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Introduction

1.

Alger & Associates Inc. was appointed Interim Conservator of Piikani Energy Corporation
(the “Conservator”) in the Interim Preservation Order granted December 21, 2009 and
attached as Exhibit A.

The Conservator was also appointed Investigator of Piikani Investment Corporation (“PIC”)
pursuant to an Order granted by H. Justice Graesser on October 22, 2009 (Action No. 0901-
15297). Under this Order, the Conservator also performed an investigation of the financial

affairs of Piitkani Energy Corporation (“PEC”).

Limitations of Report

The information contained in this report has been obtained from the records of PEC and
from discussion with vatious officers and directors of PEC. The Conservator has relied on
this information and has not performed an audit, review or other verification of such

information.

Recent Receipts and Disbursements

4.

The Conservator has been endeavoring to obtain details of receipts and disbursements for
the period October 31, 2009 to December 21 2009 from PEC and was provided with this

information on January 6, 2010.

The Conservator prepared a Statement of Receipts and Disbursements for PEC for the
petiod October 31, 2009 to December 21, 2009. The October 31, 2009 start date was
chosen as this is the end date for an eatlier accounting provided for PEC by Alger &
Associates Inc. in its capacity as Investigator in Action No. 0901-15297 pursuant to the

October 22, 2009 Otder of the Honourable Graesset.
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Piikani Energy Corporation
Receipts and Disbursements
October 31 to December 21, 2009
Cash on hand, per books October 31, 2009 $ 510,984
Receipts
Return of escrow funds 480,064
Redemption of GIC not on PEC's October 31 books 20,938
Reimbursement of legal fees from POHLP 25,000
Reimbursement from landlord 4,458
530,461
Disbursements
Stephanie Ho Lem 2010 base retainer 150,000
Dale McMullen severance pay 240,000
Legal - Escrow Davis LLP 8,402
Legal - PEC Counsel Ken Staroszik Professional 51,477
Legal - PEC Counsel Fleming LLP 20,000
Legal - Alta Link Federal Action Janes Feedman Kyle 44,730
Legal - Alta Link Federal Action Miller Thomson 25,844
Legal - Stan Knowlton Action Field Law LLP 49,656
Legal - Unspecified Gowlings 756
Legal - Unspecified Borden Ladner Gervais 268
Accounting - Audit Retainer 35,000
Kerry Scott (Jan - Apr 2010 Director Fees) 18,396
Kerry Scott - Other 7,116
Stan Knowlton (Jan - Apr 2010 Director Fees) 18,198
Stan Knowlton - Other 20,094
Edwin Yellow Horn - (Jan - Apr 2010 Director Fees) 18,000
Edwin Yellow Horn - Other 2,097
Jordie Provost - Consulting fee 3,948
Shelley Small Legs - Consulting fee 4,007
Tobias Provost 4,348
Office Expenses 9,072
Unspecified by PEC 6,272
737,681
Conservatot's estimate of cash on hand, December 21, 2009 $ 303,764
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6.

10.

11.

Return of Escrow Funds - $480,064. PEC deposited the funds returned from Escrow on
December 15, 2009.

BMO GIC Redemption - $40,000. BMO has indicated that there are no other short-term

investments.

Reimbursement of Legal Fees from POHLP - $25,000. This purpose of this receipt was

not provided by the finalization of this report.

Stephanie Ho Lem 2010 base retainer - $150,000. PEC paid Ho Lem this retainer on
December 18, 2009. PEC alleges Ho Lem is to receive an annual retainer in this amount
on January lst of every year she is under contract in accordance with terms of the
agreement between Ho Lem’s corporation, 607385 Alberta Ltd. and PEC. The agreement
is attached as Exhibit B to this report and was provided to the Conservator in its role in

Action No. 0901 — 15297.

Dale McMullen severance pay - $240,000. PEC paid McMullen this retainer on December
18, 2009. PEC alleges the McMullen is to receive this amount as severance pay in
accordance with an employment agreement between McMullen and PEC and attached as
Exhibit C to this report and was provided to the Conservator in its role in Action No. 0901

—15297.

Legal Fees and Retainers — PEC paid a total of $216,290 in legal fees and retainers. A

summary of these disbursements is presented below:
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Piikani Energy Corporation
Summary of Legal Disbursements
October 31 to December 21, 2009

Firm Matter Amount
Davis LLP Escrow $ 8,402
Fleming LLP PEC counsel 20,000
Ken Staroszik Professional ~ PEC counsel 51,477
Janes Feedman Kyle Alta Link Federal Action 44,730
Miller Thomson Alta Link Federal Action 25,844
Field Law LLP Stan Knowlton Action 65,483
Gowlings Unspecified 756
Borden Ladner Gervais Unspecified 268
$ 216,960

12.

13.

Copies of the invoices and retainer statements were not provided to the Conservator prior

to the finalization of this report.

Accounting — Audit Retainer - $35,000. PEC engaged CLW Partners LLP (the “Auditor”)
on December 14, 2009 to perform an audit on PEC as well as Piikani Oldman Hydro LP
(“POHLP”). A copy of the engagement letter between PEC and the Auditor is attached as
Exhibit D to this report.

Kerry Scott, Stan Knowlton and Edwin Yellow Horn — These PEC directors were paid a
total of $84,000. Of this total, $54,500 represents Directors’ fees prepaid for January to
April, 2010. The purpose of the remaining $29,500 disbursements could not be

determined prior to finalization of this report.

14. Jordie Provost and Shelley Small legs — $3,948 and $4,007. PEC has engaged these two

band members to undertake various tasks on the Piikani Nation reserve. A copy of
Provost’s agreement has not been provided. A copy of Small Legs’ agreement is attached

as Exhibit E to this report.
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Actions Taken by the Conservator

15.

16.

17.

18.

19.

The Conservator requested that PEC provide information on the location of Escrow funds
on December 22, 2009. PEC’s response on December 29 was that the funds were
deposited into PEC’s general account. The Conservator requested the date the funds were
deposited and the account number they were deposited into, as well as confirmation of the
deposit. PEC did not provide complete information on this deposit, however the

Conservator was able to acquire these details from PEC’s banker.

The Conservator attended PEC’s January 5, 2010 board meeting. A summary of
Conservator’s speaking points is provided in a follow-up email attached as Exhibit F to this

report.

The Conservator made multiple attempts to acquite financial information from PEC
between January 5 and January 7. The conservator received a bank statement for
November and a list of cheques written and deposited into PEC’s account from October
31 to December 21, 2009. PEC’s banker was contacted January 5 in an attempt the get the
November and December banking information, and the bank statements were not

provided to the Conservator until the morning of January 7.

The Conservator met with the Auditor engaged by PEC on January 6, 2010. During the
meeting the audit timeline and plan were discussed. The role of the Conservator was
discussed with the Auditor. The Conservator discussed specific accounting issues that the
Auditor would encounter. The Auditor agreed to review the chart of accounts and the final
general ledger with the Conservator before performing an audit, so as to endure that the

information needs of the Conservator and PEC will be met.

The Conservator made both verbal and written requests for PEC’s funds however the
funds were not provided by PEC. The morning of January 7, 2010, The Conservator
issued a request to the Bank of Montreal to freeze PEC’s bank accounts and transfer the
balance of the funds to the Conservator in trust for PEC. At the time this report was

finalized, the Conservator had not received the funds.






