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1.0 INTRODUCTION

1.1  On August 15, 2017 (the “Filing Date”), each of Dundee Energy Limited Partnership
(“DELP”) and Dundee Oil and Gas Limited (“DOGL”) (together, “Dundee” or the “Debtors”)
filed a Notice of Intention to Make a Proposal (the “NOIs”) pursuant to s. 50.4(1) of the

Bankruptcy and Insolvency Act (Canada), R.S.C. 1985, c. B-3, as amended (the “BIA”).

1.2 FTI Consulting Canada Inc. (“FTI”) (the “Proposal Trustee”) has consented to act as
trustee under the NOIs. FTI is also the proposed monitor (the “Monitor”) in the CCAA

Proceedings (as hereafter defined).

1.3 By order dated August 16, 2017 (the “Sale Process Order”), a copy of which is attached
as Appendix “A”, the Ontario Superior Court of Justice (In Bankruptcy and Insolvency)

(Commerecial List) (the “Court”):

a) declared that the proposal proceedings for DELP and DOGL (together, the
“Proposal Proceedings”) were administratively consolidated and continued

under a joint title of proceedings;

b) directed that all materials in the Proposal Proceedings shall be filed with the
Commercial List Office only in the DELP estate and court file and dispensed with

any further filing thereof in the DOGL estate and court file;

C) approved a sale solicitation process (the “BIA SSP”) for all of the assets,
undertakings and properties of Dundee (collectively, the “Property”) under the

supervision of the Proposal Trustee;



d)

9)

h)

approved the amended and restated forbearance agreement made as of August 15,
2017 (as amended, the “Forbearance Agreement”) between Dundee, Dundee
Energy Limited (“DEL”) and National Bank, as lender and agent for the lenders

to Dundee (in such capacity, the “Lender”);

authorized DELP to continue to obtain and borrow, repay and re-borrow
additional monies under the credit facility (the “Credit Facility”) made available
to DELP by the Lender pursuant to the amended and restated credit agreement
among DELP, as borrower, DEL and DOGL, as guarantors, and the Lender, dated
as of July 31, 2012 (as amended, the “Credit Agreement”) subject to the terms of
the Forbearance Agreement, in order to finance DELP’s working capital
requirements, provided that borrowings by DELP under the Credit Facility shall
not exceed the amounts contemplated in the Credit Agreement and the

Forbearance Agreement;

extended the time within which a proposal must be filed by Dundee under the
BIA, as well as the corresponding stay of proceedings under s. 69 of the BIA,

until October 30, 2017 (the “Stay Period”);

granted a charge (the “DIP Charge”) on the Property in favour of the Lender as
security for all obligations of Dundee to the Lender relating to advances made to

DELP under the Credit Facility from and after the date of the Sale Process Order;

granted the Administration Charge and the Directors’ Charge (each as defined in
the Sale Process Order) on the Property in the amounts of $250,000 and $50,000

respectively;



)] declared that each of the Administration Charge and the DIP Charge shall rank in
priority to all other Encumbrances (as defined in the Sale Process Order) on the
Property in favour of any person, with the exception of certain secured lenders;

and

)] declared that the Directors’ Charge shall rank in priority to all other
Encumbrances on the Property in favour of any person, with the exception of the
Administration Charge, the DIP Charge, the security granted to the Lender

pursuant to the Credit Agreement and certain other secured lenders.

1.2 The Stay Period was most recently extended to February 15, 2018 by order of the Court
dated January 25, 2017. Pursuant to the BIA, the Court is not permitted to authorize any
further extensions of the Stay Period in the Proposal Proceedings. As further discussed
below, the Debtors are seeking authorization to continue the Proposal Proceedings under
the Companies’ Creditors Arrangement Act, R.S.C. 1985, ¢.C.-36 (as amended,

“CCAA”).

2.0 PURPOSE OF THE FOURTH REPORT

2.1  The purpose of this fourth report of the Proposal Trustee (the “Fourth Report”) is to

provide the Court with the following:

a) an update on Dundee’s operations since the third report of the Proposal Trustee

dated January 22, 2018 (the “Third Report”);

b) an update on the Proposal Trustee’s activities since the Third Report;



9)

h)

an update on the second phase (“Phase 2”) of the BIA SSP;

the receipts and disbursements of Dundee for the period ended January 26, 2018;

the Proposal Trustee’s review of Dundee’s updated cash flow forecast for the
period ending May 18, 2018 (the “Cash Flow Forecast”), a copy of which is

attached as Appendix “B”;

the basis for the continuation of the Proposal Proceedings under the CCAA (the

“CCAA Proceedings”);

the basis for granting certain relief under the CCAA, including:

I.  appointing FTI as the Monitor of the Debtors;

Ii. granting the CCAA Administration Charge, CCAA Directors’ Charge and

CCAA DIP Charge (each term as defined below);

iii.  extending the Stay Period until March 13, 2018; and

the Proposal Trustee’s conclusions and recommendations in connection with the

foregoing.



3.0 TERMS OF REFERENCE

3.1 In preparing the Fourth Report, the Proposal Trustee has relied upon unaudited financial
information of Dundee’s books and records, certain financial information prepared by Dundee

and discussions with Dundee’s current management (“Management”).

3.2 Except as described in the Fourth Report:

a) The Proposal Trustee has not audited, reviewed or otherwise attempted to verify
the accuracy or completeness of the information provided to it by Management in
a manner that would comply with Generally Accepted Assurance Standards

pursuant to the Chartered Professional Accountants of Canada Handbook; and

b) The Proposal Trustee has not examined or reviewed financial forecasts and
projections referred to in the Fourth Report in a manner that would comply with
the procedures described in the Chartered Professional Accountants of Canada

Handbook.

3.3 Future oriented financial information reported or relied on in preparing the Fourth Report
is based on Management’s assumptions regarding future events; actual results may vary from

forecast and such variations may be material.



3.4  The Proposal Trustee has assumed the integrity and truthfulness of the information and
explanations presented to it by Management. The Proposal Trustee has not independently
audited, reviewed, or otherwise attempted to verify the accuracy or completeness of such
information. Accordingly, the Proposal Trustee expresses no opinion or other form of assurance
with respect to the information contained in the Fourth Report. The Proposal Trustee assumes no
responsibility or liability for any loss or damage incurred by or caused to any person or entity as
a result of the circulation, publication, re-production or use of or reliance upon this Fourth
Report or for any use which any person or entity makes of the Fourth Report, or any reliance on
or a decision made based upon the Fourth Report, other than for the express purposes as set out

in this Fourth Report.

3.5 Unless otherwise stated, all monetary amounts contained herein are expressed in
Canadian Dollars. Capitalized terms not otherwise defined herein have the meanings defined in

the Sale Process Order (including the BIA SSP attached thereto).

3.6 A copy of the Fourth Report and all other Court materials, orders and endorsements
issued in these proceedings are, and will be, available on the Proposal Trustee’s website at:

http://cfcanada.fticonsulting.com/Dundee/ (the “Proposal Trustee’s Website”).

40 BACKGROUND AND UPDATE ON DUNDEE’S OPERATIONS

4.1  DELP is a limited partnership created pursuant to the Limited Partnerships Act (Ontario).
DELP operates drilling and wellsite services in Ontario. It holds on-shore and off-shore oil and
natural gas producing assets, such as wells, drill and service barges, supply boats and a rotary

drilling rig.



4.2 DOGL is a company incorporated in Ontario and is the general partner of DELP.

DOGL’s only asset is its interest in DELP.

4.3  DELP’s primary lender and secured creditor is the Lender. Pursuant to the Sale Process
Order, the Lender is unaffected by the stay proceedings in the Proposal Proceedings except for

requiring leave to enforce its security.

4.4  Since the date of the Third Report, the Proposal Trustee has continued to work closely
with Management and monitored Dundee’s business operations. The Debtors and Management
have assisted the Proposal Trustee with the BIA SSP, where necessary, and preparation of the
Cash Flow Forecast. Additionally, the Debtors have continued to report to the Lender as required

pursuant to the Credit Agreement and the Forbearance Agreement.

45  In order to accommodate the additional time required to complete Phase 2 of the BIA
SSP, the Debtors and the Lender are in the process of entering into a Second Amended and
Restated Forbearance Agreement, which will, among other things, extend certain milestones that

the Debtors must meet in the BIA SSP and Forbearance Agreement.

46  Management has advised the Proposal Trustee that Dundee has continued with its

environmental programs in the ordinary course since the Filing Date.

5.0 PROPOSAL TRUSTEE’S ACTIVITIES TO DATE

51 In addition to the other activities and conduct of the Proposal Trustee described in the

Fourth Report, since the date of the Third Report, the Proposal Trustee has:

a) continued to maintain the Proposal Trustee’s Website;



b)

9)

h)

)

K)

continued to correspond and meet with Management and legal counsel,

continued to assist Dundee in communicating with suppliers to maintain going

concern operations of Dundee;

continued to assist Dundee in communicating with royalty and lease holders;

continued to respond to inquiries from stakeholders, including addressing
questions or concerns of parties who contacted the Proposal Trustee on the toll-

free number or general email account established by the Proposal Trustee;

continued to assist Dundee in implementing an appropriate accounting cut-off to

ensure proper determination of pre and post-filing obligations and liabilities;

continued to monitor Dundee’s business and financial affairs in order to assess

Same;

continued to monitor weekly proposed disbursements with respect to payment
terms with suppliers and creditors of Dundee in accordance with the Proposal

Proceedings;

continued to implement and supervise the BIA SSP in accordance with its terms,

described in more detail below;

continued to negotiate with Qualified Bidders in accordance with the BIA SSP;

provided updates to the Lender regarding the BIA SSP and conferred with respect

to the Proposal Proceedings;



6.0

6.1

P)

engaged in discussions with each of Dundee, the Lender and the Qualified
Bidders with respect to continuation of the Proposal Proceedings under the

CCAA;

engaged in discussions with the Ministry of Natural Resources and Forestry

(“MNRF”) with respect to the BIA SSP and Qualified Bidders;

provided assistance to Dundee in the preparation of the Cash Flow Forecast and

reported to the Lender as required under the Forbearance Agreement;

prepared the Fourth Report in consultation with the Proposal Trustee’s legal

counsel; and

reviewed the Second Amended and Restated Forbearance Agreement to be
entered into among the Debtors and the Lender, which amends and restates the

Forbearance Agreement.

BIA SSP UPDATE

As set out in the BIA SSP, final binding proposals to purchase some or all of the Property

(each, a “Final Bid”) were required to be delivered to the Proposal Trustee by the Phase

2 Bid Deadline of November 24, 2017, which was extended to December 1, 2017 with

the consent of the Lender. The Proposal Trustee received multiple Final Bids by the

Phase 2 Bid Deadline.



6.2 The Proposal Trustee anticipates that it will shortly settle the terms of the Form of
Purchase Agreement with one of the remaining Qualified Bidders, although it is unlikely
that such transaction will close prior to February 15, 2018. Although good faith efforts
have been made by the Debtors and the Proposal Trustee to close a transaction prior to
February 15, it is necessary to continue the Proposal Proceedings under the CCAA in

order to complete and implement a transaction pursuant to the BIA SSP.

6.3 In accordance with the BIA SSP, the Proposal Trustee has entered into discussions with
the Lender to seek and obtain the required consent from the Lender to extend the
applicable milestone dates under the BIA SSP as part of the continuation of the Proposal

Proceedings under the CCAA.

70 CASH FLOW RESULTS RELATIVE TO FORECAST

Cash Flow Results and Variances

7.1  Cash receipts and disbursements, since the Third Report, for the two-week period ended
January 26, 2018 (the “Reporting Period”) as compared to the cash flow forecast filed in the

Third Report (the “January Cash Flow Forecast”) are presented in the table below:

10



Dundee Energy Limited Partnership and Dundee Oil & Gas Limited
Schedule of Actual Receipts and Disbursements Compared to the January Cash Flow Forecast®

For the Two-Week Period Ended January 26, 2018
($000's CAD)

Actual Forecast Variance
Oil 907 801 106
Gas 1,431 1,408 23
Other - 11 (11)
Total Collections 2,338 2,220 118
Operating Expenses
Production Expenditures (273) (336) 63
Landowner Disbursements (32) - (32)
Abandonment Costs (6) - (6)
Total Operating Expenses Disbursements (311) (336) 25
Payroll/Other Expenses
Payroll (173) - (173)
G&A (157) (60) (97)
Interest & Financing Fees - - -
Realized Risk Mgmt. Gain / (Loss) - - -
Restructuring Expenses (195) - (195)
Total Payroll/Other Expenses Disbursements (525) (60) (465)
Net Cash Flow 1,502 1,824 (322)
Opening Credit Facility Balance®® (54,777) (54,777)
Change in Credit Facility Balance 1,502 1,824
Closing Credit Facility Balance (53,275) (52,953)
Bank Line Limit (58,000) (58,000)
Bank Line Availability 4,725 5,047 (322)
Note 1
Readers are cautioned to read the Terms of Reference as set out in paragragh 3 in the Fourth Report.
Note 2
Opening Credit Facility Balance includes $57.4M credit facility balance net of cash on deposit of $2.7M and outstanding
cheques in the amount of $0.1M.

7.2 During the Reporting Period, Dundee’s total cash receipts in the amount of $2.3M were
approximately $0.1M higher than forecast, which was relatively consistent with the January Cash

Flow Forecast.

7.3  Dundee’s total disbursements in the amount of $0.8M during the Reporting Period were

approximately $0.4M higher than projected in the January Cash Flow Forecast. Management

11



attributes the variance to timing differences related to disbursements for payroll and restructuring

expenses.

7.4  Overall, during the Reporting Period, Dundee experienced a negative cash flow variance
of approximately $0.3M relative to the January Cash Flow Forecast. However, since the Filing

Date, the Debtors have experienced a positive cash flow variance.

Credit Facility

7.5  As at January 26, 2018 the amount outstanding under the Credit Facility net of cash on
deposit (the “Credit Facility Balance”) was $53.3M, which is approximately $0.3M higher than
forecast due to the variances noted above. Since the date of the Sale Process Order, the Lender
has advanced approximately $1.4M to DELP and DELP has repaid $1.3M to the Lender under
the Credit Facility. Since the Third Report, Dundee has continued to generate positive cash flow
from its operations enabling it to continue to meet its obligations under the Credit Facility and

the Forbearance Agreement.

8.0 CASH FLOW FORECAST UPDATE

8.1  Asnoted above, the Debtors have prepared the Cash Flow Forecast for the period ending

May 18, 2018 (the “Cash Flow Period”). The Cash Flow Forecast is attached as Appendix “B”.

8.2  The Cash Flow Forecast is presented on a weekly basis during the Cash Flow Period and
represents Management’s estimate of the projected cash flow during the Cash Flow Period. The
Cash Flow Forecast has been prepared using the probable and hypothetical assumptions set out

in the notes to the Cash Flow Forecast (the “Cash Flow Assumptions”).
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8.3  The Proposal Trustee has reviewed the Cash Flow Forecast to the standard required of a
Court-appointed Proposal Trustee by s. 50.4(2)(a) of the BIA, which requires the Proposal
Trustee to review the debtor’s cash flow statement as to its reasonableness and report on the
reasonableness of the cash flow statement to the Court. Pursuant to this standard, the Proposal
Trustee’s review of the Cash Flow Forecast consisted of inquiries, analytical procedures and
discussions related to information supplied to it by certain key members of Management and
employees of Dundee. The Proposal Trustee reviewed information provided by Management for

the Cash Flow Assumptions.

8.4  The Cash Flow Forecast indicates that Dundee will have sufficient liquidity to operate the

business as a going concern during the Stay Period and the Cash Flow Period.

8.5  The Cash Flow Forecast projects that the Credit Facility Balance as at May 18, 2018 will
be $56.0M, which is an increase of $1.7M from the opening Credit Facility Balance as at
February 16, 2018 of $54.3M. The increase in the Credit Facility Balance during the Cash Flow
Period is mainly due to the Debtors’ seasonal operations, as cash disbursements increase when
weather conditions are favorable as the Debtors conduct abandonment/well maintenance
activities on Lake Erie. The Debtors are forecast to begin issuing cash disbursements for these

activities beginning in March 2018.

8.6  The Cash Flow Forecast projects collections during the Cash Flow Period of $6.5M
primarily related to oil and natural gas sales with the largest disbursements during the Cash Flow
Period related to operational expenses of $2.1M and $1.3M of payroll. As mentioned in the Third
Report, the restructuring expenses are subject to further review and approval by the Lender. The

Lender and the Proposal Trustee are engaged in continued discussions regarding the projected

13



disbursements for certain professional fees, which could result in the reduction of the overall

amount of restructuring expenses payable during the Cash Flow Period.

8.7  The Cash Flow Forecast has been prepared solely for the purpose described above and

readers are cautioned that it may not be appropriate for other purposes.

