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INTRODUCTION

1. On February 17, 2016, Argent Energy Trust (the $Tiy Argent Energy
(Canada) Holdings Inc. (“Argent Canada”) and Argénergy (US) Holdings Inc.
(“Argent US”) (collectively the “Applicants” or “Agent”) sought and obtained
protection under the Companies' Creditors Arranggmet, R.S.C. 1985, c. C-
36, as amended (the “CCAA”) pursuant to an ordantgd by this Honourable
Court (the “Initial Order”).

2. The Initial Order granted, inter alia, a stay obgeedings against Argent until
March 18, 2016, (the “Initial Stay Period”), app@d FTI Consulting Canada
Inc. (“FTI") as Monitor (the “Monitor”) and approdea sale solicitation process
(the “Sale Solicitation Process”). The proceedioggimenced by the Applicants
under the CCAA will be referred to herein as theA@(proceedings (the “CCAA
Proceedings”).

3. Also on February 17, 2016, the Monitor as duly apigal Foreign Representative
for Argent Canada and Argent US (the “Chapter 1®tbes”) filed petitions
under Chapter 15 (the “US Proceedings”) in the éthiBtates Bankruptcy Court
for the Southern District of Texas, Corpus Chiistiision (the “US Court”).
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In connection with the US Proceedings, the Mongtso filed, among other
pleadings, an Emergency Application for ProvisioRalief Pursuant to Sections
105(a) and 1519 of the US Bankruptcy Code (the ‘i#&spgion for Provisional
Relief”) and an Expedited Petition for Recognitema Foreign Main Proceeding,
or in the Alternative Foreign Non-main ProceediRgirsuant to Sections 1515
and 1517 of the Bankruptcy Code and Related Relibé “Petition for
Recognition”). A hearing on the Application for dvrsional Relief and to
consider the Monitor's expedited request for a ingaron the Petition for
Recognition was originally set by the US Court feebruary 19, 2016 (the
“Chapter 15 Recognition Hearing”) and was ultimatbbard on February 22,
2016.

On February 22, 2016, the US Court held a hearnngonhsider the Monitor's

Application for Provisional Relief and the Ad Hoecdap’s objection thereto. At

that hearing, the Monitor, the Chapter 15 Debtthrs,Syndicate, and the Ad Hoc
Committee negotiated the terms of an agreed Ordemttag Emergency

Application for Provisional Relief Pursuant to Sens 105(a) and 1519 of the
Bankruptcy Code (the “Provisional Relief Order”)hieh was ultimately entered
by the US Court on February 24, 2016.

On March 9, 2016, this Honourable Court grante®atter (the “Stay Extension
Order”) extending the Initial Stay of Proceedingshd including May 17, 2016.

Also on March 9, 2016, counsel for an Ad Hoc Conbeit of unsecured
debenture holders objected to certain relief thas wranted in the Initial Order.
As a result of the objections raised by the Ad Kmmmittee, the Initial Order
was amended and restated on March 17, 2016 (thefWed and Restated Initial
Order”).
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8. On March 10, 2016 the U.S. Bankruptcy Court grarsedrder recognizing the

Amended and Restated Initial Order.
PURPOSE

9. The purpose of this second report of the Monitbe (tSecond Report”) is to
advise this Honourable Court and provide the Mtstcomments with respect

to:
(@) activities of the Monitor since granting of thetial Order;

(b) summary of the Sale Solicitation Process and theitdds comments
with respect to the proposed sale of Argent USaaill gas assets (“O&G
Assets”) to BXP Partners IV, L. P. ("BXP" or theulehaser");

(c) summary of the Applicants’ budget to actual cashwvffor the period of
February 29, 2016 to April 16, 2016;

(d) the Applicants’ revised cash flow forecast for geziod April 18, 2016 to
June 30, 2016; and

(e) the Applicants request for the Monitor to hold toads from the sale of
the O&G Assets and make various distributions insodtation with the

Applicants including;
i. repayment of the Interim Financing Facility;

ii. payment of various holdback amounts as they becduge and
payable, described in further detail below; and
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iii. a proposed interim distribution (the proposed “Sgatk Interim
Distribution”) to the Syndicate of the net proceedseived from
the sale of the O&G Assets less several holdbaskdescribed

herein.

