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ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF DUNDEE OIL AND GAS LIMITED

FOURTH SUPPLEMENTARY AFFIDAVIT OF JANE LOWRIE
(SWORN NOVEMBER 13, 2018)

I, Jane Lowrie, of the City of London, in the Province of Ontario, MAKE OATH AND

SAY:

Introduction

1. [ am the President and Chief Executive Officer of Lagasco Inc. (“Lagasco™), and as such,
have knowledge of the matters contained in this affidavit. Where I have relied on information

received from others, I have stated the source of that information and I believe it to be true.

2, [ swear this affidavit in support of the proposed closing of the sale of the relevant assets of
Dundee Oil and Gas Limited and Dundee Energy Limited Partnership (collectively, "Dundee” or
the "Debtor") to Lagasco in this CCAA proceeding. This affidavit is supplementary to three prior

affidavits I have sworn in this proceeding.

3. The background to this proposed transaction is set out in the Monitor's Seventh Report,

including the Court's June 11, 2018 Order which approved the sale of the relevant assets to




.

Lagasco, and the proposed assignment to the Lagasco under section 11.3 of the CCAA of certain

leases and contracts.

Further Steps since October 24, 2018

4, On October 24, 2018 the Court made an order authorizing the Monitor to consent to an
extension of the outside date under the asset purchase agreement for closing this transaction to
November 16, 2018. A Fourth Asset Purchase Amending Agreement was thereafter executed
extending the outside date to November 16, 2018 and requiring the payment by Lagasco of certain
extension and professional fees. Lagasco has paid all extension and professional service fee

amounts specified under that agreement.

3 On October 26, 2018 Lagasco entered into a binding term sheet with a new lender (the
"Lender"), to provide replacement financing. Subsequently, on November 1, 2018, Lagasco
entered into a Loan Agreement with the Lender. The new Loan Agreement does not require the
separation of on-shore and off-shore assets, and as a result Lagasco will be the sole purchaser of

the Dundee assets, and there will be no second step transaction with respect to on-shore assets.

6. Lagasco has been working closely with the Lender and its solicitors, McMillan LLP, to
complete all necessary agreements, documents and steps in respect of the primary debt financing
and are in the midst at the time of execution of this affidavit of finalizing a Loan Amending
Agreement that addresses, among other things, the final mechanics of closing the transaction to

purchase the Dundee assets.

7. In addition to the primary debt financing from the Lender, Lagasco will be financing the

purchase of the Dundee assets by way of: a shareholder loan from Clearbeach Resources Inc.




("Clearbeach") in the amount of $5.5 million, which amount is being advanced to Clearbeach by
Crich Holdings and Buildings Limited; a separate $3.9 million shareholder loan to Lagasco from
Clearbeach; and the further sum of $2.6 million from certain individual investors in the equity of
Lagasco, who will receive promissory notes with specified repayment terms. The details of the

financing of the purchase price have been shared throughout the process with the Monitor.

8. As aresult, [ anticipate all funds necessary to pay the purchase price for the transaction are

or will be in the trust account of Lagasco's solicitors, Harrison Pensa LLP, by November 14, 2018.

9 [ understand that series of Orders to complete the transaction are also being sought by
Dundee on November 14, including a Discharges Order to effect discharges of earlier instruments
from title in respect of certain real properties, a Surrendered Leases Order to further effect
discharges of earlier lease-related instruments from title in respect of certain real properties, a
Transferred Leases (Off-Shore) Order to enter Lagasco as lessee or other rights-holder in place of
Dundee, and a Transferred Leases (On-Shore) Order to effect the same steps in respect of on-shore

leases and properties.

Revised Lagasco Cash-Flow Forecast

10. Throughout the process, including since October 26, 2018, Lagasco has been in frequent
communication with the Monitor and the Ministry of Natural Resources and Forestry ("MNRF")
and their respective counsel in respect of revised cash-flow forecasts for the acquired enterprise.
As is typical in such a process, the Monitor and the MNRF have over the course of this matter
sought clarification and further information in respect of the cash-flows, and Lagasco has worked

very diligently to respond to all such inquiries on a very timely basis.




4.

I1. A copy of the current November 13, 2018 cash-flow forecast (redacted at the request of the
Monitor to remove the purchase price, or indicators of that price) is attached to this affidavit as

Exhibit "A" ("November Cash-Flows").