8.8  As required by s. 10(2) of the CCAA, DELP’s financial statements as at December 31,
2017 and DOGL’s financial statements as at December 31, 2016 are attached hereto at

Appendix “C” and Appendix “D”, respectively.

9.0 CONTINUATION OF THE PROPOSAL PROCEEDINGS UNDER THE CCAA

9.1  Pursuant to section 50.4(9) of the BIA, the Court may grant an extension to file a
proposal for a maximum of six months from the commencement of the Proposal Proceedings.
Given that the Proposal Proceedings were commenced on August 15, 2017, the Stay Period is
deemed to expire on February 15, 2018. Since the BIA SSP is unlikely to be completed prior to

such date, the Debtors will likely be unable to file a proposal on or before such date.

9.2  Therefore, in consultation with the Proposal Trustee and with the consent of the Lender,
the Debtors are seeking to continue the Proposal Proceedings under the CCAA pursuant to the
draft Initial Order, which will be filed by Dundee in its application materials (the “Initial
Order”). Granting the Initial Order will provide additional time for the Proposal Trustee or
Monitor to conclude the BIA SSP and for the Debtors to enter into and ultimately close a binding

asset purchase agreement with respect to the Successful Bid(s).

9.3  The Proposal Trustee has discussed the continuation of the Proposal Proceedings under

the CCAA with the remaining Qualified Bidder(s) and the MNFR.

14



9.4  Continuation of the Proposal Proceedings under the CCAA is governed by section

11.6(a) of the CCAA, which provides:

Notwithstanding the Bankruptcy and Insolvency Act,

(a) proceedings commenced under Part Il of the Bankruptcy and Insolvency
Act may be taken up and continued under this Act only if a proposal within the
meaning of the Bankruptcy and Insolvency Act has not been filed under that
Part.

9.5  Dundee satisfies the statutory test set out in the CCAA as it has not filed a proposal under

the Proposal Proceedings.

9.6  Further, DOGL is an “insolvent” corporation to which the CCAA applies. The proposed
Initial Order requests that the benefits of the protection and authorizations granted in the Initial
Order shall be enjoyed by DELP, as DOGL is DELP’s general partner. As stated above, as at
January 26, 2018, the Credit Facility Balance was $53.3M. This exceeds the cash on hand

available to the Debtors, as demonstrated in the Cash Flow Forecast.

9.7  The proposed continuation of the Proposal Proceedings under the CCAA is consistent
with the purposes of the CCAA. In the Proposal Proceedings, the Debtors have implemented a
sale process for the sale of substantially all of their assets. Such a transaction is intended to
maximize the Debtors’ estate for the benefit of their stakeholders. The Lender is supportive of

the continuation proceedings and the conclusion of the BIA SSP.

9.8 It is beneficial to the Debtors’ stakeholders to avoid the social and economic losses that
would result from a liquidation and bankruptcy proceedings. For instance, through a going
concern sale, the Debtors are able to transfer a significant portion, if not all, of their well assets,

which will avoid significant abandonment and reclamation obligations that could otherwise

15



result in bankruptcy proceedings. In addition, it is anticipated that certain of the Debtors’
employees will maintain their jobs, the Debtors’ suppliers will maintain their customers and the

Debtors’ customers will maintain their suppliers.

9.9  Further, the Debtors have met the requirements set out for an initial application under
section 10(2) of the CCAA as this Fourth Report includes the Cash Flow Forecast,
accompanying report, and financial statements. As discussed above, the Debtors’ have sufficient

liquidity to continue with the CCAA Proceedings.

9.10 FTI has consented to act as Monitor in the CCAA proceedings. FTI has been acting as the
Proposal Trustee since the commencement of the Proposal Proceedings. As described above, FTI
has become intimately familiar with the Debtors’ operations and has worked closely with
management. It is appropriate for FTI to be appointed as Monitor in the present proceedings to

continue assisting Dundee in its restructuring efforts.

9.11 The proposed Initial Order requests that the Monitor be exempted from complying with
the noticing and publication requirements under s. 23(1)(a) of the CCAA. Known creditors have
already received notice of Dundee’s restructuring proceedings pursuant to the Proposal
Proceedings and have been provided with information on how to access documents filed in
connection with the Proposal Proceedings on the Proposal Trustee’s website. Accordingly, in the
Proposal Trustee’s view, it is not necessary to incur the additional expense of delivering

duplicative notices to these creditors

Municipal Taxes

9.12 As mentioned in the affidavit of Lucie Presot sworn August 14, 2017, at the date of the

16



Sale Process Order, approximately $2M was owing by Dundee to various municipalities with
respect to real property and pipeline taxes. Dundee had not paid these arrears as this amount was

in dispute.

9.13 Dundee has advised the Proposal Trustee that the nature of the dispute is with respect to
both the quantum of the taxes assessed and the eligibility of the assessments. Although Dundee
has not yet launched a formal appeal itself, it was closely following an appeal launched by
another Ontario oil and gas company, Tribute Resources Inc. Dundee expected that the outcome
of such appeal would have a direct effect on the taxes payable by Dundee and, accordingly,

suspended payments to the municipalities while the appeal was ongoing.

9.14 OnJanuary 22, 2018, the Ontario Superior Court of Justice (Divisional Court) released its
decision dismissing the appeal by Tribute Resources Inc. Dundee is considering the impact of

this decision on its position and has not ruled out bringing its own appeal.

9.15 The amounts owing by Dundee to various municipalities as at the date of this Fourth
Report with respect to real property and pipeline taxes total approximately $2.5M (the
“Municipal Tax Arrears”), with $0.5M of this amount referable to the period after the Filing

Date.

9.16 The proposed Initial Order requires Dundee to pay its municipal taxes referable to the
period after the date of the proposed Initial Order. Dundee intends to stay current on its
municipal taxes, to the extent they are attributable to the period after the commencement of the

CCAA Proceedings.

9.17 However, as noted in the Cash Flow Forecast, Dundee projects that it will not have

17



sufficient liquidity during the Cash Flow Period to pay the Municipal Tax Arrears unless and
until a sale transaction(s) closes. As noted above, Dundee is entering a period of increased cash
disbursements as weather conditions improve and the Debtors conduct abandonment/well
maintenance activities. Management intends to conserve Dundee’s cash to ensure these activities
are conducted without interruption and preserve the going concern value of its business in order

to facilitate and close a sale transaction(s).

CCAA Charges

Administration Charge

9.18 The proposed Initial Order requests that the Court give full force and effect to the
Administration Charge (referred to hereafter as the “Proposal Administration Charge”) and
grant a similar administration charge in the CCAA Proceedings pursuant to s. 11.52 of the
CCAA (the “CCAA Administration Charge”). The CCAA Administration Charge and the
Proposal Administration Charge shall not exceed an aggregate amount of $250,000 as security

for the professional fees and disbursements of Dundee, the Monitor and their respective counsel.

Directors’ Charge

9.19 Similarly, the proposed Initial Order requests that the Court give full force and effect to
the Directors’ Charge (referred to hereafter as the “Proposal Directors’ Charge”) and grant a
similar charge in the CCAA Proceedings pursuant to s. 11.51 of the CCAA (the “CCAA
Directors’ Charge”). The CCAA Directors’ Charge indemnifies the Debtors’ directors and
officers against obligations and liabilities that they may incur as directors or officers of the

Applicants after the commencement of the within proceedings, except to the extent that the

18



obligation or liability was incurred as a result of the director's or officer's gross negligence or
wilful misconduct. The CCAA Directors’ Charge and the Proposal Directors’ Charge shall not

exceed an aggregate amount of $50,000.

DIP Charge

9.20 Further, proposed Initial Order requests that the Court give full force and effect to the
DIP Charge (referred to hereafter as the “Proposal DIP Charge”) and grant a similar charge in
favour of the Lender as security for all obligations of Dundee to the Lender relating to advances
made to DELP under the Credit Facility from and after the date of the Initial Order pursuant to s.

11.2 of the CCAA (the “CCAA DIP Charge”).

9.21 Dundee requires additional advances under the Credit Facility in order to fund the CCAA
Proceedings and provide liquidity through the completion of the BIA SSP, which is in the best
interest of the Debtors’ stakeholders in an effort to maximize the estate. Given that the Sale
Process Order has previously authorized and granted the Proposal DIP Charge, no creditors will
be materially prejudiced by the CCAA DIP Charge as it is essentially a continuation of the

Proposal DIP Charge.

Priority of Charges

9.22 Itis proposed that the above noted charges shall rank as follows:

First (pari passu) —the Proposal Administration Charge and the CCAA Administration
Charge (to the aggregate maximum amount of $250,000);

Second (pari passu) — the Proposal DIP Charge and the CCAA DIP Charge;

19



Third — Security granted to the Lender under or pursuant to the Credit Agreement (and as

described in the Forbearance Agreement (as amended)); and

Fourth (pari passu) —the Proposal Directors’ Charge and CCAA Directors’ Charge (to the
aggregate maximum amount of $50,000).

9.23 The amounts and priorities set out above are identical to those set out in the Sale Process
Order and, accordingly, granting these charges in the Initial Order would not prejudice the

Debtors’ creditors.

10.0 EXTENSION OF THE STAY PERIOD

10.1 Pursuant to the Sale Process Order, the Stay Period will expire on February 15, 2018. The

Debtors are seeking an extension of the Stay Period to March 13, 2018.

10.2 The Proposal Trustee supports the continuation of the Proposal Proceedings under the

CCAA and extending the Stay Period March 13, 2018 for the following reasons:

a) the Proposal Trustee has been actively engaged in discussions with the Qualified
Bidders pursuant to the BIA SSP, and anticipates that the Debtors will shortly enter into

one or more binding agreements to purchase substantially all of the Property;

b) extending the Stay Period is required to enable Dundee to continue to operate in
the ordinary course and complete the BIA SSP, enter into a binding asset purchase
agreement with respect to the Successful Bid(s), seek Court approval to complete the

transaction(s) contemplated therein and to close such transaction(s);

C) it is forecasted that Dundee has sufficient liquidity to continue operating in the

ordinary course of business during the requested Stay Period;
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d) no creditor would be materially prejudiced by the extension of the Stay Period,;

and

e) the Debtors have acted in good faith and with due diligence in these Proposal

Proceedings since the Filing Date.

11.0 PROPOSAL TRUSTEE’S CONCLUSIONS AND RECOMMENDATIONS

11.1  For the reasons set out in the Fourth Report, the Proposal Trustee is of the view that
continuation of the Proposal Proceedings under the CCAA in accordance with the draft Initial
Order is reasonable and respectfully recommends that the Court grant the relief sought by

Dundee.
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ok koK

All of which is respectfully submitted this 7th day of F ebruary 2018.

FTI Consulting Canada Inc., solely in its capacity as
Proposal Trustee of Dundee Energy Limited Partnership
and Dundee Oil and Gas Limited and not in its personal
or corporate capacity

\*“i:\ A\
Per:  Jeffrey Rosen&\‘rg
Senior Managing Director
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ONTARIO
SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)
COMMERCIAL LIST

THE HONOURABLE REGIONAL ) WEDNESDAY, THE 16"
)
SENIOR JUSTICE MORAWETZ ) DAY OF AUGUST, 2017

Estate Number; 31-458352
Court File No.: 31-458352

AND IN'THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL
OF DUNDEE ENERGY LIMITED PARTNERSHIP OF THE CITY OF TORONTO IN
THE PROVINCE OF ONTARIO

Estate Number: 31-2282778
Court File No.: 31-2282778

AND IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL
OF DUNDEE OIL AND GAS LIMITED OF THE CITY OF TORONTO IN THE
PROVINCE OF ONTARIO

ORDER

THIS MOTION, made by Dundee Energy Limited Partnership (“DELP”) and Dundee
Oil and Gas Limited (“DOLG”) for various relief pursuant to the Bankruptcy and Insolvency Act
(Canada), R.S.C. 1985, c. B-3, as amended (the “BIA™), was heard this day at 330 University

Avenue, Toronto, Ontario.

ON READING the affidavit of Lucie Presot sworn 14 August 2017 (the “Presot
Affidavit™) and on being advised that the secured creditors who are likely to be affected by the

charges created herein were given notice, and on hearing the submissions of counsel to DELP

and Dundee Oil and Gas Limited (“DOGL” and together with DELP, “Dundee”), counsel for



FTI Consulting Canada Inc., in its capacity as the proposal trustee (the “Proposal Trustee™) and

counsel for the National Bank of Canada (“National Bank™), no one else appearing:
SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Motion and the
Motion Record is hereby abridged and validated so that this Motion is properly returnable today

and hereby dispenses with further service thereof.
ADMINISTRATIVE CONSOLIDATION

2 THIS COURT ORDERS that the proposal proceedings of DELP (estate number 31-
458352) and DOGL (estate number 31-2282778 (collectively, the “Proposal Proceedings™) be
and are hereby administratively consolidated and the Proposal Proceedings are hereby

authorized and directed to continue under the following joint title of proceedings:

Estate Number: 31-458352
Court File No.: 31-458352
ONTARIO
SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)
COMMERCIAL LIST

AND IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL
OF DUNDEE ENERGY LIMITED PARTNERSHIP OF THE CITY OF TORONTO IN
THE PROVINCE OF ONTARIO

Estate Number: 31-2282778
Court File No.: 31-2282778

AND IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL
OF DUNDEE OIL AND GAS LIMITED OF THE CITY OF TORONTO IN THE
PROVINCE OF ONTARIO

3 THIS COURT ORDERS that all further materials in the Proposal Proceedings shall be
filed with the Commercial List Office only in the DELP estate and court file (estate number 31-
458352 and court file number 31-458352) and hereby dispenses with further filing thereof in the
DOGL estate and court file (estate number 31-2282778 and court file number 31-2282778).



APPROVAL OF THE SALE SOLICITATION PROCESS
4, THIS COURT ORDERS that the sale solicitation process (“BIA SSP”) attached hereto

as Schedule “A” (subject to such non-material amendments as may be agreed to by National
Bank and the Proposal Trustee) be and is hereby approved and the Proposal Trustee is hereby
authorized and directed to take such steps as it deems necessary or advisable to carry out the
BIA SSP, subject to prior approval of this Court being obtained before completion of any
transaction(s) under the BIA SSP.

5 THIS COURT ORDERS that each of the Proposal Trustee and any Assistants (as
defined below) retained by the Proposal Trustee shall have no personal or corporate liability with
respect to any and all losses, claims, damages or liability of any nature or kind to any person in
connection with or as a result of performing its duties under the BIA SSP (including, without
limitation, through the disclosure of any and all information or documentation regarding Dundee,
the Property or the Business (as such terms are defined herein below)), except to the extent such
losses, claims, damages or liabilities result from the gross negligence or wilful misconduct of the

Proposal Trustee or such Assistants, as determined by the Court.

6. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Documents Act, the Proposal Trustee is hereby
authorized and permitted to disclose and transfer to each potential bidder (the “Bidders™) and to
their advisors, if requested by such Bidders, personal information of identifiable individuals,
including, without limitation, all human resources and payroll information in Dundee’s records
pertaining to Dundee’s past and current employees, but only to the extent desirable or required
to negotiate or attempt to complete a sale of the Property and/or the Business (as hereinafter
defined) (“Sale™). Each Bidder to whom such personal information is disclosed shall maintain
and protect the privacy of such information and limit the use of such information to its
evaluation of the Sale, and if it does not complete a Sale, shall return all such information to
Dundee, or in the alternative destroy all such information. The successful Bidder(s) shall
maintain and protect the privacy of such information and, upon closing of the transaction
contemplated in the successful Bid(s), shall be entitled to use the personal information provided
to it that is related to the Property and/or Business acquired pursuant to the Sale in a manner

which is in all material respects identical to the prior use of such information by Dundee, and



shall return all other personal information to Dundee, or ensure that all other personal

information is destroyed.

POSSESSION OF PROPERTY AND OPERATIONS
7. THIS COURT ORDERS that Dundee shall remain in possession and control of its

current and future assets, undertakings and properties of every nature and kind whatsoever, and
wherever situate including all proceeds thereof (the “Property”) and shall continue to carry on
business in a manner consistent with the preservation of its business (the “Business™), subject at
all times to the terms of the Forbearance Agreement and the Cash-Flow Statements (each as
defined below). The Proposal Trustee shall not, by fulfilling its obligations under this Order, be
deemed to have taken or maintained possession or control of the Property or Business, or any

part thereof.

8. THIS COURT ORDERS that nothing contained in this Order shall require the Proposal
Trustee to occupy or take control, care, possession or management (separately and/or
collectively, “Possession”) of any of the Property or Business. The Proposal Trustee shall not be
or be deemed to be in Possession of the Property or Business for any purpose whatsoever,
including, without limitation, within the meaning of the Canadian Environmental Protection Act,
the Ontario Environmental Protection Act, the Ontario Water Resources Act, or the Ontario
Occupational Health and Safety Act and regulations thereunder, or any other similar legislation
in any other applicable jurisdiction, unless it is actually in possession or control of the Property

or Business.