10.  The Applicants are requesting the following refreim this Honourbale Court;

(@) an Order (the “Sale Approval and Vesting Order”)thauizing and
approving the sale of the O&G Assets to BXP;

(b) an Order authorizing and approving the Monitor ty ghe proposed

Syndicate Interim Distribution; and

(c) an order extending the Stay of Proceedings grantévour of Argent to
June 30, 2016 and sealing certain confidential rmédion sworn in
support of the application (the "Stay Extension Sedling Order").

11.  Further background and information regarding thelisants and these CCAA
Proceedings can be found on the Monitor's websitet a

http://cfcanada.fticonsulting.com/argent/

TERMS OF REFERENCE

12. In preparing this report, the Monitor has reliedonpunaudited financial
information of the Applicants, the Applicants’ bao&nd records, certain financial
information prepared by the Applicants and disaussiwith various parties,
including senior management (“Management”) of thpplicants (collectively the

“Information”).
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13.

14.

15.

16.

17.

The Monitor has not audited, reviewed or otherwadtempted to verify the
accuracy or completeness of the Information in ameathat would comply with
Generally Accepted Assurance Standards pursuathet@hartered Professional

Accountants of Canada Handbook.

The Monitor has not examined or reviewed finanémakecasts and projections
referred to in this report in a manner that woutamply with the procedures
described in the Chartered Professional Accountait€Canada Handbook.
Future oriented financial information reported elied on in preparing this report
is based on Management's assumptions regardingefettents and actual results

may vary from forecast and such variations may heenal.

The Monitor has prepared this report in conneciuith the sale approval, interim
distribution of net proceeds and stay extensioriegtpn scheduled to be heard
April 25, 2016 (the “April 28 Application”). This report should be read in
conjunction with the materials filed by the Appina with respect to the April
25" Application, the affidavit of Sean Bovingdon swofpril 16, 2016 (the
“Affidavit No. 3 of Sean Bovingdon”) and the aféidit of Harrison Williams
sworn April 14, 2016 (the “Williams Affidavit”). fis report should not be relied

on for other purposes.

Unless otherwise stated, all monetary amounts gwedaherein are expressed in
U.S. dollars.

Capitalized terms not otherwise defined herein thegemeaning given to them in
the Affidavit No. 3 of Sean Bovingdon, the Williamdfidavit, the BXP PSA, as

defined below, and previous Monitor’s reports.
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CURRENT STATUS OF PROCEEDINGS

18.

19.

As at the time of preparing this report the Ad Hoemmittee and Argent are
engaged in a substantive and procedural disputennection with the approval
of the BXP APA. In substance, the Ad Hoc Commit@poses the approval of
the BXP APA. From a procedural perspective, the Aac Committee has

asserted that the application in the CCAA Courpprove the BXP APA (which

is currently returnable on April 25, 2016) at 10ahould be adjourned to the
week of May 9, 2016. Argent has indicated it woalffee to an adjournment to
the week of May 2, 2016 provided that the applaaiin the CCAA Court and

the US Court are peremptory on the Ad Hoc Committeesnsure that the
applications are heard in time to permit closingcampliance with the terms of

the APA and the Interim Financing Agreement.

The Monitor and its counsel attempted to facilitateesolution of the procedural
dispute but resolution was not obtained. The Ad HBpmmittee conducted
guestioning of Argent's Mr. Bovingdon and OGAC's. Miarrison on April 21,
2016. The Ad Hoc Committee will be questioningegresentative of Durham
Capital on April 22, 2016. The Ad Hoc Committee ynar may not, file
additional evidence or materials prior to April 2816. The Monitor will review
the transcripts from the questionings conductedtiily Ad Hoc Committee
together with any further evidence that may belfiy the Ad Hoc Committee or
Argent. The Monitor will file a supplemental repdrit determines that there are
matters arising from further evidence or materfdési which require a report to
the CCAA Court and stakeholders.
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20.