12. As reflected in the appended November Cash-Flows, based on the financing, structure,
Deloitte reserve reports, and anticipated revenues and liabilities, Lagasco will comfortably be able
to operate the acquired enterprise, sustain operations and acquisition debt, and meets its obligation
as they come due. Lagasco will be able to pay all liabilities, plugging, abandonment and salvage

costs associated with the leases and contracts that are being acquired as part of the Dundee assets.

13. The operations of Lagasco will be cash positive in every year of operations. Moreover,
Lagasco will be able to perform and fulfil the obligations arising under the contracts assigned
under section 11.3 of the CCAA, and will have paid Cure Costs (through deposit with the Monitor)

following closing.

14. As the Monitor has outlined, Dundee's financial difficulties did not arise due to operating
losses, and in fact cash-flow from Dundee's operation have been positive. Lagasco, as reflected in
the November Cash-Flows, anticipates a reduction of operating and general and administrative
expenses, through synergies, payroll savings and efficient use of resources, while at the same time
meeting all safety, environmental and statutory and regulatory obligations, including capping
expenses associated with wells that have reached the end of their economic life. It is my
understanding from the Monitor that Dundee was comfortably able to fund capping expenses from

operations, and that will be true of Lagasco as well.

15 In addition, Lagasco has identified surplus Dundee equipment that can be sold to generate

revenue. Lagasco also anticipates entering into supply contracts at rates above the oil and gas




pricing identified in the most recent Deloitte reserve report, generating additional revenues. This
will also lock-in some of the oil and gas production sales at pre-determined pricing, removing

some of the commodity price fluctuation risk.

16. The November Cash-Flows also reference certain on-shore and off-shore mineral lease
costs, which it was learned after the earlier June forecasts were not included in the Deloitte reserve
report. These costs are included in the November Cash-Flows at an expense of approximately
$520,000 annually. Lagasco was also advised recently that the Deloitte reserve report did not
include certain inspection costs for Dundee barges to be acquired. At the request of the Monitor,

these additional expenses are now included in the November Cash-Flows.

Ministry of Natural Resources and Forestry

17. As indicated above, Lagasco has been in frequent communication with representatives of
the MNRF or its counsel to provide cash-flow forecasts, financing information, proposed operating
information, real property details, and to respond to a series of questions posed by the MNRF about
the proposed transaction. The principals of Lagasco are well known by and I believe respected by

the Ministry.

18.  As of the time of execution of this affidavit, Lagasco is still awaiting final confirmation

from the MNREF as to its approval for the transaction.

Confidential Information

19. The Monitor in its Seventh Report outlines some of the many steps Lagasco has taken over

the past four weeks to address the confidential information disclosure issue. Lagasco has taken this




"

issue very seriously, clearly listened to His Honour's words in Court on October 26 and in His

Honour's most recent Endorsement, and has worked very diligently to respond to the issue.

20. Lagasco has made a considered and specific proposal to the Monitor to address the
confidential information disclosure issue, and is awaiting further word from the Monitor in
response. [ expect that the matter will be addressed in court, and I hope that a mutual

recommendation will be made by the Monitor and Lagasco.

Dundee Stakeholders and the Ontario Economy

21. As 1 previously stated, I believe that Lagasco is uniquely positioned to productively
continue and operate the Dundee oil and gas assets, maintain employment for as many current
employees as possible, do business with Ontario-based and other suppliers and purchasers, and
continue the Dundee oil and gas assets as a productive and tax-paying enterprise in the Ontario

economy.

Lagasco Wants to Close

22 Lagasco has devoted very considerable time, money and resources to complete the
transaction, including negotiating financing and other agreements, employee contracts, reviewing
and negotiating or transferring sales contracts and supplier contracts, planning an IT transition,
and reorganizing our systems to meet the challenge of consolidated operations. Lagasco has also
paid several extension fees and professional service fees. If for any reason the transaction could

not close, that would cause a very significant loss for Lagasco, for myself and for my family.

23. Lagasco remains committed to closing this transaction and has worked exceptionally hard

to persevere through a number of challenges to do so, many beyond its control.



SWORN before me, at the City of London,
in the Province of Ontario, this 13th day of

November, 2018.
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A Commissioner for Taking Affidavits T ﬁNE T
. Mc Cutiova




This is Exhibit ""A" to the Fourth
Supplementary Affidavit of Jane Lowrie,
Sworn before me in London, Ontario this

13" day of November 2018

S

A Commissioner for Taking Affidavits
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