POWERS OF PROPOSAL TRUSTEE

23 THIS COURT ORDERS that, in addition to the powers afforded to the Proposal
Trustee under the BIA, the Proposal Trustee be and is hereby authorized to take all steps
required to implement the BIA SSP and carry out the terms of this Order, including, without

limitation, to:

(a) assist Dundee in its preparation of the cash-flow statements (the “Cash-Flow
Statements™) and reporting required by National Bank, which information shall

be reviewed with the Proposal Trustee and delivered to National Bank and its



(b)

(©

(d)

(e)

®

counsel in accordance with the Forbearance Agreement or as otherwise agreed to

by National Bank;

report to National Bank on, without limitation, information related to the Business

or Property and the carrying out of the BIA SSP;

report to this Court at such times and intervals as the Proposal Trustee may deem
appropriate with respect to matters relating to the Business or Property, and such

other matters as may be relevant to the proceedings herein;

have full and complete access to the Business and Property, including the
premises, books, records, data, including data in electronic form, and other
financial documents of Dundee, to the extent that it is necessary or desirable to
adequately assess and monitor Dundee’s Business and financial affairs or to

perform its duties arising under this Order;

to retain and employ such consultants, agents, experts, accountants, advisors,
counsel and such other persons (collectively “Assistants™) as it deems reasonably
necessary or desirable to assist with the BIA SSP or for the carrying out of the

terms of this Order, in each case with the consent of National Bank; and

perform such other duties as are required by this Order or by this Court from time

to time.

10.  THIS COURT ORDERS that no proceeding or enforcement process in any court or

tribunal, shall be commenced or continued against the Proposal Trustee except with the written

consent of the Proposal Trustee or with leave of the Court.

11.  THIS COURT ORDERS that, in addition to the rights and protections afforded the

Proposal Trustee under the BIA or as an officer of this Court, the Proposal Trustee shall incur

no liability or obligation as a result of its appointment or the carrying out of the provisions of

this Order, save and except for any gross negligence or wilful misconduct on its part. Nothing

in this Order shall derogate from the protections afforded the Proposal Trustee under the BIA or

any applicable legislation.



ADMINISTRATION CHARGE

12. THIS COURT ORDERS that the Proposal Trustee, counsel to the Proposal Trustee
and counsel to Dundee shall be paid their reasonable fees and disbursements, in each case at
their standard rates and charges, whether incurred prior to or after the date of this Order, by
Dundee as part of the costs of these proceedings, subject to the terms of the Forbearance
Agreement and the Cash-Flow Statements and any assessment by the Court. Dundee is hereby
authorized and directed to pay the accounts of the Proposal Trustee, counsel to the Proposal
Trustee and counsel to Dundee (for work performed in connection with these BIA proceedings)
on a weekly basis or on such other basis agreed by Dundee and the applicable payee (with the
consent of National Bank), subject to the terms of the Forbearance Agreement and the Cash-

Flow Statements.

15 THIS COURT ORDERS that the Proposal Trustee, counsel for the Proposal Trustee
and counsel to Dundee shall be entitled to the benefit of and are hereby granted a charge (the
“Administration Charge”) on the Property, which Administration Charge shall not exceed an
aggregate amount of $250,000, as security for their professional fees and disbursements
incurred at their standard rates and charges, both before and after making of this Order in
respect of these proceedings. The Administration Charge shall have the priority set out in

paragraphs 24 and 26 hereof.
DIRECTORS’ AND OFFICERS’ INDEMNIFICATION AND CHARGE

14. THIS COURT ORDERS that Dundee shall indemnify its directors and officers against
obligations and liabilities that they may incur as directors or officers of Dundee after the
commencement of the within proceedings, except to the extent that, with respect to any officer or
director, the obligation or liability was incurred as a result of the director’s or officer’s gross

negligence or wilful misconduct.

15, THIS COURT ORDERS that the directors and officers of Dundee shall be entitled to
the benefit of and are hereby granted a charge (the “Directors’ Charge”) on the Property, which
charge shall not exceed an aggregate amount of $50,000, as security for the indemnity provided
in paragraph 14 of this Order. The Directors’ Charge shall have the priority set out in paragraphs
24 and 26 herein.



16. THIS COURT ORDERS that, notwithstanding any language in any applicable
insurance policy to the contrary, (a) no insurer shall be entitled to be subrogated to or claim the
benefit of the Directors’ Charge, and (b) Dundee’s directors and officers shall only be entitled to
the benefit of the Directors’ Charge to the extent that they do not have coverage under any
directors' and officers' insurance policy, or to the extent that such coverage is insufficient to pay

amounts indemnified in accordance with paragraph 14 of this Order.
FORBEARANCE AGREEMENT

17.  THIS COURT ORDERS that the execution, delivery and entry into by Dundee of the
amended and restated forbearance agreement dated 14 August 2017 (the “Forbearance
Agreement”) made among DELP, DOGL, Dundee Energy Limited (*“DEL”) and National
Bank, as lender and agent for the lenders (in such capacity, the “Lender™) (as described in the
Presot Affidavit) is hereby approved, and Dundee is hereby authorized and directed to comply
with and perform its obligations under the Forbearance Agreement and the amended and restated
credit agreement made among DELP, as borrower, DEL ahd DOGL, as guarantors, and the

Lender, dated as of 31 July 2012, as amended (the “Credit Agreement”).

18.  THIS COURT ORDERS that Dundee shall be entitled, subject to the terms of the
Credit Agreement and the Forbearance Agreement, to continue to obtain and borrow, repay and
re-borrow additional monies under the credit facility granted under the Credit Agreement (the
“Credit Facility”) from the Lender pursuant to the Credit Agreement and the Forbearance
Agreement, in order to finance Dundee’s working capital requirements, provided that
borrowings by Dundee under the Credit Facility shall not exceed the amounts contemplated in
the Credit Agreement and the Forbearance Agreement. For greater certainty, the Lender shall be
entitled to apply receipts and deposits made to Dundee’s bank accounts against the indebtedness
of Dundee to the Lender in accordance with the Credit Agreement and the Forbearance

Agreement, whether such indebtedness arose before or after the date of this Order.

19.  THIS COURT ORDERS that Dundee is hereby authorized and empowered to execute
and deliver such credit agreements, mortgages, charges, hypothecs and security documents,
guarantees or other definitive documents (the “Definitive Documents™), as are contemplated by
the Forbearance Agreement or as may be reasonably required by the Lender pursuant to the

terms thereof, together with such modifications as may be agreed upon by Dundee and the
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Lender and consented to by the Proposal Trustee, and Dundee be and is hereby authorized and
directed to pay and perform all of its indebtedness, interest, fees, liabilities and obligations to
the Lender under and pursuant to the Credit Agreement and the Forbearance Agreement as and
when same become due and are to be performed, notwithstanding any other provision of this

Order.

20.  THIS COURT ORDERS that in addition to the existing liens, charges, mortgages and
encumbrances in favour of the Lender, as security for all of the obligations of Dundee to the
Lender relating to advances made to Dundee under the Credit Facility from and after the date of
this Order, the Lender shall be entitled to the benefit of and is hereby granted a charge (the “DIP
Charge”) on the Property. The DIP Charge shall have the priority set out in paragraphs 24 and
26 hereof.

21.  THIS COURT ORDERS that, upon the earlier of the occurrence of a Termination Event
or the last day of the Forbearance Period (in each case as defined in the Forbearance Agreement),

the Lender may,
(a) immediately cease making advances to Dundee;

(b) set off and/or consolidate any amounts owing by the Lender to Dundee against the
obligations of Dundee to the Lender under the Credit Agreement, the Forbearance
Agreement, any other Credit Documents (as defined in the Credit Agreement) or

the Definitive Documents; and

(c) apply to this Court for an order authorizing the Lender to exercise any and all of
its rights and remedies against Dundee or the Property under or pursuant to the
Credit Agreement, the Forbearance Agreement, the other Credit Documents, the
Definitive Documents, the DIP Charge, or the Personal Property Security Act
(Ontario) or similar legislation in any other applicable jurisdiction, including
without limitation, to apply to this Court for the appointment of a receiver,
receiver and manager or interim receiver in respect of the Property, or for a
bankruptcy order against Dundee and for the appointment of a trustee in

bankruptcy of Dundee and the foregoing rights and remedies of the Lender shall



be enforceable against any trustee in bankruptcy, interim receiver, receiver or

receiver and manager of Dundee or the Property.

22.  THIS COURT ORDERS AND DECLARES that the Lender shall be unaffected by the
stay of proceedings provided for in section 69 or 69.1 of the BIA, as applicable.

23. THIS COURT ORDERS AND DECLARES that the payments made by Dundee
pursuant to this Order, the Credit Agreement, the Forbearance Agreement, the other Credit
Documents or any of the Definitive Documents, and the granting of the DIP Charge, do not and
will not constitute preferences, fraudulent conveyances, transfers at undervalue, oppressive

conduct, or other challengeable or voidable transactions under any applicable law.
VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

24.  THIS COURT ORDERS that the priorities of the Administration Charge, the
Directors’ Charge, the DIP Charge and the Security (as defined in the Credit Agreement)

granted to the Lender over the Property, as among them, shall be as follows:
First — Administration Charge (to the maximum amount of $250,000);
Second — DIP Charge;

Third — Security granted to the Lender under or pursuant to the Credit Agreement (and as

described in the Forbearance Agreement); and
Fourth — Directors’ Charge (to the maximum amount of $50,000).

25.  THIS COURT ORDERS that the filing, registration or perfection of the Administration
Charge, the Directors’ Charge or the DIP Charge (collectively, the “Charges™) shall not be
required, and that the Charges shall be valid and enforceable for all purposes, including as
against any right, title or interest filed, registered, recorded or perfected subsequent to the
Charges coming into existence, notwithstanding any such failure to file, register, record or

perfect.

26.  THIS COURT ORDERS that each of the Charges shall constitute a charge on the

Property so charged by them and such Charges shall rank in priority to all other security
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interests, trusts, liens, charges and encumbrances, claims of secured creditors, statutory or
otherwise (collectively, “Encumbrances”) in favour of any Person, other than (subject to further
Order of the Court) validly perfected and enforceable security interests, if any, in favour of Alex
Williamson Motor Sales Limited, Jim Pattison Industries Ltd. or National Leasing Group Inc., in
each case under the Personal Property Security Registry (Ontario)), or in favour of Enerflex Ltd.

under the Personal Property Security Registry (Alberta).

27.  THIS COURT ORDERS that except as otherwise expressly provided for herein, or as
may be approved by this Court, Dundee shall not grant any Encumbrances over any Property
that rank in priority to, or pari passu with, any of the Charges, unless Dundee also obtains the
prior written consent of the Proposal Trustee, the Lender and the beneficiaries of the

Administration Charge and the Directors’ Charge, or further Order of this Court.

28.  THIS COURT ORDERS that the Charges, the Forbearance Agreement, the Credit
Agreement, the other Credit Documents and the Definitive Documents shall not be rendered
invalid or unenforceable and the rights and remedies of the chargees entitled to the benefit of
the Charges (collectively, the “Chargees”) and/or the Lender shall not otherwise be limited or
impaired in any way by (a) the pendency of these proceedings and the declarations of
insolvency made herein; (b) any application(s) for bankruptcy order(s) issued pursuant to BIA,
or any bankruptcy order made pursuant to such applications; (c) the filing of any assignments
for the general benefit of creditors made pursuant to the BIA; (d) the provisions of any federal
or provincial statutes; or (e) any negative covenants, prohibitions or other similar provisions
with respect to borrowings, incurring debt or the creation of Encumbrances, contained in any
existing loan documents, lease, sublease, offer to lease or other agreement (collectively, an
“Agreement”) which binds Dundee or the Lender, and notwithstanding any provision to the

contrary in any Agreement:

(a) neither the creation of the Charges nor the execution, delivery, perfection,
registration or performance of the Forbearance Agreement, the Credit Agreement,
the other Credit Documents or the Definitive Documents shall create or be
deemed to constitute a breach by Dundee or the Lender of any Agreement to

which any one of them is a party;
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(b) none of the Chargees shall have any liability to any Person whatsoever as a result
of any breach of any Agreement caused by or resulting from Dundee entering into
the Forbearance Agreement, the Credit Agreement, the other Credit Documents or
the Definitive Documents or the creation of the Charges, or the execution,

delivery or performance of any such documents; and

(c) the payments made by Dundee pursuant to this Order, the Forbearance
Agreement, the Credit Agreement, the other Credit Documents or the Definitive
Documents or the granting of the Charges, do not and will not constitute
preferences, fraudulent conveyances, transfers at undervalue, oppressive conduct,

or other challengeable or voidable transactions under any applicable law.

29. THIS COURT ORDERS that any of the Charges created by this Order over leases of

real property in Canada shall only be a charge in Dundee’s interest in such real property leases.
EXTENSION OF TIME TO FILE PROPOSAL

30. THIS COURT ORDERS that, subject to paragraph 22 of this Order, the time within
which a Proposal must be filed with the Official Receiver under section 62(1) of the BIA, and the
corresponding stay of proceedings provided for in section 69 of the BIA, be and are hereby

extended in accordance with section 50.4(9) of the BIA to and including 30 October 2017.
SERVICE AND NOTICE

31.  THIS COURT ORDERS that the E-Service Protocol of the Commercial List (the
“Protocol”) is approved and adopted by reference herein and, in this proceeding. the service of
documents made in accordance with the Protocol (which can be found on the Commercial List

website at http://www.ontariocourts.ca/sci/practice/practice-directions/toronto/eservice-

commercial/) shall be valid and effective service. Subject to Rule 17.05 this Order shall
constitute an order for substituted service pursuant to Rule 16.04 of the Rules of Civil Procedure.
Subject to Rule 3.01(d) of the Rules of Civil Procedure and paragraph 21 of the Protocol, service
of documents in accordance with the Protocol will be effective on transmission. This Court
further orders that a Case Website shall be established in accordance with the Protocol with the

following URL: http://cfcanada.fticonsulting.com/Dundee.
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32. THIS COURT ORDERS that Dundee, the Proposal Trustee and their counsel are at
liberty to serve or distribute this Order, any other materials and orders as may be reasonably
required in these proceedings, including any notices, or other correspondence, by forwarding true
copies thereof by electronic message to Dundee’s creditors or other interested parties and their
advisors. For greater certainty, any such distribution or service shall be deemed to be in
satisfaction of a legal or juridical obligation, and notice requirements, within the meaning of
clause 3(c) of the FElectronic Commerce Protection Regulations, Reg. 81000-2-175
(SOR/DORS).

33. THIS COURT ORDERS that if the service or distribution of documents in accordance
with the Protocol is not practicable, Dundee and the Proposal Trustee are at liberty to serve or
distribute this Order, any other materials and orders in these proceedings, any notices or other
correspondence, by forwarding true copies thereof by prepaid ordinary mail, courier, personal
delivery or facsimile transmission to Dundee’s creditors or other interested parties at their
respective addresses as last shown on the records of Dundee and that any such service or
distribution by courier, personal delivery or facsimile transmission shall be deemed to be
received on the next business day following the date of forwarding thereof, or if sent by ordinary

mail, on the third business day after mailing.

GENERAL
34.  THIS COURT ORDERS that Dundee or the Proposal Trustee may from time to time

apply to this Court for advice and directions in the discharge of their powers and duties

hereunder.

35.  THIS COURT ORDERS that nothing in this Order shall prevent the Proposal Trustee
from acting as an interim receiver, a receiver, a receiver and manager, or a trustee in bankruptey

of Dundee, the Business or the Property.

36. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States, to give
effect to this Order and to assist Dundee, the Proposal Trustee and their respective agents in
carrying out the terms of this Order. All courts, tribunals, regulatory and administrative bodies
are hereby respectfully requested to make such orders and to provide such assistance to Dundee

and to the Proposal Trustee, as an officer of this Court, as may be necessary or desirable to give
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effect to this Order, to grant representative status to the Proposal Trustee in any foreign
proceeding, or to assist Dundee and the Proposal Trustee and their respective agents in carrying

out the terms of this Order.

37.  THIS COURT ORDERS that each of Dundee, the Lender and the Proposal Trustee be
at liberty and are hereby authorized and empowered to apply to any court, tribunal, regulatory or
administrative body, wherever located, for the recognition of this Order and for assistance in
carrying out the terms of this Order, and that the Proposal Trustee is authorized and empowered
to act as a representative in respect of the within proceedings for the purpose of having these

proceedings recognized in a jurisdiction outside Canada.

38.  THIS COURT ORDERS that any interested party (including Dundee, the Lender and
the Proposal Trustee) may apply to this Court to vary or amend this Order on not less than seven
(7) days’ notice to any other party or parties likely to be affected by the order sought or upon
such other notice, if any, as this Court may order; provided, however, that the Lender shall be
entitled to rely on this Order as issued for all advances made and payments received under the
Credit Agreement or the Forbearance Agreement up to and including the date this Order may be

varied or amended.