The Monitor does not propose to comment on the qolo@al dispute (unless
specifically requested to do so by the Court) belymicating that, as is set out
in more detail in this report, the Monitor suppohigient's application to approve
the BXP APA and that the Monitor supports Argeatiatention that the approval
applications must occur within the time frames wfped in the BXP APA and

the Interim Financing Agreement. The BXP APA smisoutside closing date of
May 31, 2016 and final approval of both the CCAAu@ticand US Court must

occur prior to closing. The Interim Financing Agneent mandates that Court
Approval must occur prior to May 17, 2016.

ACTIVITIES OF THE MONITOR SINCE THE FIRST REPORT

21.

Since the commencement of the CCAA the Applicangs/e cooperated with the
Monitor to facilitate its monitoring of the Appliogs' business and operations

including the following tasks:

@) communicated, in some cases very extensively, watious stakeholder
groups and/or their advisers, including the Syndicahe Ad Hoc
Committee, critical suppliers, trade creditors, @yees, contractors and

others;

(b) consulted with the Applicants’ and OGAC throughthé Sale Solicitation
Process which was approved in the Initial Ordemgga in the CCAA
proceedings on February 17, 2016, and further ajgorand confirmed in
the Amended and Restated Initial Order granted M8r2016;
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(c) liaised with US counsel and attended US Court hgariregarding the
Chapter 15 Proceedings under the U.S. BankruptcgeCihat were
commenced in respect of Argent Canada and Argent ib8uding
obtaining an Order for recognition of the CCAA peedings from the
U.S. Bankruptcy Court, which recognition Order, amoother things,

recognized the approval of the Sale SolicitatioocEss;

(d) continued to monitor Argent's business in the adincourse, subject to
the terms of the Initial Order and the Amended Redtated Initial Order;

and

(e) reviewed all offers obtained in the Sale SolicgatProcess, including the
letter of intent (the “LOI”) and purchase and satgeement (the “PSA”)
for sale of the O&G Assets to BXP.

SALES SOLICITATION PROCESS

22.  The Monitor is of the view that the Sale SolicibatiProcess ran by OGAC was a
full and open process and was in accordance weghSdle Solicitation Process

terms as set out at Schedule "A" of the AmendedRaxstated Initial Order.

23. A summary of the Sales Solicitation Process coratutty OGAC is provided
below.

€)) OGAC contacted and sent the teaser to over 10,80@g;

(b) over 100 potential bidders signed confidentialire®ements, so as to

allow them to participate in the Sale SolicitatProcess;

(c) over 100 potential bidders visited the virtual datam created for the Sale
Solicitation Process;
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24.

25.

(d) 7 potential bidders received management presenatio

Furthermore, advertisements advising of the Saleig&mion Process were placed
in the Daily Oil Bulletin on February 23, 2016 ammdthe Houston Chronicle on
February 29, 2016.

The deadline for bids pursuant to the Sale SotiotaProcess was March 17,
2016 at 5:00 p.m. Central time (the "Bid Deadline"yhe bids received were
reviewed by OGAC, the Monitor and Argent.

Bids Received

26.

27.

Potential bidders had been instructed that bide weguired to be made for either
all of Argent US' assets or Argent US' Texas assetitss Rockies assets. The

following bids were received by the Bid Deadline:

@) 23 bids in total were received.

(b) 19 conforming bids were received (4 of the bidsensed were for
individual fields or groups of fields, and accomlynwere not conforming
bids).

(c) Of the 19 conforming bids, 6 bids were for all aild gas assets of Argent
Us.

(d) The combination of the best bids for separate ggagcal areas did not
exceed the best bids received for the entire packag

Due to the commercially sensitive nature of thesptie Monitor has provided a
summary of the bids received in its confidentigb@ement (the “Confidential
Supplement”) to this Second Report.

10
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The Successful Bid

28.

29.

In accordance with the Sale Solicitation Procesepwing the Bid Deadline,
OGAC continued discussions with parties who suladitthe best bids (the
“Superior Bidders”) in order to explore the finaalcviability of the bids, enquire
with respect to any terms and conditions presemt,ta request the highest and
best offers. OGAC advised each of the Superiod&is that there were various
competitive offers and that the process was foh eawgperior Bidder to prove
financial capability to complete the offer and tmfirm their final and best offer.

