2017, Ember purported to increase its Contract Operator fees by 

$300/well/month and Administration fees by $150/well/month for total 

Contract Operator fees of $450/well/month and Administration fees of 

$250/well/month. Manitok disputed the increase in charges as they 

were not reasonable and did not reflect market rates.     

11.  Neither Manitok nor the Receiver agreed to the amendments to the Ember 

Agreements and both have continuously disputed the increased charges including 

for the reason that doubling the fees approximately two years after the Ember 

Agreements is not a reasonable and justifiable increase based on the current pricing 

environment and it is not permissible under the Ember Agreements.   

Coincidentally, the increase in fees by Ember appear to match the amount of the 

charges to Ember under the Manitok GHA. 

12. Since the Receivership Date, Ember has billed Manitok $806,998.97 and Manitok 

has disputed $495,540.50, resulting in accepted invoices of approximately 

$310,000.00. The balance of the amounts claimed by Ember from Manitok and the 

Receiver are in dispute. Moreover, the ability of Manitok, the Receiver and Ember 

to assert set-off in these circumstances needs to be determined.  

13. Based on Manitok’s books and records (pre and post receivership up to and 

including November 30, 2018), it would appear that Ember owes Manitok 

approximately $1.3 million.  However, if the Manitok disputed Ember billings were 

included, the net amount owing to Manitok is approximately $496,000, which is 

subject to a determination on the various set off claims. 
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All of which is respectfully submitted this 15th day of February 2019. 
 
 
ALVAREZ & MARSAL CANADA INC., 
in its capacity as Receiver of Manitok and Raimount and not in  
its personal or corporate capacity   
 
 

 
 
Orest Konowalchuk, CPA, CA, CIRP, LIT    
Senior Vice President 
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APPENDIX B

Manitok Energy Inc.
Ember AR/(AP) Account Summary Pre and Post
As of November 30, 2018

MEI books and 
records

MEI Disputes 
unprocessed

MEI Unprocessed 
Ember INV's Total

Pre ( Feb 19 2018 and Prior)
MEI Jibs issued 908,697.80$         -$                         -$                        908,697.80$      
Embers Jibs Receivable 84,206.27$           -$                         -$                        84,206.27$        
Ember Jibs Payable (161,582.60)$        (277,513.29)$           (10,637.45)$            (449,733.34)$     

Subtotal 831,321.47$         (277,513.29)$           (10,637.45)$            543,170.73$      

Post (Feb 20 2018 to Sept 30 2018)
MEI Jibs issued 594,747.62$         -$                         -$                        594,747.62$      
Embers Jibs Receivable -$                      -$                         -$                        -$                   
Ember Jibs Payable (242,334.14)$        (390,544.90)$           (11,300.98)$            (644,180.02)$     

Subtotal 352,413.48$         (390,544.90)$           (11,300.98)$            (49,432.40)$       

Total Net AR (AP) on Sept 30, 2018 1,183,734.95$      (668,058.19)$           (21,938.43)$            493,738.33$      

Post (Oct 1 2018 to Nov 30 2018)
MEI Jibs issued 165,429.95$         -$                         -$                        165,429.95$      
Embers Jibs Receivable -$                      -$                         -$                        -$                   
Ember Jibs Payable (56,115.60)$          (104,995.60)$           (1,707.75)$              (162,818.95)$     

Subtotal 109,314.35$         (104,995.60)$           (1,707.75)$              2,611.00$          

MANITOK TOTAL NET AR (AP) 1,293,049.30$      (773,053.79)$           (23,646.18)$            496,349.33$      
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