39.  THIS COURT ORDERS that this Order and all of its provisions are effective as of
12:01 a.m. Eastern Standard/Daylight Time on the date of this Order.

2
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SCHEDULE A

Dundee Energy Sale Solicitation Process

On August 15, 2017, Dundee Energy Limited Partnership and its general partner, Dundee
Oil and Gas Limited (together, the “Debtors”) filed a Notice of Intention to Make a
Proposal pursuant to the Bankruptcy and Insolvency Act (Canada) (the “NOI
Proceedings™). FTI Consulting Canada Inc. ("FTI") was appointed as the proposal
trustee (the "Proposal Trustee") under the NOI Proceedings.

In connection with the NOI Proceedings, the Debtors intend to bring a motion before the
Ontario Superior Court of Justice (Commercial List) (the “Court”) for an order (the
“Sale Process Order™) approving, infer alia, a sale solicitation process (the “BIA SSP”
or “Sale Process”) as described in this document. The purpose of the Sale Process is to
seek proposals to purchase some or all of the assets, undertakings and properties of the
Debtors (collectively, the "Property") and to implement one or a combination of
transactions to purchase some or all of the Property.

The BIA SSP describes the manner in which prospective bidders (a) may gain access to
or continue to have access to due diligence materials concerning the Debtors, their
business and operations (the "Business") and the Property; (b) the manner in which
bidders and bids become Qualified Bidders and Qualified Bids (as defined below),
respectively; (¢) the process for the evaluation of bids received; (d) the process for the
ultimate selection of a Successful Bidder (as defined below); and (e) the process for
obtaining such approvals (including the approval of the Court) as may be necessary or
appropriate in respect of a Successful Bid.

Defined Terms

4.

All capitalized terms used in the BIA SSP and not otherwise defined have the meanings
given to them below:

"Approval Motion" as defined in paragraph 31;
"Business' means the business being carried on by the Debtors;

"Business Day" means a day, other than a Saturday or Sunday, on which banks are open
for business in the City of Toronto;

"Claims and Interests" as defined in paragraph 40;

"Confidential Information Memorandum" as defined in paragraph 8(d);
“Court” as defined in paragraph 2;

“Data Room™ as defined in paragraph 13;

“Debtors” as defined in paragraph 1;

“Deposit” as defined in paragraph 24(m);
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“Final Bid” as defined in paragraph 23;

“Form of Purchase Agreement” means the form of purchase and sale agreement to be
developed by the Proposal Trustee and provided to those Qualified Bidders that submit a
Qualified LOI;

“FTI” as defined in paragraph 1;

“Known Potential Bidders™ as defined in paragraph 8(b);
"Lender" means National Bank of Canada;

"LOI" as defined in paragraph 12;

"NDA" means a non-disclosure agreement in form and substance satisfactory to the
Proposal Trustee, which will inure to the benefit of any purchaser of the Property;

“NOI Proceedings” as defined in paragraph 1;
“Notice” as defined in paragraph 8(a);

"Phase 1" as defined in paragraph 12;

"Phase 1 Bid Deadline" as defined in paragraph 14;
"Phase 2" as defined in paragraph 22;

"Phase 2 Bid Deadline" as defined in paragraph 23;
"Potential Bidder" as defined in paragraph 9;

"Property" means the assets, properties and undertakings of the Debtors or any portion
thereof

“Proposal Trustee” as defined in paragraph 1;
“Qualified Advisors” as defined in paragraph 22;

"Qualified Bid" means a third party offer to purchase some or all of the Property in the
form specified by the BIA SSP;

"Qualified Bidder" as defined in paragraph 10;
"Qualified LOI" as defined in paragraph 15;
“Sale Process Order” as defined in paragraph 2;
“Successful Bid” as defined in paragraph 28; and

“Teaser” as defined in paragraph 8(c).
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Conduct of Sale Process and Timeline

5.
6.
7.
Opportunity
8.

The Proposal Trustee shall implement the Sale Process. The Sale Process Order and the
BIA SSP shall exclusively govern the process for soliciting and selecting Qualified Bids.

The Debtors are required to assist and support the efforts of the Proposal Trustee in
undertaking the Sale Process. In the event that there is disagreement as to the
interpretation or application of the BIA SSP or the responsibilities of the Proposal
Trustee or the Debtors hereunder, the Court will have jurisdiction to hear such matter and
provide advice and directions, upon application by the Proposal Trustee or the Debtors.

The following table sets out the key milestones under the BIA SSP, subject to extension
by the Proposal Trustee pursuant to and in accordance with the BIA SSP:

Milestone Deadline
Commencement Date September 5, 2017
Phase 1 Bid Deadline October 19, 2017
Phase 2 Bid Deadline November 24, 2017
Settle and execute a binding asset purchase agreement with December 4, 2017

respect to the Successful Bid

Date by which Approval Motion is heard December 8, 2017

Closing of the transaction with Successful Bidder January 10, 2018

As soon as practicable following issuance of the Sale Process Order, the Proposal
Trustee, shall:

(a)

(b)

(©)

(d)

cause a notice of the Sale Process (and such other relevant information which the
Proposal Trustee considers appropriate) to be published in the Daily Oil Bulletin
and the national edition of The Globe and Mail. On the same date, the Debtors
will issue a press release setting out relevant information from such notice with
Canada Newswire designating dissemination in Canada and major financial
centres in the United States (the “Notice™);

in consultation with the Debtors, the Lender and any other stakeholder as deemed
appropriate by the Proposal Trustee, prepare a list of persons who may have an
interest in submitting a bid for the Property (the “Known Potential Bidders™);

prepare a non-confidential teaser letter (the "Teaser") describing the opportunity
to acquire some, all or substantially all of the Property to be made available by the
Proposal Trustee to Known Potential Bidders, along with a draft form of the
NDA; and

prepare a confidential information memorandum (the “Confidential Information
Memorandum”) describing the opportunity to acquire all or a portion of the
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Property, which will be made available by the Proposal Trustee to Qualified
Bidders who execute the NDA.

Participation Requirements

27

10.

IT:

In order to participate in the Sale Process, each person (a "Potential Bidder") must
deliver to the Proposal Trustee at the address specified in Exhibit "A":

(a) a letter setting forth the identity of the Potential Bidder, the contact information
for such Potential Bidder and full disclosure of the principals of the Potential
Bidder; and

(b) an executed NDA, which, among other things, shall include provisions whereby
the Potential Bidder agrees to accept and be bound by the BIA SSP.

A Potential Bidder that has executed an NDA, and has delivered the documents and
information described above, and that the Proposal Trustee, in its reasonable business
judgement, determines is likely, based on the availability of financing, experience and
other considerations, to be able to consummate a transaction to acquire some or all of the
Property (including any liabilities to be assumed) will be deemed a “Qualified Bidder”,
and be promptly notified of such determination by the Proposal Trustee. In no event
shall the Lender constitute a Qualified Bidder.

At any time during Phase 1 or Phase 2, the Proposal Trustee may, in its reasonable
business judgment and after consultation with the Lender, eliminate a Qualified Bidder
from the Sale Process, whereupon such bidder will be eliminated from the Sale Process
and will no longer be a Qualified Bidder.

Phase 1

k2,

13

14.

For a period of forty-five (45) days following the date upon which the Notice is first
published, the Proposal Trustee (with the assistance of the Debtors and in accordance
with the BIA SSP) will solicit a non-binding indication of interest in the form of a non-
binding letter of intent (“LOI”) from each Qualified Bidder who may be interested in
acquiring all or a portion of the Property (“Phase 17).

The Proposal Trustee will provide each Qualified Bidder who has executed an NDA with
a copy of the Confidential Information Memorandum and access to an electronic data
room of due diligence information (the “Data Room™). The Proposal Trustee, the
Debtors and the Lender make no representation or warranty as to the information (i)
contained in the Confidential Information Memorandum or the Data Room, (ii) provided
through the due diligence process in Phase 1 or Phase 2 or (iii) otherwise made available
to a Qualified Bidder, except to the extent expressly contemplated in any definitive sale
agreement with a Successful Bidder duly executed and delivered by the Debtors and
approved by the Court.

A Qualified Bidder that wishes to have the opportunity to submit a Qualified Bid as part
of Phase 2 must deliver an LOI to the Proposal Trustee at the address specified in Exhibit
"A" by no later than 12:00 p.m. (Eastern Time) on October 19, 2017, or such other date
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or time as may be agreed by the Proposal Trustee (the "Phase 1 Bid Deadline"). The
Proposal Trustee shall be entitled to provide copies of the LOIs received to the Debtors
and the Lender.

An LOI will be considered a "Qualified LOI” only if it:

(a)
(b)

()

(d)

(e)

(M

(2)

(h)

(1)

Q)

)

is submitted by a Qualified Bidder and received by the Phase 1 Bid Deadline;

sets out the purchase price range in Canadian dollars (and U.S. dollar equivalent),
including details of any liabilities to be assumed by the Qualified Bidder, along
with a description as to how the Qualified Bidder intends to value net working
capital of the Business;

sets out the Property that is expected to be subject to the transaction and any of
the Property expected to be excluded;

contains specific indication of the sources of capital for the Qualified Bidder and
preliminary evidence of the availability of such capital, or such other form of
financial disclosure and credit-quality support or enhancement that will allow the
Proposal Trustee to make a reasonable business or professional judgment as to the
Qualified Bidder’s financial or other capabilities to consummate the transaction
contemplated by its LOI;

contains a description of the structure and financing of the transaction (including,
but not limited to, the sources of financing of the purchase price, preliminary
evidence of the availability of such financing, steps necessary and associated
timing to obtain such financing and any related contingencies, as applicable);

contains a description of the conditions and approvals required for a final and
binding offer, including any anticipated corporate, security holder, internal or
regulatory approvals required to close the transaction, an estimate of the
anticipated time frame and any anticipated impediments for obtaining such
approvals;

contains specific statements concerning the treatment of employees and plans for
the ongoing involvement and roles of the Debtors’ employees;

contains an outline of any additional due diligence required to be conducted by
the Qualified Bidder in order to submit a final and binding offer;

fully discloses the identity of each person (including any person that controls such
person) that will be directly or indirectly sponsoring or participating in the bid and
the complete terms of any such participation;

contains all conditions to closing that the Qualified Bidder may wish to impose;
and

contains such other information as may reasonably be requested by the Proposal
Trustee.
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The Proposal Trustee, in consultation with the Lender, may waive compliance with any
one or more of the requirements specified above, and deem such non-compliant LOI to
be a Qualified LOI, provided that doing so shall not constitute a waiver by the Proposal
Trustee of the requirements of the foregoing paragraph or an obligation on the part of the
Proposal Trustee to designate any other LOI as a Qualified LOI. The Proposal Trustee
will be under no obligation to negotiate identical terms with, or extend identical terms to,
each Qualified Bidder.

Assessment of Qualified L.OIs and Continuation or Termination of Sale Process

1%

18.

19,

20.

21.

Within three (3) days following the Phase 1 Bid Deadline, or such later date as may be
determined by the Proposal Trustee, the Proposal Trustee will, in consultation with the
Lender, assess the Qualified LOIs received during Phase 1, if any, and will determine
whether there is a reasonable prospect of obtaining a Qualified Bid. The Proposal

Trustee may request clarification from a Qualified Bidder of the terms of its Qualified
LOL

In assessing the Qualified LOIs, the Proposal Trustee, following consultation with the
Lender, will consider, among other things, the following:

(a) the form and amount of consideration being offered, including any purchase price
adjustments and/or any non-cash consideration;

(b) the demonstrated financial capability of the Qualified Bidder to consummate the
proposed transaction;

(c) the conditions to closing of the proposed transaction; and
(d) the estimated time required to complete the proposed transaction.

If one or more Qualified LOIs are received and the Proposal Trustee, exercising its
reasonable business judgement and following consultation with the Lender, determines
that there is a reasonable prospect that a Qualified LOI may become a Qualified Bid, the
Proposal Trustee will continue the Sale Process into Phase 2 in accordance with the BIA
SSP.

If the Proposal Trustee determines that (a) no Qualified LOI has been received; or (b)
there is no reasonable prospect of a Qualified LOI resulting in a Qualified Bid, the
Proposal Trustee may, in its sole and absolute discretion, designate one or more LOIs as a
Qualified LOL If no Qualified LOI is received or designated by the Proposal Trustee,
any of the Lender, the Proposal Trustee, or the Debtors may apply to the Court for further
advice and directions including with respect to termination of the BIA SSP.

Following the Phase 1 Bid Deadline, the Proposal Trustee specifically reserves the right
to negotiate with any Qualified Bidder with respect to any provision of its LOI or to
request or agree to any changes in any such LOI. The Proposal Trustee may choose to
take such steps with respect to one or more than one Qualified Bidder but the Proposal
Trustee shall have no obligation to negotiate identical terms with, or extend identical
terms to, each Qualified Bidder. The Proposal Trustee reserves the right to request some,
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but not all, Qualified Bidders to submit a revised LOI reflecting improved terms or other
amendments requested by the Proposal Trustee. The Proposal Trustee will be under no
obligation to provide each Qualified Bidder the opportunity to improve terms of any LOI
submitted to the Proposal Trustee following the Phase 1 Bid Deadline.

Phase 2

22,

24.

Each Qualified Bidder with a Qualified LOI who has been invited by the Proposal
Trustee to participate in Phase 2 and at the request of such Qualified Bidder, its Qualified
Advisors (as defined below), will be granted further access to such due diligence
materials and information relating to the Property and the Business as the Proposal
Trustee in its reasonable business judgement, determines appropriate, including
information or materials reasonably requested by each Qualified Bidder, on-site
presentations and tours of the Property, and access to further information in the Data
Room (“Phase 27). In addition, selected due diligence materials may be withheld from a
Qualified Bidder under Phase 2 if the Proposal Trustee determines such information to
represent proprietary or sensitive competitive information. “Qualified Advisors” means
the legal and financial advisor(s) and/or lenders to a Qualified Bidder, provided that, in
each case, such advisor or lender: (a) is reasonably acceptable to the Proposal Trustee;
and (b) has executed or is bound by the NDA.

A Qualified Bidder that is not eliminated from the Sale Process and that wishes to
proceed must deliver to the Proposal Trustee a final binding proposal to purchase some or
all of the Property (a “Final Bid”) including a duly authorized and executed purchase
agreement based on the Form of Purchase Agreement and accompanied by a mark-up of
the Form of Purchase Agreement showing amendments and modifications made thereto,
together with all exhibits and schedules thereto, and such ancillary agreements as may be
required by the Qualified Bidder, at the address specified in Exhibit "A" hereto (including
by email or fax transmission) so as to be received by the Proposal Trustee by no later
than 12:00 p.m. (Eastern Time) on November 24, 2017, or such other date or time as
may be determined by the Proposal Trustee in consultation with the Lender (the "Phase 2
Bid Deadline").

A Final Bid will be considered a Qualified Bid only if (a) it is submitted by a Qualified
Bidder who submitted a Qualified LOI on or before the Phase 1 Bid Deadline or whose
LOI was designated as a Qualified LOI by the Proposal Trustee; and (b) the Final Bid
complies with, among other things, the following requirements:

(a) it includes a letter stating that the Qualified Bidder’s offer is irrevocable until the
earlier of: (i) the approval by the Court of a Successful Bid; and (ii) thirty (30)
days following the Phase 2 Bid Deadline, provided that if such Qualified Bidder is
selected as the Successful Bidder, its offer will remain irrevocable until the
closing of the transaction with the Successful Bidder;

(b) it includes written evidence of a firm irrevocable commitment for all required
financing, or other evidence of the financial ability of such Qualified Bidder to
consummate the proposed transaction, that will allow the Proposal Trustee, to
make a reasonable determination as to the Qualified Bidder's financial and other
capabilities to consummate the transaction contemplated by its Final Bid;



(c)

(d)

()

()
(2

(h)

(1)

)

(%)

1

(m)

(0)

-21-

sets out the purchase price range in Canadian dollars (and U.S. dollar equivalent),
including details of any liabilities to be assumed by the Qualified Bidder, along
with a description as to how the Qualified Bidder intends to value net working
capital of the Business;

it describes the Property to be included as well as the Property to be excluded,
divested or disclaimed prior to closing, if any:

it includes full details of the proposed number of employees who will become
employees of the Qualified Bidder and provisions setting out the terms and
conditions of employment for continuing employees;

it includes details of any liabilities to be assumed by the Qualified Bidder;

it is not conditional upon, among other things:

(1) the outcome of unperformed due diligence by the Qualified Bidder; or
(1)  obtaining financing;

it fully discloses the identity of each entity that will be sponsoring or participating
in the Final Bid, and the complete terms of such participation;

it outlines any anticipated regulatory and other approvals required to close the
transaction and the anticipated time frame and any anticipated impediments for
obtaining such approvals;

it identifies with particularity the contracts and leases the Qualified Bidder wishes
to assume and reject, contains full details of the Qualified Bidder's proposal for
the treatment of related cure costs (and provides adequate assurance of future
performance thereunder); and it identifies with particularity any executory
contract or unexpired lease the assumption and assignment of which is a condition
to closing;

it provides a timeline to closing with critical milestones;

it includes evidence, in form and substance reasonably satisfactory to the Proposal
Trustee, of authorization and approval from the Qualified Bidder’s board of
directors (or comparable governing body) with respect to the submission,
execution, delivery and closing of the transaction contemplated by the Final Bid;

it is accompanied by a refundable deposit (the "Deposit") in the form of a wire
transfer (to a bank account specified by the Proposal Trustee), or such other form
acceptable to the Proposal Trustee, payable to the order of the Proposal Trustee,
in trust, in an amount equal to not less than 10% of the purchase price, to be held
and dealt with in accordance with the terms of the BIA SSP;

it contains other information reasonably requested by the Proposal Trustee;

it is received by the Phase 2 Bid Deadline; and
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(p) it includes an acknowledgement and representation that the Qualified Bidder: (a)
has relied solely upon its own independent review, investigation and/or inspection
of any documents and/or the assets to be acquired and liabilities to be assumed in
making its Final Bid; and (b) did not rely upon any written or oral statements,
representations, promises, warranties or guarantees whatsoever, whether express
or implied (by operation of law or otherwise) made by the Proposal Trustee, the
Debtors or the Lender, regarding any matter or thing, including, without
limitation, the Debtors, the Property, the Business the assets to be acquired or
liabilities to be assumed or the completeness of any information provided in
connection therewith, except as expressly stated in the purchase and sale
agreement.