The negotiations with the Superior Bidders were gieted in the week following

the Bid Deadline. At the conclusion of the negodias with the Superior

Bidders, OGAC confirmed that BXP had the abiltysecure firm financing and
it was also the highest offer; accordingly, it wietermined that BXP would be
the successful bidder in the Sale Solicitation Bssc On or about March 23,
2016, OGAC advised BXP that it was the successéiddy.

Closing of the Transaction

30.

31.

32.

The Sale Solicitation Process required a lettant@nt (“LOI”) containing many
provisions usually found in a purchase and saleeagent, relating to customary
adjustments to purchase price for various defecteowered in title,

environmental, and financial due diligence not ceddn the VDR.

The LOI was signed and the required ten percenbsiepvas received by the
Monitor from BXP on April 4, 2016.

On April 11, 2016, BXP provided written confirmatiahat it would not be
making any title or environmental claims pursuanthe LOI and on April 14,
2016 the PSA was agreed to and signed by the pastibject only to approval of

this Honourable Court and the US Bankruptcy Court.
11
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33.

Given the sensitive nature of PSA the Monitor masuded a summary of the key

commercial terms in the Confidential Supplementiuding the purchase price.

The Monitor's Comments and Recommendations withpest to the Sale Solicitation

Process

34.

35.

36.

37.

38.

The Sale Solicitation Process was approved by Husourable Court in the
Initial Order, and then re-affirmed in the Amended Restated Initial Order. It

was also recognized in the US Bankruptcy Courhéen@hapter 15 Proceeding.

The Monitor understands that the Sale Solicitatrmocess was conducted in
accordance with the procedures approved by thisoti@ible Court and

recognized by the US Bankruptcy Court.

The Monitor advises that the Syndicate, which watit be paid in full, is in
agreement with the acceptance of the PSA.

The Monitor understands the Ad Hoc Committee oppdke PSA as it believes
the Sale Solicitation Process was inadequate astteduand did not facilitate the

development of a broader range of restructurirgyaditives.

With respect to the Ad Hoc Committee’s concerng tonitor notes the

following:

(@) The Monitor is of the view that the assets of Argé&ls have been
adequately exposed to the market through the Sdiet&tion Process led
by OGAC. The results of the Sale Solicitation R8s was robust as

illustrated by the number of bids received;

12
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39.

(b)

()

(d)

As set out in the First Report, the Monitor is lo¢ tview that the timeline
outlined in the Sale Solicitation Process was neallz in the
circumstance and consistent with several propasasived by proposed
selling agents. Accordingly, the Monitor is of tbpinion that the length

of the Sale Solicitation Process was sufficienntiximize value;

As more fully described in Affidavit No. 3 of SedBovingdon, the

Durham Capital process, originally launched in fddeof 2015, has been
ongoing since the commencement of the CCAA ProogsdiDurham

Capital was engaged to seek potential refinancipgons for the

Applicants. The Monitor understands that the Durt@epital process has
not resulted in any refinancing or alternative op$i acceptable to the
Applicants or superior to the BXP PSA; and

The Monitor has reviewed the marketing materialedusn the Sale
Solicitation Process and is of the opinion thatytpeovided a detailed

overview of the assets for the purposes of engagtegested parties.

The Monitor is of the opinion that the acceptantthe PSA is in the best interest

of the Applicants’ stakeholders as it was for thghbst dollar value of the bids

received and the proposed sale would be more lwtalefo the creditors of

Argent than a sale or disposition under a banksuptc

BUDGET TO ACTUAL CASH FLOW

40.

The table below provides a summary of the Applisamictual receipts and

disbursements as against the cash flow forecasepted in the Monitor’s First

Report for the 7-week period from February 29 tailAlb, 2016 (the “Reporting
Period”).

