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CALGARY The lights are off, the
doors are locked and unopened
mail is piling up on a negleeted desk
on the ninth floor offices once oc-
cupied by Calgary-based junior gas
producer Terra Energy Corp.

Last month, Terra announced it
was shutting in all of its produc-
tion, its officers and directorswere
resigning and about 3O staff had
been let go after Edmonton-based
Canadian Western Bank demand-
ed the junior producer make a full
repayment of its $15.9-million in
loans. Court documents showthe
company, which was founded in
2004, owes an additional $10.4 mil-
lion to alist ofunsecured creditors.

As oil prices hover stubbornly
close to US$4O per barrel - less
than half its price from 18 months
ago - banks are reluctantly run-
ning out ofpatienee, calling in an
increasing number of loans to oil
and gas producers andoilfield ser-
vice providers.

The sector is alreadyreelingfrom
tens ofthousands ofjob losses and
both bankers and energy execu-
tives are concerned that demands
for repayment could lead to ad-
ditional layoffs, pushing Alberta
further into recession.

"All of the financial institutions
are workingwith as much patience
as they can," said Dave Mowat,
CEO of ATB Financial. The Al-
berta Crown eorporation's gross
impaired loans climbed to $425.8
million at theend of 2015, thanks in
large part to the oil-price collapse
and resultant downturn.

Mowat saidAIB is trying to work
with its borrowers in the oil and
gas industry and acknowledged
"we can create problems by acting
too precipitously."

Explorers and Produeers Asso-
ciation of Canada president Gary
Leach said he e:ipects more compa-
nies will fi nd theirbankers tighten-
ing their access to credit.

TD Securities analyst Mario Me-
donca said in a late March research
note he expects "the next shoe to
drop" this spring sayrng there is
growing "potential for covenant
breaches" in enerry lending.

In recent weeks, insolvency
practices at large accounting firms
have become significantly busier
as a rising number of lenders are
demanding repayment, in full plus
interest, of loans made when oil
benchmarks were in triple digits,
which is pushing an increasing
number of companies into either
bankruptcy or insolvency.

"There definitely has been an
increase in (receivership) filings
in the public domain," Deloitte
partner and senior vice-president
of restructuring Jeff Keeble said.

Keeble said the downturn has
nowpersisted so longthal in some
cases, "banks are going to be forc-
ingcompanies to sell their crown
jewels.

"The general sentiment is there
will be some pain to go through
still," he said.

At the beginning of April, large
Calgary-based oilfield services
company Sanjel Corp. announced
it was applying for court-ordered
protection from its creditors,
which include ATB, while also
selling off its Canadian and U.S.
fracking businesses for undis-
closed sums. *.

The companyorve6 more than $1

billion, according to court docu-
ments.

Banks with the largest exposure
to energy include Canadian West-
ern Banh with five per cent of its
outstanding loans in the sector,
and Scotiabank, with 3.6 per cent
of its total loan book in the sector.
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