The Proposal Trustee may waive compliance with any one or more of the requirements
specified above and deem such Final Bid to be a Qualified Bid, provided that doing so
shall not constitute a waiver by the Proposal Trustee of the requirements of the foregoing
paragraph or an obligation on the part of the Proposal Trustee to designate any other
Final Bid as a Qualified Bid. The Proposal Trustee will be under no obligation to
negotiate identical terms with, or extend identical terms to, each Qualified Bidder.

Evaluation of Qualified Bids

26.

2%

28

29

The Proposal Trustee, in consultation with the Lender, will review each Final Bid
received. For the purpose of such consultation and evaluations, the Proposal Trustee may
request clarification of the terms of any Final Bid.

Evaluation criteria may include, but are not limited to items such as: (a) the purchase
price and net value (including assumed liabilities and other obligations to be performed
by the Qualified Bidder); (b) the firm, irrevocable commitment for financing the
transaction; (c) the claims likely to be created by such Final Bid in relation to other Final
Bids; (d) the counterparties to the transaction; (e) the terms of the proposed transaction
documents; (f) other factors affecting the speed, certainty and value of the transaction
(including any regulatory approvals required to close the transaction; (g) planned
treatment of stakeholders; (h) the assets included or excluded from the Final Bid; (i)
proposed treatment of the employees; (j) any transition services required from the
Debtors post-closing and any related restructuring costs; and (k) the likelihood and timing
of consummating the transaction.

If one or more Qualified Bids is received or so designated by the Proposal Trustee, the
Proposal Trustee, exercising its reasonable business judgment and following consultation
with the Lender, may select the most favourable Qualified Bid(s) (each, a "Successful
Bid"), whereupon the Debtors shall proceed to negotiate and settle the terms of a
definitive agreement with the applicable Qualified Bidder. The terms of any such
definitive agreement must be acceptable to the Proposal Trustee and the Lender, each in
its discretion.

Following the Phase 2 Bid Deadline, the Proposal Trustee specifically reserves its right to
negotiate with any Qualified Bidder with respect to any provision of its Final Bid or to
request or agree to any changes in any such Final Bid. The Proposal Trustee may choose
to take such steps with respect to one of more Qualified Bidder but the Proposal Trustee
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shall have no obligation to negotiate identical terms with, or extend identical terms to,
each Qualified Bidder. The Proposal Trustee reserves its right to request some, but not
all, Qualified Bidders submit a revised Final Bid reflecting improved terms or other
amendments requested by the Proposal Trustee. The Proposal Trustee will be under no
obligation to provide to each Qualified Bidder the opportunity to improve the terms of
any Final Bid submitted to the Proposal Trustee following the Phase 2 Deadline.

Phase 2 Guidelines

30.

If the Proposal Trustee determines that no Qualified Bid has been received at the end of
Phase 2, the Proposal Trustee may, in its sole and absolute discretion, designate one or
more Final Bids as a Qualified Bid. If no Qualified Bid is received or designated by the
Proposal Trustee, any of the Lender, the Proposal Trustee or the Debtors may apply to the
Court for further advice and directions, including with respect to the termination of the
Sale Process.

Approval Motion for Successful Bid

21,

92

The Debtors will bring a motion before the Court (the "Approval Motion") for an order
approving the Successful Bid(s) and authorizing the Debtors to enter into any and all
necessary agreements with respect to the Successful Bid(s) and to undertake such other
actions as may be necessary or appropriate to give effect to the Successful Bid(s).

The Approval Motion will be held on a date to be scheduled by the Court upon motion by
the Debtors. The Approval Motion may be adjourned or rescheduled by the Debtors or
the Proposal Trustee, on notice to the Lender, by an announcement of the adjourned date
at the Approval Motion and without the need for any further notice thereof, provided that
in no circumstance shall the Approval Motion be adjourned or rescheduled beyond
December 8, 2017.

All Qualified Bids (other than the Successful Bid) will be deemed rejected on the date of
approval of the Successful Bid(s) by the Court.

Deposits

33,

All Deposits will be retained by the Proposal Trustee and invested in an interest bearing
trust account. If there is a Successful Bid, the Deposit (plus accrued interest) paid by the
Successful Bidder whose bid is approved at the Approval Motion will be applied to the
purchase price to be paid by the Successful Bidder upon closing of the approved
transaction and will be non-refundable. The Deposits (plus applicable interest) of
Qualified Bidders not selected as the Successful Bidder(s) will be returned to such
bidders within 5 Business Days of the date upon which the Successful Bid is approved by
the Court. If there is no Successful Bid, then, subject to the following paragraph, all
Deposits (plus applicable interest) will be returned to the bidders within 5 Business Days
of the date upon which the Sale Process is terminated in accordance with the BIA SSP.

If a Successful Bidder breaches its obligations under the terms of the Sale Process, its
Deposit plus interest shall be forfeited as liquidated damages and not as a penalty.
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Approvals

36.

For the avoidance of doubt, the approvals required pursuant to the terms hereof are in
addition to, and not in substitution for, any other approvals required pursuant to the NOI

Proceedings or any statute or as otherwise required at law in order to implement a
Successful Bid.

Amendment

37.

The Proposal Trustee may vary or amend the BIA SSP (including, without limitation,
extending the Phase 1 Bid Deadline or the Phase 2 Bid Deadline) with the consent of the
Lender or the approval of the Court.

The Sale Process does not, and will not be interpreted to, create any contractual or other
legal relationship between the Proposal Trustee or the Debtors and any Qualified Bidder
or any other person, other than as specifically set forth in a definitive agreement that may
be signed with the Debtors. At any time during the Sale Process, the Proposal Trustee
may apply to the Court for advice and directions with respect to the discharge of its
power and duties hereunder.

"As Is, Where Is"

39.

Any sale of the Property by the Debtors will be on an "as is, where is" basis as at the time
of closing and without surviving representations or warranties of any kind, nature, or
description by the Debtors, the Proposal Trustee, the Lender or any of their respective
affiliates, advisors, agents or representatives, except to the extent otherwise provided
under a definitive agreement with a Successful Bidder executed and delivered by the
Debtors. Neither the Proposal Trustee, the Debtors , the Lender nor any of their
respective affiliates, advisors, agents or representatives makes any representation or
warranty as to title, description, fitness for purpose, merchantability, quantity, conditions
or quality of any of the Property or the accuracy or completeness of the information
contained in any of the Teaser, Confidential Information Memorandum or in the Data
Room, except to the extent otherwise provided by the Debtors under a definitive
agreement with a Successful Bidder executed and delivered by the Debtors. The Debtors
are not required to inspect or count, or provide any inspection or counting, of the
Property or any part thereof and each Qualified Bidder shall be deemed, at its own
expense, to have relied entirely on its own inspection and investigation with respect to the
Property. It shall be the Successful Bidder's sole responsibility to obtain, at its own
expense, any consents to such transfer and any further documents or assurances which are
necessary or desirable in the circumstances. Without limiting the generality of the
foregoing, any and all conditions, warranties and representations expressed or implied
pursuant to the Sale of Goods Act (Ontario) do not apply to the sale of the Property and
shall be waived by the Successtul Bidder.

Free Of Any And All Claims and Interests

40.

As part of the Approval Motion, the Debtors will seek an order vesting in the Successful
Bidder all of the right, title and interest of the Debtors to that part of the Property subject
to the Successful Bid free and clear of all pledges, liens, security interests, encumbrances,
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claims, charges, options and interests on or against the Property (collectively, the
"Claims and Interests"). Such Claims and Interests will attach only to the net proceeds
of the sale of such Property (without prejudice to any claims or causes of action regarding
the priority, validity or enforceability thereof), except to the extent otherwise set forth in
a definitive agreement with a Successful Bidder.

No Obligation to Conclude a Transaction

41.  The highest or any Final Bid received pursuant to the BIA SSP will not necessarily be
accepted. In addition, at any time during the Sale Process, the Proposal Trustee may
terminate the BIA SSP, and shall provide notice of such a decision to all Qualified
Bidders.

Further Orders

42. At any time during the Sale Process, the Proposal Trustee may apply to the Court for
advice and directions with respect to the discharge of its powers and duties hereunder.
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Exhibit “A”
Address

FTI Consulting Inc.

TD South Tower

79 Wellington Street West
Suite 2010, PO Box 104
Toronto ON MS5K 1G8

Attention: Messrs. Dean Mullett and Adam Zalev
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AND
Estate Number/Court File No: 31-2282778
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THE PROVINCE OF ONTARIO

ONTARIO
SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)
COMMERCIAL LIST
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In the Matter of the Notice of Intention to make a Proposal of
Dundee Energy Limited Partnership and Dundee Oil & Gas Limited
Notes to the Cash Flow Statement
For the fourteen week period ending May 18, 2018

1. Purpose of the Cash Flow Statement

Dundee Energy Limited Partnership and Dundee Oil & Gas Limited (together the
“Debtors”) have prepared the attached forecast for the period February 10, 2018
to May 18, 2018 (the “Cash Flow Period”) and the accompanying notes
(collectively the “Cash Flow Statement”) in support of the proposal (the
“Proposal”) that it filed under the Bankruptcy and Insolvency Act (“BIA”) on
August 15, 2017. The Cash Flow Statement should be read in conjunction with
the Report on Cash Flow Statement by the Debtors (Form 30 under the BIA) and
also with the Trustee’s Report on Cash Flow Statement (Form 29 under the BIA),
each appended to the Cash Flow Statement.

The Debtors have prepared the Cash Flow Statement based on probable and
hypothetical assumptions that reflect the Debtors’ planned course of action for the
Cash Flow Period. Management is of the opinion that, as at the date of filing the
Cash Flow Statement, the assumptions used to develop the projection represent
the most probable set of economic conditions facing the Debtors and that the
assumptions used proved a reasonable basis for and are consistent with the
purpose of the Cash Flow Statement.

The Cash Flow Statement has been developed pursuant to s.50(6) of the BIA and
is in support of the Proposal. The information contained in the Cash Flow
Statement is subject to changing assumptions and/or receipt of new or additional
information and actual results may vary. The Cash Flow Statement should not be
used for any other purpose and creditors are cautioned that the information
provided in the Cash Flow Statement could vary based on changing future
circumstances.

2. Global Cash Flow Assumptions

The Debtors will operate as a going concern and will continue to make interest
payments on its secured loan (the “Credit Facility””) with National Bank of
Canada (the “Bank™) as cash flow permits. The Debtors have sufficient cash on

hand and borrowing availability under the Credit Facility to maintain operations
through the Cash Flow Period.

3. Oil and Gas Revenue

The Debtors’ oil and gas revenue is the product of NYMEX futures settlement
pricing as of January 16, 2018 and its expected production forecast. The Debtors’
production forecast is based on historical results and decline rates. Oil and gas
revenue is received between the 20™ and 25" of the month in the following



month. (i.e. February production revenue would be received on March 20" —
25,

4. Processing and Other Revenue

Processing and Other Revenue is derived from the Debtors’ expected marketing
and royalty revenue on third party production which is directed through its
processing facilities. Processing and other revenue is assumed to be received on
the 22" day of the following month.

5. Royalties

The Debtors’ monthly royalty expense is a product of the Debtors’ expected
production revenues and freehold, crown and gross overriding royalty
percentages. The freehold and crown rate is 12.5% for the Debtors’ Ontario
production which includes all fields except the Mikwan field in Alberta. The
Mikwan crown rate is 5%. The gross overriding royalty rate differs between
production field but ranges from 0% for its offshore production to 10.5% for its
Mikwan production. The total royalties including freehold, crown and gross
overriding royalties over the Debtors’ different production fields range from
12.5% to 18.5%.

6. Operating Expenses

The Debtors’ monthly operating expenses are based on historical expenses
including but not limited to well and equipment maintenance costs, land rental
expenses, utilities, transportation and regularly scheduled well workovers. The
Debtors’ operating expenses, excluding transportation, are related to but not
dependant on monthly production. Whereas transportation expenses are a product
of monthly production and the Debtors’ historical transportation costs for either
oil or gas. Based on negotiation with vendors following August 15, 2017 (the date
the Notice of Intention to Make a Proposal was filed) monthly transportation costs
for natural gas are forecast to be paid at the beginning of each month in advance
of the monthly transportation services being provided.

7. Payroll

The payroll includes both salaried office employees and field staff as well as
employee benefits. The Debtors’ payroll is funded a minimum of two business
days prior to the 15™ and end of the month.

8. Other G&A

Other G&A includes but is not limited to office rent and miscellaneous office
expenses. Other G&A is assumed to be paid in weekly vendor settlement
payments as they come due in the normal course of business.



9. Interest & Financing Fees

Interest and financing fees are the interest payments owed by the Debtors to the
Bank under the Credit Facility. Interest and financing fees are assumed to be paid
on the last day of the month.

10. Abandonment Disbursements

Abandonment disbursements relate to the expenses incurred as the Debtors’
complete the government mandated well abandonments, including abandonment
related payroll expenses. The Cash Flow assumes abandonment related activities
will commence in March as weather conditions are expected to be satisfactory for
the Debtor to begin preparing to work on its wells in Lake Erie; however the
Debtors’ ability to continue with its currently planned offshore and onshore
abandonment schedule is reliant on the weather and crop harvest conditions.
Abandonment operating expenses (i.e. non abandonment payroll related) are
assumed to be paid in weekly vendor settlement payments as they come due in the
normal course of business. Abandonment payroll is paid on a bi-weekly basis.

11. P&NG Rights

P&NG rights relate to land rental payments on undeveloped land. P&NG rights
are assumed to be paid at the beginning of each month as they come due for
annual renewal.

12. Restructuring Expenses

Restructuring expenses relate to the professional fees to be incurred in connection
with the Proposal proceeding, including expenses of the Debtors’ counsel, Trustee
and its counsel and the Bank and its counsel.

13. Credit Facility

The Credit Facility allows a maximum draw of $58 million as per its underlying
credit facility agreement. The Credit facility consists of a $57.9 million operating
line and a MasterCard with a $100,000 limit.



District of: Ontario

Division No. 09 — Toronto
Court No. 31-458352
Estate No.

FORM 29

Trustee's Report on Cash-Flow Statement
(Paragraphs 50(6)(b) and 50.4(2)(b) of the Act)

The attached statement of projected cash flow of Dundee Energy Limited Partnership and Dundee Oil & Gas Limited, as
of the 10th day of February 2018, has been prepared by the management of the insolvent person (or the insolvent debtor) for the
purpose described in the notes attached, using the probable and hypothetical assumptions set out in the notes attached.

Our review consisted of inquiries, analytical procedures and discussions related to information supplied to us by: the
management and employees of the insolvent person; or the insolvent person. Since hypothetical assumptions need not be
supported, our procedures with respect to them were limited to evaluating whether they were consistent with the purpose of the
projection. We have also reviewed the support provided by: management; or the insolvent person for the probable assumptions
and preparation and presentation of the projection.

Based on our review, nothing has come to our attention that causes us to believe that, in all material respects,

a) the hypothetical assumptions are not consistent with the purpose of the projection;

b) as at the date of this report, the probable assumptions developed are not suitably supported and consistent with
the plans of the insolvent person or do not provide a reasonable basis for the projection, given the hypothetical
assumptions; or

¢) the projection does not reflect the probable and hypothetical assumptions.