13
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(US $000's) Reporting Period
Budget Actual  Variance

Production (boe/d) 3,384 3,364 (20)
Cash Receipts
Product Revenue 2,669 2,359 (310)
Other Receipts - 38 38
Total - Operating Receipts 2,669 2,397 (272)
Cash Disbursements
Royalty Expense (490) (500) (10)
Severance Taxes (83) (94) 1y
Ad Valorem - (0) )
Operating Costs (3,599) (1,075) 2,524
G&A (1,386) (1,092) 294
Capital Expenditures (545) (32 513
Bank debt interest payments (467)  (645) (178)
Interim Loan Interest/Fees (180) (166) 14
Professional Fees (1,332) (1,880) (548)
Total - Operating Disbursements (8,082) (5,484) 2,598
Net Cash flow before financing (5,413) (3,087) 2,325
Opening Cash before Interim Loan 1,600 1,600 -
Ending Cash before Interim Loan (3,813) (1,487) 2,325
Interim Loan Advances 3,900 1,800 (2,100)
Cumulative Interim Loan Advances 3,900 1,800 (2,100)
Ending Cash after Interim Loan 87 313 225

41. A summary of the variances for the Reporting Peaas follows:

(@) Product revenue - is approximately $310,000 lesm tbudget. The
variance is mainly due to 38 barrels of oil equivel per day less
production than expected over the Reporting Peratilitionally several
joint venture partners on Argent’s non-operatedIsvélave withheld
Argent’s share of revenue to offset against unpadedts for unpaid

operating and capital expenditures owing from Atdents partners.

14
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(b)

(©)

(d)

(€)

(f)

(9)

(h)

(i)

()

Other Receipts - revenue $38,000 ahead of bud¢meseto the sale of
certain miscellaneous idle or unneeded assets.eThaks were not

included in the forecast cash flow.

Royalties — materially in line with budget

Severance tax — materially in line with budget

Ad Valorem — in line with budget

Operating Costs - $2.5 million positive varianceimhadue to timing. The
cash flow forecast assumed cash on demand paymmewts/er several of
the Applicants’ creditors are continuing to provickedit, therefore there
is a delay between when service is provided to wheoices are received
and paid by the Applicants. The Applicants expéet inajority of this

positive variance to reverse in future weeks.

G&A - $294,000 positive variance mainly due to tigniand expected to

reverse in future weeks.

Capital Expenditures - $513,000 positive variance tlae Applicants
incurred less capital than expected.

Bank debt interest - $178,000 negative variancthasash flow forecast
incorrectly calculated interest at 5.5%, wherea&sdbrrect interest rate is
7.5%.

Interim loan interest and fees — materially in kmi¢h budget.

15
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(k) Professional fees - are $548,000 greater than butlge to additional
professional time considering and responding taouaradjournments that

were not anticipated when the original cash flovetast was prepared.

REVISED CASH FLOW FORECAST

42.  The Applicants, in consultation with the Monitogue prepared a revised weekly
cash flow forecast (the “Cash Flow Forecast”) foe period April 18, 2016 to
June 3, 2016 (the “Forecast Period”).

43. A summary of the Cash Flow Forecast for the FoteBasiod is summarized in

the table below.

Projected to close BXP PSA

$USD Week 10 Week 11 Week 12 Week 13 Week 14 Week 15 WeeHlb talo
WWEETEStelgls] 22-Apr  29-Apr  6-May 13-May 20-May 27-May 3-Jun Forecast Peod
Production (boe/d) 3312 3312 3223 3223 3,223 3,223 3,142 3,336
Cash Receipts
Product Revenue 1,506 429 - - - 1,871 624 4,430
Other - - - - - - - -
Total - Operating Receipts 1,506 429 - - - 1,871 624 4,430
Cash Disbursements
Royalty Expense - (401) - - - (426) - (826)
Severance Taxes - (55) - - - (68) - (122)
Ad Valorem - (1,000) - - - - - (1,000)
Operating Costs (339) (375) (375) (395 (395 (387)  (393) (2,659)
G&A (21) (398) (181 (30) (224) (2100 (112 ,177)
Capital Expenditures ®) - - - - - - 6)
Bank debt interest payments - - (343) - - - (343) (686)
Interim Loan Interest/Fees 9) 3) ?3) (©)) (©)) 3) ?3) 27)
Professional Fees (890) (303) (303) (103)  (103)  (260) (1,960)
Total - Operating Disbursements (375) (3,121) (1,204) (731) (725) (1,196) (1,112) (8,463)
Net Cash flow before financing 1,131 (2,692) (1,204) (731) (725) 675 (488) (4,033)
Opening Cash before InterimLoan  (1,487)  (356) (3,048) (4,252) (4,983) (5,708) (5,032) (1,487)
Ending Cash before Interim Loan (356) (3,048) (4,252) (4,983) (5,708) (5,032) (5,520) (5,520)
Interim Loan Advances - 1,300 1,200 700 700 - - 3,900
Cummulative Interim Loan Advan 1,800 3,100 4,300 5,000 5,700 5,700 5,700 5,700
Ending Cash after Interim Loan 1,444 52 48 17 (8) 668 180 180

44.  The Cash Flow Statement indicates the followinglHer Forecast Period:

16
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45.

(@)

(b)

(©)

(d)

total cash receipts excluding advances under thygosed Interim Loan of
$4.4 million;

total cash disbursements of $8.5 million;

total disbursements relating to the professionas f@nd restructuring costs

of $2.0 million; and

total estimated draws under the Interim Loan of rapipnately $3.9

million, bringing the total draws under the Interiroan to $5.7 million.

Significant assumptions made by Argent in prepatiggCash Flow Forecast are

as follows:

(@)

(b)

()

(d)

(€)

Revenue based on current production levels of appedely 3,312
barrels of oil equivalent per day declining to 21dver the Forecast
Period multiplied by expected realized pricing. Bhgroduction to be
received in May was based on benchmark pricingddf §er barrel West
Texas Intermediate, less the Company’'s historicdferéntial off

benchmark pricing.

Royalty expenses relate to royalties paid to fré&eblemdowners. Rates are

based on historical averages.

Severance taxes relate to taxes paid monthly toStifes based on a

percentage of actual oil and gas sales.

Ad Valorem relates to an annual tax paid to the &it8tes based on

property valuation of leases and tangible assets.

Operating costs based on the Company’s annual tipge@st budget.

17
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46.

(f)

(9)

(h)

(i)

()

G&A relates to employee costs, rent and other miwoeous office and
general administration costs for Argent Energy T,rAsgent Canada and
Argent US.

Capital expenditures has been reduced as capif@nees have been

suspended given the proposed sale to BXP.

Bank debt interest payments relate to interest get’'s pre-filing credit

facility.

Interim loan interest/fees relate to the fees amerest on Argent’s Interim

Loan.

Professional/legal fees include estimates for thenikdr, Monitor's
counsel (Canadian and U.S.), Argent's counsel (@anaand U.S.),
OGAC and for the Syndicate’s counsel (Canadianldugl) and financial

advisor.

The Monitor has reviewed the assumptions suppottiegCash Flow Forecast

and is of the view that the assumptions are reddena

18
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47.

The Monitor notes that the financing available frdm Interim Loan is expected
to provide Argent with adequate funding to opetareugh the Forecast Period.
The Applicants expect that by the week of Juned362he proceeds from closing
the proposed sale of the O&G Assets to BXP will endoeen received and
therefore net proceeds from the sale will be useflind wind-down operations
post-closing and through the requested Second Etdgnsion period. The
Applicants have provided a wind-down budget contietimgy a hold back of a
portion of net proceeds from the BXP PSA in an amaufficient to wind-down
the operations, complete closing items relatechéoBXP PSA and complete the
CCAA and Chapter 15 Proceedings. The Monitor hagewed the wind-down
budget and determined that it is reasonable arfitiguft to allow the Applicants
to operate through June 30, 2016, the Second Stay&on period.

DISTRIBUTION OF THE NET PROCEEDS

48.