Since the projection is based on assumptions regarding future events, actual results will vary from the information
presented even if the hypothetical assumptions occur, and the variations may be material. Accordingly, we express no assurance
as to whether the projection will be achieved.

The projection has been prepared solely for the purpose described in the notes attached and readers are cautioned that
it may not be appropriate for other purposes.

Dated at the city of Toronto in the Province of Ontario, this 7% day of February 2018

FTI Consulting Canada Inc. — Licensed Insolvency Trustee
Per:

A
\\\ AN \ \ b S
Jeffrey Rosenberg — Licensed Insolvency Trustee
TD Waterhouse Tower \

79 Wellington St. West
Toronto ON MS5K 1G8




District of: Ontario

Division No. 09 — Toronto
Court No. 31-458352
Estate No.
FORM 29 - Attachment
Trustee's Report on Cash-Flow Statement
(Paragraphs 50(6)(b) and 50.4(2)(b) of the Act)
Purpose:

To show the Company has sufficient cash to fund operations through the 14 week period ending May 18, 2018

Projection Notes:
See attached Cash Flow Assumption Notes

Dated at the city of Toronto in the Province of Ontario, this 7" day of February 2018

FTI Consulting Canada Inc. — Licensed Insolvency Trustee
Per:

\\\ \\w\\

Jeffrey Rosenberg — Lxcense(\i‘\lnsol\qlcy Trustee
TD Waterhouse Tower
79 Wellington St. West
Toronto ON M5K 1G8




District oft Ontario

Division No. 09 — Toronto
Court No. 31-458352
Estate No.

FORM 30

Report on Cash-Flow Statement by the Person Making the Proposal
(Paragraphs S0(6)(c) and 50.4(2)(c) of the Act)

The Management of Dundee Energy Limited Partnership and Dundee Oil & Gas Limited, has/have developed the
assumptions and prepared the attached statement of projected cash flow of the insolvent person, as of the 10™ day of February
2018, consisting of weekly cash flows until the week ending May 18, 2018 prepared on the basis of the notes attached to
the cash flow statement. '

The hypothetical assumptions are reasonable and consistent with the purpose of the projection described in the
notes attached, and the probable assumptions are suitably supported and consistent with the plans of the insolvent person and
provide a reasonable basis for the projection. All such assumptions are disclosed in the notes attached.

Since the projection is based on assumptions regarding future events, actual results will vary from the information
presented, and the variations may be material.

The projection has been prepared solely for the purpose described in the notes attached, using a set of
hypothetical and probable assumptions set out in the notes attached. Consequently, readers are cautioned that it may not be
appropriate for other purposes.

Dated at the city of Toronto in the Province of Ontario, this 7" day of February 2018.

LA,

Dundee ?fnei’gy I;imitfed Partnershipand Dundee Oil & Gas Limited
Debtors !
LN

MS. Lvcie TRESOT grrbaim (nilf Fnanlae preq 1£1
Name and title of signing officer = N



District of: Ontario

Division No. 09 — Toronto
Court No. 31-458352
Estate No.

FORM 30 - Attachment
Report on Cash-Flow Statement by the Person Making the Proposal
(Paragraphs 50(6)(c) and 50.4(2)(c) of the Act)

Purpose:
To show the Company has sufficient cash to fund operations through the 14 week period ending May 18,2018

Projection Notes:
See attached Cash Flow Assumption Notes

Dated at the city of Toronto in the Province of Ontario, this 7" day of February 2018

Dundde Ehefgy Limited ]{armership aitd Dundee Oil & Gas Limited

NS g preSey _ Imrtaie (inkb Fropuliat (FFICIEL,
Name and title of signing officer
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DUNDEE ENERGY LIMITED PARTNERSHIP

FINANCIAL STATEMENTS
(UNAUDITED)

AS AT DECEMBER 31, 2017



RESPONSIBILITY OF THE GENERAL PARTNER FOR
UNAUDITED ANNUAL FINANCIAL REPORTING

The accompanying unaudited annual financial statements of Dundee Energy Limited Partnership (the “Partnership”) as at and for
the year ended December 31, 2017 (the “2017 Unaudited Annual Financial Statements™) are the responsibility of the management
of the general partner of the Partnership, Dundee Oil and Gas Limited (the “General Partner”), and the Board of Directors of the
General Partner.

The 2017 Unaudited Annual Financial Statements have been prepared by management of the General Partner, on behalf of its
Board of Directors, in accordance with the accounting policies disclosed in Note 3 to the 2017 Unaudited Annual Financial
Statements. In preparing the 2017 Unaudited Annual Financial Statements, management of the General Partner has made
informed judgments and estimates in accounting for transactions that were not complete at the date of the statement of financial
position. In the opinion of management of the General Partner, the 2017 Unaudited Annual Financial Statements have been
prepared within acceptable limits of materiality and comply with International Financial Reporting Standards.

Management of the General Partner has established processes which are in place to provide it with sufficient knowledge to
support management representations that it has exercised reasonable diligence that (i) the 2017 Unaudited Annual Financial
Statements do not contain any untrue statement of material fact or omit to state a material fact required to be stated, or that is
necessary to make a statement not misleading in light of the circumstances under which it is made, as at the date of, and for the
years presented by the 2017 Unaudited Annual Financial Statements; and (ii) the 2017 Unaudited Annual Financial Statements
fairly present in all material respects the financial condition, results of operations and cash flows of the Partnership, as at the date
of and for the years presented by the 2017 Unaudited Annual Financial Statements.

The Board of Directors of the General Partner is responsible for reviewing and approving the 2017 Unaudited Annual Financial
Statements and for ensuring that management of the General Partner fulfills its financial reporting responsibility.

Management of the General Partner recognizes its responsibility for conducting the Partnership’s affairs in compliance with
established financial standards, and applicable laws and regulations, and for maintaining proper standards of conduct for its
activities.

(signed) Bruce Sherley (signed) Lucie Presot
President Vice-President, Chief Financial Officer and
Corporate Secretary

Toronto, Canada

February e, 2018

NOTICE TO READER

The 2017 Unaudited Annual Financial Statements have been prepared by and are the responsibility of management of the
General Partner. These financial statements have not been reviewed by the Partnership’s independent external auditor.
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DUNDEE ENERGY LIMITED PARTNERSHIP
STATEMENTS OF FINANCIAL POSITION
(Unaudited)

(expressed in thousands of Canadian dollars)

As at
Note December 31, 2017 December 31, 2016
ASSETS
Current
Cash $ 3,736 $ 1,419
Accounts receivable 5 2,095 2,729
Prepaids and security deposits 797 690
Inventory 310 335
Due from related parties 12 2,425 3,083
9,363 8,256
Non-current
Oil and gas properties 6 102,819 131,355
$ 112,182 $ 139,611
LIABILITIES
Current
Bank loan 7 $ 57,400 $ 57,400
Accounts payable and accrued liabilities 6,569 4,305
Derivative financial liabilities 10 - 2,275
Decommissioning liabilities 8 1,202 3,965
65,171 67,945
Non-current
Decommissioning liabilities 8 50,504 51,555
115,675 119,500
PARTNERS' CAPITAL 9 (3,493) 20,111
$ 112,182 $ 139,611

The accompanying notes are an integral part of these unaudited financial statements.

Going Concern Assumption (Note 2)

Commitments (Note 13)

On behalf of the Board of Directors of
DUNDEE OIL AND GAS LIMITED,
as General Partner

(signed) Bruce Sherley
Director
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Director



DUNDEE ENERGY LIMITED PARTNERSHIP
STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

(Unaudited)

(expressed in thousands of Canadian dollars)

For the years ended December 31, Note 2017 2016
REVENUES

Oil and gas sales $ 26,381 $ 23,891
Royalties (3,951) (3,581)
Net sales 22,430 20,310
Production expenditures 1 (10,929) (12,385)
Depreciation and depletion 6 (8,326) (9,031)
General and administrative 1 (3,692) (2,534)
Gain (loss) on fair value changes of derivative financial instruments 10 1,299 (1,965)
Impairment of oil and gas properties 6 (18,973) (11,934)
Interest and other items in net loss 6 183 (1,045)
Interest expense 7,8 (5,320) (4,399)
Foreign exchange loss (276) (112)
NET LOSS AND COMPREHENSIVE LOSS FOR THE YEAR $ (23,604) $ (23,095)

The accompanying notes are an integral part of these unaudited financial statements.
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DUNDEE ENERGY LIMITED PARTNERSHIP

STATEMENTS OF CHANGES IN PARTNERS' CAPITAL

(Unaudited)

(expressed in thousands of Canadian dollars)

Partners' Capital Deficit Total

Balance, December 31, 2015 $ 74,399 (31,193) $ 43,206
For the year ended December 31, 2016

Net loss - (23,095) (23,095)

Balance, December 31, 2016 74,399 (54,288) 20,111
For the year ended December 31, 2017

Net loss - (23,604) (23,604)

Balance, December 31, 2017 $ 74,399 (77,892) $ (3,493)

The accompanying notes are an integral part of these unaudited financial statements.
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DUNDEE ENERGY LIMITED PARTNERSHIP
STATEMENTS OF CASH FLOW
(Unaudited)

(expressed in thousands of Canadian dollars)

For the years ended December 31, Note 2017 2016
OPERATING ACTIVITIES
Net loss for the year (23,604) $ (23,095)
Adjustments for:
Depreciation and depletion 6 8,326 9,031
Impairment of oil and gas properties 6 18,973 11,934
(Gain) loss on fair value changes of derivative financial instruments 10 (2,275) 2,254
Reclamation expenditures 8 (3,449) (570)
Other 1,867 2,525
(162) 2,079
Changes in:
Accounts receivable 634 (968)
Accounts payable and accrued liabilities 1,770 2,459
Prepaids and security deposits (107) 155
Inventory 25 41
CASH PROVIDED FROM OPERATING ACTIVITIES 2,160 3,766
FINANCING ACTIVITIES
Amounts repaid by (advanced to) related parties 12 658 (615)
Repayment of bank loan arrangements 7 - (1,402)
CASH PROVIDED FROM (USED IN) FINANCING ACTIVITIES 658 (2,017)
INVESTING ACTIVITIES
Investment in oil and gas properties 6 (501) (686)
Other - 326
CASH USED IN INVESTING ACTIVITIES (501) (360)
INCREASE IN CASH 2,317 1,389
CASH, BEGINNING OF THE YEAR 1,419 30
CASH, END OF THE YEAR 3,736 $ 1,419
Interest paid 3,948 $ 3,523

The accompanying notes are an integral part of these unaudited financial statements.
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DUNDEE ENERGY LIMITED PARTNERSHIP
NOTES TO THE FINANCIAL STATEMENTS
(Unaudited)

As at and for the years ended December 31, 2017 and 2016
Tabular dollar amounts in thousands of Canadian dollars

1. NATURE OF OPERATIONS

Dundee Energy Limited Partnership (the “Partnership” or “DELP”) was formed as a limited partnership under the laws of
the Province of Ontario for the purpose of creating value for its partners through the exploration, development, production
and marketing of oil and natural gas properties in southern Ontario, Canada. The Partnership’s registered office is located at
Suite 2100, 1 Adelaide Street East, Toronto, Ontario, Canada, M5C 2V9.

Dundee Oil and Gas Limited was incorporated on July 16, 2008 and is the general partner of the Partnership. The general
partner is responsible for the management of the Partnership in accordance with the terms and conditions of the partnership
agreement. Dundee Energy Limited, a public company, is the sole limited partner.

2. BASIS OF PREPARATION AND GOING CONCERN ASSUMPTION

These financial statements of the Partnership as at and for the year ended December 31, 2017, with comparative information
as at and for the year ended December 31, 2016, have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”), and with interpretations of the
International Financial Reporting Interpretations Committee (“IFRIC”) which the Canadian Accounting Standards Board
has approved for incorporation into Part 1 of the CPA Canada Handbook — Accounting. The Board of Directors of Dundee
Oil and Gas Limited, as general partner, approved these financial statements for issue on February e, 2018.

On January 31, 2017, the Partnership entered into a forbearance agreement with its lender (the “Original Forbearance
Agreement”), in respect of loans made by the lender under a credit agreement dated July 2, 2012, as amended (Note 7).
Under the terms of the Original Forbearance Agreement, provided that certain ongoing conditions were met, the lender to
the Partnership agreed to forbear from exercising its enforcement rights and remedies arising from the Partnership’s failure
to reduce the amounts borrowed pursuant to such credit facility, to amounts that correspond to, or fall below the borrowing
base available to the Partnership, as determined by its lender with reference to the Partnership’s reserves and the current and
projected market prices for oil and natural gas, as determined by the Partnership’s lender, until the earlier of May 15, 2017;
the occurrence of an event of default under the terms of the credit facility; or the occurrence of a default or breach of
representation by the Partnership under the Original Forbearance Agreement.

The Original Forbearance Agreement provided a definitive timeline within which the Partnership was required to complete
its intended process to identify strategic alternatives, which may have included debt restructuring, a sale of all or a material
portion of the assets of the Partnership, the outright sale of the Partnership, or a business combination or other transaction
involving the Partnership and a third party. Under the terms of the Original Forbearance Agreement, the Partnership had
committed to enter into a binding agreement under an arrangement, which binding agreement was to be satisfactory to its
lender, by April 7, 2017.

The lender did not provide its consent to any of the proposals made by the Partnership, and the Original Forbearance

Agreement expired on May 15, 2017, without resolution. On July 21, 2017, the Partnership received notice from the
Partnership’s lender, demanding repayment of amounts borrowed pursuant to the credit facility by July 31, 2017. On
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August 16, 2017, the Partnership commenced insolvency proceedings by filing a Notice of Intention to Make a Proposal
(“NOI”) pursuant to the provisions of the Bankruptcy and Insolvency Act (Canada) in order for it to run a court-supervised
sale solicitation process (“SSP”), with the goal of identifying proposals to purchase some or all of the business, properties or
assets of the Partnership. The Partnership and the lender have entered into a revised forbearance agreement (the
“Forbearance Agreement”) and the lender is supporting the Partnership in the reorganization proceedings. The Partnership
has obtained an order from the Ontario Superior Court of Justice (the “Court”) approving the terms of the SSP.

These financial statements have been prepared using accounting principles applicable to a going concern. The going
concern basis assumes that the Partnership will continue its operations for the foreseeable future, and will be able to realize
its assets and discharge its liabilities and commitments in the normal course of business. The low commodity price
environment has constrained the Partnership’s access to capital under its existing credit facility and otherwise. Without
access to financing, the Partnership will be challenged to deploy the capital that it requires to maintain its existing reserves
and production volumes, fund repair and maintenance costs, meet its current financial obligations, including the servicing of
its debt and its ability to meet decommissioning obligations, and otherwise develop its ongoing business strategy. As at
December 31, 2017, the Partnership had negative working capital of $55,808,000 (2016 — $59,689,000) and during the year
then ended, it incurred a net loss of $23,604,000 (2016 — $23,095,000). Furthermore, there can be no assurance that the
Partnership will be successful in its efforts under the SSP, or that the Court will approve the SSP or any competing bid that
may emerge from such process.

The material uncertainty caused by the events described above casts significant doubt upon the Partnership’s ability to
continue as a going concern and the ultimate appropriateness of using accounting principles applicable to a going concern.
Other than an assessment of the Partnership’s ability to continue to develop its exploration properties (Note 6), these
financial statements do not include any adjustments to the amounts and classification of assets and liabilities that might be
necessary should the Partnership be unable to continue as a going concern. If the Partnership is not able to continue as a
going concern, the Partnership may be required to reassess the carrying value of its assets in light of circumstances that
could result in the realization of its assets and the discharge of its liabilities in other than the normal course of business and
at amounts different from those reflected in these financial statements. These differences could be material.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted by the Partnership in the preparation of its financial statements are set out
below.

Basis of Measurement
These financial statements have been prepared under the historical cost convention, except for certain financial instruments,
including derivative financial instruments, which are measured at fair value as determined at each reporting date.

Foreign Currency

Functional and Presentation Currency
These financial statements are presented in Canadian dollars, which is the Partnership’s functional currency.

Transactions

Foreign currency transactions are translated into the Partnership’s functional currency using exchange rates prevailing at the
dates of the transactions. Generally, foreign exchange gains and losses resulting from the settlement of foreign currency
transactions and from the translation of monetary assets and liabilities denominated in currencies other than the
Partnership’s functional currency at each period-end date are recognized in the statement of operations.
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Inventory

The Partnership’s oil production is stored in oil batteries until such time as it is delivered for sale. Any remaining oil
production in oil batteries at the end of a reporting period is recognized as inventory in the financial statements and is valued
at the lower of cost and net realizable value. Cost of inventory includes production costs, including direct overhead costs,
and depreciation and depletion. Net realizable value is determined with reference to the relevant average sales price realized
for oil production during the previous 12 month period, less variable selling expenses. The Partnership’s natural gas
production is immediately interconnected to the gas distribution network and therefore, the Partnership does not hold
inventory of natural gas.