The Applicants are seeking authorization and apgrior the Monitor to hold the
net proceeds from the sale of the O&G Assets to Biid make various
distributions on behalf of the Applicants. The disitions can be summarized

into three separate categories:

(@) Repayment of borrowings owing by the Applicantshie Syndicate under

the Interim Financing Credit Agreement;

(b) Payment of various holdback amounts (“Holdbackss) they become
payable to be determined by the Applicants in chhasan with the
Monitor. The Holdbacks are described in furtheadstbelow;

(c) Repayment (in part) of obligations owing by the Apmnts to the
Syndicate under the credit agreement dated Oc@ie2012 (“Pre-filing
Credit Agreement”).

19
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Borrowing under the Interim Financing Credit Agreement

49.

50.

Pursuant to the Interim Financing Credit Agreemdéim¢, Maturity Date of the
Interim Financing Credit Agreement (as defined ict®n 1.1 therein) is the
earlier of five dates, the earliest of which isieipated to be the closing of the
BXP PSA. Pursuant to Section 4.1 of the InterimaRcing Credit Agreement,
Argent US is required to pay all Borrowings, asimed in Section 1.1 of the
Interim Financing Credit Agreement, and all accraed unpaid interest and fees
then outstanding, on the Maturity Date. The Appiis estimate total amounts
owing under the Interim Financing Credit Agreemtmte approximately $5.7

million upon closing the BXP PSA.

Paragraph 34 of the Amended and Restated InitideOauthorized and directed
the Applicants to pay and perform all of their ibteness, interest, fees,
liabilities and obligations to the Syndicate purstuto the terms of the Interim
Financing Credit Agreement. Therefore repaymersiuch debt upon the Maturity

Date being trigger has already been authorizedhigyHonourable Court.

Borrowings under the Pre-filing Credit Agreement ard Holdbacks

51.

52.

Repayment of the borrowings under Pre-filing Crédjteement is not to exceed
the maximum amount of the Pre-filing Credit Agre@meé he proposed Interim

Distribution is to be calculated based off of thet proceeds from the sale of the
0O&G Assets as contemplated in the BXP PSA lesouarHoldbacks described

below.

The following holdbacks have been contemplated he proposed Interim

Distribution:
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(@) Completion Costs — includes operational costsssiakes, transfer taxes,
legal and professional fees and other costs adedciaith closing the
proposed O&G Asset sale to BXP, completing the CGA&8ceedings and
completing the Chapter 15 Proceedings. For greagtainty these
expenses include amounts that will become due agdhpe to The Oil &
Gas Clearinghouse, LLC, in accordance with thegagement to market
and sell the O&G Assets. Additionally the complaticosts includes a
holdback pursuant to 9.02(a)(v) of the BXP PSA chihcontemplates a
holdback of $500,000 to ensure satisfactory furrdsaaailable to satisfy
any unpaid obligations of Argent US with respecthte Final Accounting
Statement as defined in the BXP PSA (collectiveGofhpletion Cost
Holdback”).

(b) Post-filing Expenses — includes a holdback to ati&ims or potential
claims under the Court ordered charges which dfieetkin paragraph 41
of the Amended and Restated Initial Order (collesi, the “Post-Filing
Expense Holdback”).
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(c) Liens — as of April 14, 2016 there were 12 liertaling $96,114 (“Current
Liens”) registered against the O&G Assets. At cigsihere will have
been no analysis undertaken to determine or corthiervalidity, priority
or amounts of the Current Liens. As such the hakbéor liens
contemplates holding back funds sufficient to $attke full amount of
Current Liens as well as any additional liens filg&otential Future
Liens”) prior to, or on, the closing date of the BXSA (collectively
“Lien Holdback”). Despite the Lien Holdback, ArgetS shall without
prejudice reserve all rights and remedies in rehato the Current Liens
and Potential Future Liens, including but not limitto, all rights to
challenge the validity, priority and amounts of t@errrent Liens and

Potential Future Liens.

(d) Cure costs — as part of the BXP PSA, BXP has thityalo assume
contracts from Argent US. Prior to the assumptibany contract Argent
US must cure the contract by paying any indebtexloesng related to the
contract. The cure cost holdback (“Cure Cost Hat#tba provides a
provision to hold back funds in an amount necesgaryatisfy cure
payments up to an amount outlined in schedule Cth® Interim
Distribution Order or an amount otherwise agreednupy the Monitor,
the Syndicate and the Applicants.