Financial Instruments
The Partnership’s financial instruments include cash, accounts receivable, amounts due from related parties, amounts due
pursuant to bank loan arrangements, accounts payable and accrued liabilities, and derivative financial instruments.

Financial assets and liabilities are recognized when the Partnership becomes a party to the contractual provisions of the
instrument. Financial assets are derecognized when the rights to receive cash flows from the assets have expired or are
assigned and the Partnership has transferred substantially all risks and rewards of ownership in respect of the asset.
Financial liabilities are derecognized when the related obligation is discharged or cancelled, or when such obligation
expires.

Classification of financial instruments in the Partnership’s financial statements depends on the purpose for which the
financial instruments were acquired or incurred. Management determines the classification of financial instruments at initial
recognition.

Financial Assets and Liabilities at Fair Value through Profit or Loss

A financial asset or liability is classified in this category if acquired principally for the purpose of selling or repurchasing in
the short term. Derivatives, if any, are also included in this category, unless they are designated as hedges. The
Partnership’s derivative financial instruments, which have not been designated as hedges for accounting purposes, have been
classified in this category. Transaction costs related to these financial instruments are expensed in the statement of
operations.

Derivative Financial Instruments

The Partnership may manage its exposure to changes in commaodity prices and associated earnings volatility by periodically
entering into derivative contracts in accordance with its risk management policy. These derivative contracts are carried at
fair value and are generally reported as assets in circumstances when they have a positive fair value and as liabilities when
they have a negative fair value. Both realized and unrealized gains and losses from changes in fair value of these derivative
contracts are recorded in the statement of operations.

Loans and Receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. The Partnership’s financial assets that are classified as loans and receivables include cash, accounts
receivable and amounts due from related parties. Financial assets classified as loans and receivables are initially recognized
at the amount expected to be received less, when material, a discount to reduce the carrying value of the financial asset to its
fair value. Subsequently, financial assets classified as loans and receivables are measured at amortized cost using the
effective interest method, less a provision for impairment as may be required.

Financial Liabilities at Amortized Cost

The Partnership’s financial instruments classified as financial liabilities at amortized cost include amounts due pursuant to
bank loan arrangements and accounts payable and accrued liabilities. Financial instruments designated as financial
liabilities at amortized cost are initially recognized at the amount required to be paid less, when material, a discount to
reduce the carrying value of the liability to its fair value. Subsequently, these financial liabilities are measured at amortized
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cost using the effective interest method. Financial liabilities are classified as current liabilities if payment is due within 12
months. Otherwise, they are presented as non-current liabilities.

Impairment of Financial Assets at Amortized Cost

At each reporting date, the Partnership assesses whether there is objective evidence that a financial asset, other than a
financial asset that is carried in the Partnership’s financial statements at fair value, is impaired. A financial asset is impaired
and impairment losses are incurred only if there is objective evidence of impairment as a result of one or more events that
occurred after the initial recognition of the asset and that loss event impacted the estimated future cash flows of the financial
asset in an amount that can be reliably estimated. Objective evidence may include significant financial difficulty of the
obligor or delinquencies in interest and principal payments. If such evidence exists, the Partnership recognizes an
impairment loss equal to the difference between the carrying value of the financial asset and the present value of the
estimated future cash flows, discounted using the instrument’s original effective interest rate for the financial asset. An
impairment of a financial asset carried at amortized cost is reversed in subsequent periods if the amount of the loss
decreased and the decrease can be related objectively to an event occurring after the impairment was recognized.

Oil and Gas Properties

A portion of the Partnership’s exploration, evaluation, development and production activities is conducted pursuant to
working interest arrangements with third parties. Accordingly, these financial statements reflect only the Partnership’s share
of capital expenditures associated with these activities.

Oil and Gas Development Costs

The Partnership capitalizes all costs associated with its development expenditures in southern Ontario, including accrued
costs for decommissioning liabilities. Capitalized costs include the acquisition of oil and gas rights, geological and
geophysical expenditures, equipment costs and that portion of general and administrative expenses directly attributable to
these activities. Expenditures that improve the productive capacity or extend the life of a property are capitalized.
Maintenance and repairs are generally expensed as incurred.

Capitalized costs associated with properties with proved reserves, adjusted for estimated future costs to be incurred in
developing such proved reserves, are depleted over estimated proved reserves using the unit of production method. For
purposes of these calculations, production and reserves of natural gas are converted to barrels on an energy equivalent basis
at a ratio of 6,000 cubic feet (“6 Mcf”) of natural gas to one barrel (“1 bbl”) of oil. Depletion rates are updated annually
unless there is a material change in circumstances, in which case they are updated more frequently. Acquisition costs of
probable reserves are not depleted or depreciated while under active evaluation for commercial reserves. Costs are
transferred to depletable costs as proved reserves are recognized.

Assets used in the development and production of oil and gas properties are depreciated over the estimated economic life of

the asset.
Asset Category Depreciation Method Depreciation Rate
Pipeline infrastructure Unit of production n/a
Machinery and equipment Straight line 3% to 12%
Land and buildings Straight line 2% to 5%
Office equipment, computer hardware and software Declining balance 10% to 35%

Undeveloped Properties

Included in oil and gas properties are undeveloped properties on which the Partnership is conducting exploration and
evaluation activities. The Partnership capitalizes all costs associated with undeveloped properties, except for costs incurred
before the Partnership has obtained the legal right to explore an area, in which case costs are expensed as incurred.
Expenditures on undeveloped properties include costs for an area or project for which technical feasibility and commercial
viability have not yet been determined and may include lease acquisitions, geological and geophysical expenditures,
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carrying costs of non-productive properties, equipment costs, that portion of general and administrative expenses directly
attributable to these activities and costs associated with decommissioning liabilities. Technical feasibility and commercial
viability of a project is considered to be determined when proved or probable reserves are determined to exist, at which time
the costs are reclassified as development costs, with assigned reserves.

Impairment of Oil and Gas Properties

The Partnership evaluates the carrying value of oil and gas properties when events or changes in circumstances indicate that
the carrying amounts may not be recoverable. An impairment loss is recognized for the amount by which the asset’s
carrying value exceeds its recoverable amount. The recoverable amount of an asset is the greater of an asset’s fair value less
costs to sell and its value in use. For the purpose of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash inflows (“cash generating units” or “CGUs”). If their carrying value is assessed not to
be recoverable, an impairment loss is recognized. The Partnership evaluates impairment losses for potential reversals when
events or circumstances warrant such consideration.

Decommissioning Liabilities

A decommissioning liability is recognized when the Partnership has a legal or constructive obligation to plug a well,
dismantle and remove property, plant and equipment, or complete site restoration work, and when a reliable estimate of the
liability can be made. The Partnership has estimated its decommissioning liabilities in consultation with third parties and
such estimates are based on current costs and technology. When a decommissioning liability is recognized, a corresponding
amount, equivalent to the amount of the obligation, is recognized as part of the cost of related oil and gas properties.

Decommissioning liabilities are measured at the present value of the expected expenditures required to settle the obligation
using a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the
obligation. The effect of any changes to decommissioning liabilities, including changes to the underlying estimates and
changes in market interest rates used to discount the obligation, is added to or deducted from the cost of the related assets.
Accretion, representing the increase in decommissioning liabilities due to the passage of time, is recognized as interest
expense.

Revenue Recognition

Revenue associated with the Partnership’s production and sale of crude oil, natural gas, and natural gas liquids is recognized
when title is transferred to the customer and delivery has taken place. A portion of the Partnership’s production and sales
activities is conducted pursuant to working interest arrangements with third parties. Accordingly, these financial statements
reflect only the proportionate interest of the Partnership in such activities.

Revenue from oil and gas sales is presented before royalty payments to third parties, including the government and other
mineral interest owners. Royalties on production are recorded using rates in effect under the terms of contracts with such
third parties at the time of production.

Income Taxes

The Partnership is not a taxable entity. The partners are required to include their proportionate share of any income or loss
from the Partnership in computing their individual taxable income in any taxation period. Therefore, no income tax
provision is required in these financial statements.

Changes in Accounting Policies Implemented During the Year Ended December 31, 2017
IAS 7, “Statement of Cash Flows” (“IAS 7"”)
On January 1, 2017, the Partnership implemented certain amendments to IAS 7, which require that entities provide enhanced

information about changes in their financial liabilities, including changes from cash flows and non-cash changes. The
implementation of amendments to IAS 7 had no impact on the Partnership’s 2017 Unaudited Annual Financial Statements.
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Accounting Standards, Interpretations and Amendments to Existing Standards not yet Effective

IFRS 9, “Financial Instruments” (“IFRS 9”)

In July 2014, the IASB issued final amendments to IFRS 9, replacing IAS 39, “Financial Instruments: Recognition and
Measurement” (“IAS 39”). IFRS 9 introduces new requirements for the classification, measurement and impairment of
financial assets, and new requirements related to hedge accounting. IFRS 9 uses a single approach to determine whether a
financial asset is measured at amortized cost or fair value, and replaces the multiple category and measurement models in
IAS 39. The categorization approach in IFRS 9 focuses on how an entity manages its financial instruments in the context of
its business model, as well as the contractual cash flow characteristics of the financial assets. New hedge accounting
requirements incorporated into IFRS 9 increase the scope of items that may qualify as a hedged item and changes the
requirements of hedge effectiveness testing that must be met in order to apply hedge accounting. The requirements of IFRS
9 are effective for annual periods beginning on or after January 1, 2018. The Partnership has completed an analysis of the
requirements of IFRS 9 in order to determine the effect that IFRS 9 will have on its future financial reporting. The
Partnership does not anticipate any immediate changes to its financial statements resulting from the implementation of IFRS
9.

IFRS 16, “Leases” (“IFRS 16”)

In January 2016, the IASB issued IFRS 16, replacing IAS 17, “Leases”. IFRS 16 provides a single lessee accounting model
and requires the lessee to recognize assets and liabilities for all leases on its balance sheet, providing the reader with greater
transparency of an entity’s lease obligations. Leases to explore for or use oil or natural gas are specifically excluded from
the scope of IFRS 16. IFRS 16 is effective for annual periods beginning on or after January 1, 2019, with early adoption
permitted. The Partnership has not yet begun its assessment of the implementation of amendments to IFRS 16, and such
assessment is scheduled for completion in 2018.

IFRS 15, “Revenues from Contracts with Customers” (“IFRS 157)

In April 2016, the IASB issued amendments to IFRS 15, clarifying the application of certain of its underlying principles,
including the identification of a performance obligation, and the determination of whether a company is a principal or is
acting as an agent in the provision of a good or service. The Partnership has completed an assessment of the requirements of
IFRS 15, including the identification of relevant performance obligations for each of the contracts with customers. It has
reviewed the determination of expected consideration in respect of each such performance obligation and it has allocated the
expected consideration to the components of the performance obligations, as appropriate. The Partnership has determined
that there are no significant differences in the measurement and timing of revenue recognition between the requirements of
IFRS 15 and the Partnership’s current revenue recognition policies. Accordingly, the Partnership does not expect that the
implementation of IFRS 15 will have a significant effect on the Partnership’s financial statements.

4. CRITICAL JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of these financial statements in accordance with IFRS requires the Partnership to make judgments in
applying its accounting policies and estimates and assumptions about the future. These judgments, estimates and
assumptions affect the reported amounts of assets, liabilities, revenues and other items in net operating earnings or loss, and
the related disclosure of contingent assets and liabilities included in the Partnership’s financial statements. The Partnership
evaluates its estimates on an ongoing basis. Such estimates are based on historical experience and on various other
assumptions that the Partnership believes are reasonable under the circumstances, and these estimates form the basis for
making judgments about the carrying value of assets and liabilities and the reported amounts of revenues and other items in
net operating earnings or loss that are not readily apparent from other sources. Actual results may differ from these
estimates under different assumptions or conditions. The following discusses the most significant judgments, estimates and
assumptions that the Partnership has made in the preparation of its financial statements.
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Oil and Natural Gas Reserves

The Partnership’s proved and probable reserves of oil, natural gas and natural gas liquids are estimated by management.
The process of estimating proved and probable reserves requires significant judgment in evaluating and assessing available
geological, geophysical, engineering and economic data, projected rates of production, estimated commodity price forecasts
and the timing of future expenditures, all of which are, by their very nature, subject to interpretation and uncertainty. The
evaluation of reserves is an ongoing process impacted by current production, continuing development activities and
changing economic conditions. The aggregate of capitalized costs, net of certain costs related to unproved properties, and
estimated future development costs are depleted using the unit of production method based on estimated proved reserves.
Changes in estimates of proved and probable reserves may materially impact the determination of recoverability of the
carrying value of the Partnership’s oil and gas properties, the recorded amount of depletion and depreciation, the
determination of the Partnership’s obligations pursuant to decommissioning liabilities and the assessment of impairment
provisions.

Recoverability of the Carrying Value of Exploration and Evaluation Costs on Undeveloped Properties

The Partnership is required to review the carrying value of its undeveloped properties for potential impairment. Impairment
is indicated if the carrying value of the Partnership’s undeveloped properties is not recoverable. If impairment is indicated,
the amount by which the carrying value of undeveloped properties exceeds their estimated recoverable amount is charged to
the statement of operations.

Evaluating for recoverability during the exploration and evaluation phase requires judgment in determining whether future
economic benefit from future exploitation, sale or otherwise, is likely. Evaluations may be more complex where activities
have not reached a stage which permits a reasonable assessment of the existence of reserves. Management must make
certain estimates and assumptions about future events or circumstances including, but not limited to, the interpretation of
geological, geophysical and seismic data, the Partnership’s financial ability to continue exploration and evaluation activities,
contractual issues with working interest partners and the impact of current and expected future oil and natural gas prices to
potential reserves.

Decommissioning Liabilities

The Partnership is required to provide for decommissioning liabilities. The Partnership must estimate these costs in
accordance with existing laws, contracts and other policies. The estimate of future costs involves a number of estimates
relating to timing, type of costs and associated contract negotiations, and review of potential methods and other technical
advancements.  Furthermore, due to uncertainties concerning environmental remediation, the ultimate cost of the
Partnership’s decommissioning liabilities could differ from amounts provided.

The estimates of the Partnership’s obligations are subject to change due to amendments to applicable laws and regulations
and as new information concerning the Partnership’s operations become available. The Partnership is not able to determine
the impact on its financial position, if any, of environmental laws and regulations that may be enacted in the future.

Fair Value of Financial Instruments

Certain financial instruments are recorded in the Partnership’s statements of financial position at values that are
representative of, or approximate fair value. The fair value of a financial instrument that is traded in active markets at each
reporting date is determined by reference to quoted market prices or dealer price quotations. For all other financial
instruments carried at fair value, the fair value is determined using valuation techniques. By their nature, these valuation
techniques require the use of assumptions. Changes in the underlying assumptions of a valuation model could materially
impact the determination of the fair value of a financial instrument. Imprecision in determining fair value using these
valuation techniques may affect the amount of net operating earnings or loss recorded for a particular investment in a
particular period.
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The Partnership believes that its estimates of fair value are reasonable and appropriate. The Partnership reviews
assumptions relating to financial instruments on an ongoing basis to ensure that the basis for determination of fair value is
appropriate.