(e) Tax claims — several counties have asserted setaxedaims against the
Argent US. At closing there will have been no asmyundertaken to
determine or confirm the validity, priority or amus of the tax claims. As
such the Applicants propose a hold back (“Tax Claloidback”) in an
amount necessary to satisfy the claimed tax amourtgent US shall
without prejudice reserve all rights and remedieselation to tax claim
amounts, including but not limited to, all rights ¢hallenge the validity,
priority and amounts of the Current Liens and PodéRuture Liens.
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53.

Norton Rose Fullbright LLP, the Monitor's US couhss currently preparing a
security review to determine the validity and enéability of the Syndicate’s

Pre-filing Credit Agreement. However, due to theneuous real property leases,
counsel was not able to complete the analysis podssuing this report. The
Monitor will file a supplemental report to this Qowdvising the results of the
review once it has been completed. The Monitor stppghe proposed Syndicate

Interim Distribution subject to confirmation thdtet Syndicate’s security under

the Pre-filing Credit Agreement is valid and entable.

Release of Holdbacks

54.

55.

The Applicants are requesting authorization froms tdonourable Court to have

the Holdbacks be released by the Monitor in thievahg manner:

(@)

(b)

Completion Cost Holdback, Post-Filing Expense Haldband Cure Cost
Holdback to be released from time to time by theniw as directed by

the Applicants.

Tax Claim Holdback and Lien Holdback to be disbarest by the
Monitor as directed by the Applicants however oaifer the Agent to the
Syndicate has been provided at least 7 days’ natetting out the
guantum and scheduled date of payment. The Agelit b&i given
opportunity to object and must advise the Monitbraay objection in
writing at least one day prior to the payment.nfadjection is received by
the Monitor the payment shall not be made unles®tbjection is resolved

or by further Order of the Court.

Unless otherwise authorized by the Sale Approvdl\aesting Order, the Monitor
shall make no distributions from the Net Proceed=pt by further Order of this

Court.
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56.

The Monitor has provided a sources and uses of sfuiathle outlining the
estimated net sales proceeds, the estimated Hiddlmounts and an estimate of
the proposed Interim Distribution to the Syndicathis table is presented in the
Confidential Supplement to this Report as it cardacommercially sensitive
information with respect to the sales price contieawel in the BXP PSA. Note
these are currently estimates and various item<hange leading up to and after
closing the BXP PSA however for illustrative purpssand to understand the

guantum of the various items the Monitor has presethe analysis.

THE APPLICANTS' REQUEST FOR AN EXTENSION TO THE STA' Y
PERIOD

57.

58.

59.

The Stay Extension Order provided for an extensiothe Initial Stay Period to
and including May 17, 2016. The Applicants are s&glan extension to the stay
period up to and including June 30, 2016 (the “8dcstay Extension”).

As discussed above, with the funding provided bg thterim Loan and/or
proceeds from closing the BXP PSA, the Monitor letermined that the
Applicants will have sufficient liquidity to opemattheir business through the
Second Stay Extension Period. It is the Monitoriew that the Second Stay
Extension is necessary to allow the Company to ¢etmpthe transaction as

proposed in the BXP PSA and to conduct an ordengwdown.

In the Monitor’s view, the Applicants are contingito act with due diligence and

in good faith.

CONCLUSIONS AND RECOMMENDATIONS

60.

The Monitor respectfully recommends that this Haable Court grant the

Applicants’ request for:

@) Sale Approval and Vesting Order;
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(b)  Approval to distribute the net proceeds receivedifthe sale of the O&G

Assets. In the case of the Syndicate Interim [atron subject to

confirmation that the Syndicate’s security undee tAre-filing Credit

Agreement is valid and enforceable; and

(c) the Stay Extension and Sealing Order.

All of which is respectfully submitted this 2Hay of April, 2016.
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FTI Consulting Canada Inc.
in its capacity as the Monitor of Argent

r

Deryck Helkaa
Senior Managing Director,
FTI Consuiting Canada Inc.
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