5. ACCOUNTS RECEIVABLE

As at December 31, 2017 2016
Customers for oil and natural gas production $ 1,962 $ 2,596
Third-party drilling receivable 119 119
Working interest partners 14 14

$ 2,095 $ 2,729

6. OIL AND GAS PROPERTIES

Exploration
Property, Plant and Equipment and Evaluation
Oil and Gas Machinery Land
Development Pipeline and and Undeveloped
Costs Infrastructure  Equipment Buildings Other Properties Total
At December 31, 2015
Cost $ 160,565 $ 27,751 $ 27,925 $ 4715 $ 1,740 $ 24,781 $ 247477
Accumulated depreciation, depletion and impairment (74,588) (8,570) (7,229) (139) (552) - (91,078)
Net carrying value, December 31, 2015 85,977 19,181 20,696 4,576 1,188 24,781 156,399
For the year ended December 31, 2016
Carrying value December 31, 2015 85,977 19,181 20,696 4,576 1,188 24,781 156,399
Net additions - - (1,444) - (31) 590 (885)
Remeasure decommissioning liability (Note 8) (3,194) - - - - - (3,194)
Depreciation and depletion (6,686) (957) (1,343) (31) (14) - (9,031)
Impairment (5,000) - - - - (6,934) (11,934)
Net carrying value, December 31, 2016 71,097 18,224 17,909 4,545 1,143 18,437 131,355
At December 31, 2016
Cost 157,371 27,751 26,122 4,715 1,709 25,371 243,039
Accumulated depreciation, depletion and impairment (86,274) (9,527) (8,213) (170) (566) (6,934) (111,684)
Net carrying value, December 31, 2016 71,097 18,224 17,909 4,545 1,143 18,437 131,355
For the year ended December 31, 2017
Carrying value December 31, 2017 71,097 18,224 17,909 4,545 1,143 18,437 131,355
Net additions - - (34) - ) 536 500
Remeasure decommissioning liability (Note 8) (1,737) - - - - - (1,737)
Depreciation and depletion (6,015) (930) (1,343) (31) (@] - (8,326)
Impairment - - - - - (18,973) (18,973)
Net carrying value, December 31, 2017 63,345 17,294 16,532 4,514 1,134 - 102,819
At December 31, 2017
Cost 155,634 27,751 26,077 4,715 1,707 25,907 241,791
Accumulated depreciation, depletion and impairment (92,289) (10,457) (9,545) (201) (573) (25,907) (138,972)
Net carrying value, December 31, 2017 $ 63,345 $ 17294 $ 16532 $ 4514 $ 1,134 $ - $ 102,819

Impairment of Oil and Natural Gas Properties

Impairment of Exploration and Evaluation Properties

The Partnership’s undeveloped properties include properties that have been designated as exploration and evaluation
properties. The Partnership requires substantial amounts of financial resources to further exploit these properties. At
December 31, 2017, and in light of restricted financial resources available to the Partnership (Notes 2 and 7), the Partnership
determined that it was appropriate to impair these assets by $18,973,000, reducing their carried value to $nil. During 2016,
the Partnership had provided an impairment of $6,934,000 against certain other undeveloped properties that did not have
any identified commercially viable resources or reserves, also reducing their carried value to $nil.
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Impairment of Natural Gas Properties

On June 30, 2016, and in response to the continued decline in the outlook for long-term gas prices, the Partnership
recognized an impairment loss of $5,000,000 on certain natural gas properties in southern Ontario, reducing their carried
value to their recoverable amount on June 30, 2016 of $49,753,000. The recoverable amount of these natural gas properties
was measured based on their value-in-use, determined by application of a discounted cash flow model, using reserves
volumes and forecasted natural gas prices as provided by independent, third party oil and gas reserve evaluators.

The Partnership’s assessment of impairment relating to its oil and gas properties was determined by an assessment of
anticipated cash flows relating to specific properties, discounted using a discount rate of 8%. Had the Partnership completed
its analysis during the year ended December 31, 2016, using a discount rate of 10%, the Partnership’s gas properties would
have been further impaired by $77,000, and its oil properties would have been further impaired by $328,000.

Disposal of Machinery and Equipment
In February 2016, the Partnership sold an offshore jack-up platform for proceeds of $88,000. Included in the Partnership’s
financial statements as “Interest and other items in net 10ss”, is a realized loss of $1,494,000 related to the disposal.

7. BANK LOAN

The Partnership has established a credit facility with a Canadian Schedule | Chartered Bank secured by the assets of the
Partnership.

The credit facility is structured as a revolving demand loan, and is subject to a tiered interest rate structure based on the
Partnership’s net debt to cash flow ratio, as defined in the credit facility. Based on ratios at December 31, 2017, draws on
the credit facility bore interest at the bank’s prime lending rate plus 3.5%. The Partnership is subject to a standby fee of
0.55% on undrawn amounts under the credit facility.

The credit facility was secured against all of the oil and natural gas properties owned by the Partnership. In addition to the
security provided by the Partnership, Dundee Energy Limited assigned a limited recourse guarantee of its units in the
Partnership as further security pursuant to the credit facility. The credit facility was subject to certain covenants, including
maintenance of minimum levels of working capital. At December 31, 2017, the Partnership was in compliance with all such
covenants.

At December 31, 2017, the Partnership had drawn $57,400,000 (2016 — $57,400,000) pursuant to the credit facility. During
the year ended December 31, 2017, the Partnership incurred interest expense relating to the credit facility, including bank
charges, arrangement fees and standby fees, of $3,948,000 (2016 — $3,523,000).

On January 31, 2017, the Partnership entered into the Original Forbearance Agreement (Note 2) with its lender, pursuant to
which the lender had agreed, provided that certain ongoing conditions were met, to forbear from exercising its enforcement
rights and remedies arising from the Partnership’s failure to reduce the amounts borrowed pursuant to the credit facility, to
amounts that correspond to, or fall below the borrowing base available to the Partnership, until the earlier of May 15, 2017;
the occurrence of an event of default under the terms of the credit facility; or the occurrence of a default or breach of
representation by the Partnership under the Original Forbearance Agreement.

The Original Forbearance Agreement provided a definitive timeline within which the Partnership was required to complete
its intended process to identify strategic alternatives which may have included debt restructuring, a sale of all or a material
portion of the assets of the Partnership, the outright sale of the Partnership, or a business combination or other transaction
involving the Partnership and a third party. Under the terms of the Original Forbearance Agreement, the Partnership had
committed to enter into a binding agreement under an arrangement, which binding agreement was to be satisfactory to its
lender, by April 7, 2017.
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The lender did not provide its consent to any of the proposals made by the Partnership and the Original Forbearance
Agreement expired on May 15, 2017 without resolution. On July 21, 2017, the Partnership and Dundee Energy Limited
received notice from the Partnership’s lender, demanding repayment of amounts borrowed pursuant to the credit facility by
July 31, 2017. The Partnership was unable to meet the demand made by its lender and accordingly, on August 16, 2017, the
Partnership commenced insolvency proceedings by filing a NOI pursuant to the provisions of the Bankruptcy and Insolvency
Act (Canada) in order for it to run a court-supervised SSP, with the goal of identifying proposals to purchase some or all of
the business, properties or assets of the Partnership. The Partnership and the lender have entered into a Forbearance
Agreement and the lender is supporting the Partnership in the reorganization proceedings. The Partnership has obtained an
order from the Court approving the terms of the SSP.

8. DECOMMISSIONING LIABILITIES

The carrying amount of the Partnership’s decommissioning liabilities is comprised of the expected future abandonment and
site restoration costs associated with its oil and gas properties and is anticipated to be incurred over 45 years. Abandonment
and site restoration costs are based on the Partnership’s net ownership in the underlying wells and facilities, the estimated
cost to abandon these wells and facilities and the estimated timing of the costs to be incurred in future periods.

As at and for the years ended December 31, 2017 2016
Undiscounted future obligations, beginning of the year $ 98,556 $ 94,873
Effect of changes in estimates (2,863) 4,253
Liabilities settled (reclamation expenditures) (3,449) (570)
Undiscounted future obligations, end of the year $ 92,244 $ 98,556

Changes in the Partnership’s estimate of its decommissioning liabilities on an undiscounted basis reflect the impact of
inflation to the timing of abandonment and site restoration costs.

The following reconciles the Partnership’s decommissioning liabilities on a discounted basis:

As at and for the years ended December 31, 2017 2016
Discount rates applied to future obligations 1.64% - 2.15% 0.76% - 2.24%
Inflation rate 2.00% 2.00%
Discounted future obligations, beginning of the year $ 55,520 $ 58,408
Effect of changes in estimates and remeasurement of discount rates (1,737) (3,194)
Liabilities settled (reclamation expenditures) (3,449) (570)
Accretion (interest expense) 1,372 876
Discounted future obligations, end of the year $ 51,706 $ 55,520
Current $ 1,202 $ 3,965
Non-current 50,504 51,555
$ 51,706 $ 55,520

As required by statute, the Partnership has provided a security deposit to the Ontario Ministry of Natural Resources in the
amount of $270,000 in respect of future abandonment costs.
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9. PARTNERS’ CAPITAL

Partners’ capital represents the net assets of the Partnership and is comprised of units in the Partnership and accumulated
earnings or losses. All Partnership units are of the same class with equal rights and privileges, including equal participation
in any distribution made by the Partnership.

10. DERIVATIVE FINANCIAL INSTRUMENTS

During 2017, the Partnership had entered into certain commodity swap derivative contracts to manage its exposure to
volatility in the prices received for the sale of the underlying commodities. These derivative instruments were not
designated as hedging instruments and accordingly, were classified as financial instruments at fair value through profit or
loss. Therefore, changes in the fair value of these derivative financial instruments are recorded in the statement of
operations and comprehensive loss.

There were no outstanding commodity swap derivative contracts outstanding at December 31, 2017. The Partnership
determined that the fair value of outstanding commodity swap derivative contracts at December 31, 2016 resulted in a
liability balance of $2,275,000.
During the year ended December 31, 2017, the Partnership recognized a gain of $1,299,000 (2016 — loss of $1,965,000)
from changes in the fair value of commodity swap derivative contracts, including a realized loss of $976,000 (2016 —
realized gain of $289,000), offset by an unrealized gain of $2,275,000 (2016 — unrealized loss of $2,254,000).

11. GENERAL AND ADMINISTRATIVE EXPENSES AND PRODUCTION EXPENDITURES BY NATURE

General and Administrative Expenses

For the years ended December 31, 2017 2016
Salary and salary-related $ 2,284 $ 2,456
Corporate and professional fees 2,424 1,246
General office 782 633
Exploration and development costs 111 95
Allocation of general and administrative costs (1,909) (1,896)

$ 3,692 $ 2,534

Production Expenditures

For the years ended December 31, 2017 2016
Labour $ 3914 3% 4,397
Materials, equipment and supplies used 2,914 3,813
Transportation 608 574
Utilities 2,300 2,321
Rental and lease payments 318 262
Other 875 1,018

$ 10,929 $ 12,385
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12.

13.

14.

RELATED PARTY TRANSACTIONS

Other than as disclosed elsewhere in these financial statements, related party transactions and balances as at and for the
years ended December 31, 2017 and 2016 are as described below.

Services Arrangement with Dundee Resources Limited

Dundee Resources Limited is a wholly owned subsidiary of Dundee Corporation, the parent company of the Partnership’s
sole limited partner, Dundee Energy Limited. Dundee Resources Limited provides the Partnership with administrative
support services as well as geophysical, geological and engineering consultation with regard to the Partnership’s activities.
During the year ended December 31, 2017, the Partnership incurred costs of $497,000 (2016 — $446,000) in respect of these
arrangements.

Amounts Due From and Due To Related Parties
At December 31, 2017, the Partnership had advanced $2,425,000 (2016 — $3,083,000) to Dundee Energy Limited. Amounts
borrowed from Dundee Energy Limited are non-interest bearing and have no specified term to maturity.

COMMITMENTS

The Partnership has lease agreements for premises and equipment pursuant to which future minimum annual lease
payments, exclusive of operating costs and realty taxes, are as follows:

As at December 31, 2017
Less than 1 year $ 180
Between 1 and 5 years 193
Thereafter -

FINANCIAL INSTRUMENTS

Fair Value of Financial Instruments

There are no financial assets or financial liabilities measured at fair value in the Partnership’s statement of financial position
as at December 31, 2017. At December 31, 2016, the Partnership had outstanding derivative financial instruments that were
measured at fair value. In determining the fair value of the outstanding derivative financial instruments, the Partnership
used a valuation methodology that included significant observable inputs and therefore, it had classified the measurement of
the derivative financial instruments at Level 2 of the fair value hierarchy.

Risk Management

The Partnership may be exposed to financial risks due to the nature of its business and the financial assets and liabilities that
it holds. The Partnership’s overall risk management strategy seeks to minimize potential adverse effects on the
Partnership’s financial performance.

Credit Risk
Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to
discharge an obligation.

The Partnership’s accounts receivable are with customers for its oil and natural gas production, with its working interest
partners in oil and natural gas development and production activities and with third parties. These amounts expose the
Partnership to risk for non-payment. The Partnership’s maximum exposure to credit risk relating to these items
approximates the carrying amount of these assets on the Partnership’s statement of financial position.

DECEMBER 31, 2017 — DUNDEE ENERGY LIMITED PARTNERSHIP 17



The Partnership currently markets its production to customers with investment grade credit ratings. Otherwise, the
Partnership may seek parental guarantees and/or letters of credit prior to transacting with such customers.

The majority of the Partnership’s revenue is from three (2016 — three) core customers, who individually accounted for 34%
(2016 — 36%), 31% (2016 — 30%), and 29% (2016 — 28%) of total revenue. At December 31, 2017, of the Partnership’s
individual accounts receivable due from customers, approximately 91% (2016 — 95%) was due from these three customers.

Amounts receivable from working interest partners and from other third parties represent receivables from other participants
in the oil and natural gas sector, and collection of the outstanding balances may be dependent on industry factors such as
commodity price fluctuations, escalating costs and the risk of unsuccessful drilling. The Partnership attempts to mitigate the
credit risk on receivables from working interest partners by obtaining pre-approval of significant capital expenditures.
Where the Partnership is the operator of properties, it has the ability to withhold production from working interest partners
in the event of non-payment.

Market Risk

Market risk is the risk that the fair value of a financial instrument will fluctuate because of changes in market prices. For
purposes of this disclosure, the Partnership segregates market risk into three categories: currency risk, fair value risk and
interest rate risk.

Currency Risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in foreign exchange rates. The Partnership is exposed to the risk of changes in the Canadian to U.S. dollar
exchange rate on sales of oil and natural gas. A 3% change in the foreign exchange translation rate of Canadian to U.S.
dollars during the year ended December 31, 2017 would have resulted in a change to net earnings of approximately
$768,000 (2016 — $655,000).

Fair Value Risk

Fair value risk is the potential for loss from an adverse movement in market prices of financial instruments, excluding
movements relating to changes in interest rates and foreign exchange currency rates. Fair value risk includes
commodity price risk, which is the risk that future cash flows will fluctuate as a result of changes in commodity prices.
Commodity prices are influenced by global levels of supply and demand and when realized, may be further impacted
by changes in the Canadian and U.S. dollar exchange rate. Significant commaodity price fluctuations may materially
impact the Partnership’s borrowing base under its bank loan, or its ability to raise additional capital, if required.

In order to mitigate its exposure to adverse changes in commodity prices, the Partnership has entered into commodity
swap derivative contracts (Note 10). These derivative instruments are recognized in the financial statements at fair
value. The fair value of these derivative financial instruments is primarily driven by prices of the underlying
commodities. Accordingly, the Partnership is exposed to fair value risk in respect of these contracts that is partially
correlated to changes in commodity prices. There were no outstanding commodity swap derivative contracts at
December 31, 2017.

Interest Rate Risk

Interest rate risk relates to the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The Partnership’s primary exposure to interest rate risk is through amounts
borrowed under its bank loan arrangements. In general, a 50 basis point change in market interest rates during the year
ended December 31, 2017, would have resulted in a change to net earnings during that period of approximately
$284,000 (2016 — $293,000).
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Liquidity Risk

Liquidity risk is the risk that the Partnership will encounter difficulty in meeting obligations associated with financial
liabilities as they become due. The following table summarizes the maturity profile of the Partnership’s financial liabilities
as at December 31, 2017.

Carrying Amount | Contractual Term to Maturity
Bank loan $ 57,400 | Demand facility
Accounts payable and accrued liabilities 6,569 | Typically due within 20 to 90 days
Current portion of decommissioning liabilities 1,202 | Expected settlement in 2018
$ 65,171

Draws against the Partnership’s bank loan arrangements are due on demand. At December 31, 2017, the Partnership was in
compliance with all required financial covenants pursuant to its bank loan arrangements (Note 7).

Significant volatility in the underlying prices of commodities has impacted the aggregate amounts that the lender has made
available to the Partnership. The Partnership mitigates the risk associated with the possible further curtailment of lending
capacity by actively managing its budgeted cash flow forecast, in consultation with its lender. Otherwise, the Partnership
mitigates liquidity risk by monitoring operational cash flows, planning its project expenditures and securing financing
facilities in advance of undertaking significant commitments.

The Partnership’s current financial assets, combined with its current operational cash flows, will not be sufficient to sustain
its ability to meet its ongoing financial liabilities as they become due, including liabilities related to its bank loan
arrangements. The Partnership’s ability to meet these obligations is therefore partially dependent on the outcome of the SSP
(Notes 2 and 7) and its ability to identify and implement viable financing or restructuring alternatives. There can be no
assurance regarding the success of these initiatives.

CAPITAL MANAGEMENT

The Partnership defines the capital that it manages as its working capital. The Partnership’s objectives when managing
capital are to manage its business in an effective manner with the goal of increasing the value of its assets. The Partnership
regularly monitors its available capital and as necessary, adjusts to changing economic circumstances and the risk
characteristics of the underlying assets.
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Appendix D



Dundee Qil and Gas Limited
Balance Sheet
As at December 31, 2016

(Unaudited)

ASSETS

Subscription receivable $ 100

[nvestment in LP 1

Total Assets $ 101

LIABILITIES

Subscription payable $ 1
1

SHAREHOLDER'S EQUITY

Share capital 100

100

Total Liabilities & Shareholder's Equity $ 101
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