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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”). FTI
Consulting Canada Inc. (“FT1”) was the proposal trustee under the NOIs (in such capacity, the

“Proposal Trustee”).

1.2 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 “SSP”) for all of the assets, undertakings
and properties of Dundee (collectively, the “Property”) under the supervision of

the Proposal Trustee;



d)

9)

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;



h)

)

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 By Order dated February 13, 2018 (the “Initial Order”), a copy of which is attached as

Appendix “B”, the Court:

a)

b)

continued the Proposal Proceedings under the Companies’ Creditors Arrangement

Act, R.S.C. 1985, c.C.-36 (as amended, “CCAA”);

ordered and declared that (i) DOGL is a company to which the CCAA applies;
and (ii) DELP shall enjoy the benefits of the protections and authorizations
provided to DOGL in the Initial Order, including, without limitation, the stay of

proceedings;



d)

9)

h)

)

ordered that DELP shall not be deemed to have made an assignment in
bankruptcy based on its failure to file a proposal by February 15, 2018 with the

Official Receiver notwithstanding s. 50.4(8) of the BIA,;

appointed FT1 as the Monitor of DOGL (in such capacity, the “Monitor”);

declared that all orders of the Court granted in the Proposal Proceedings continue
to be in full force and effect, except to the extent that such orders are inconsistent

with the terms of the Initial Order or the CCAA;

extended the Stay Period to March 13, 2018;

declared that the DIP Charge, Administration Charge and Directors’ Charge each

continue to be in full force and effect;

granted a charge (the “CCAA 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 Initial

Order, which shall rank pari passu with the DIP Charge;

granted the CCAA Administration Charge (as defined in the Initial Order) on the
Property, which shall rank pari passu with the Administration Charge in the

aggregate amount of $250,000; and

granted the CCAA Directors’ Charge (as defined in the Initial Order) on the
Property, which shall rank pari passu with the Directors’ Charge in the aggregate

amount of $50,000.



1.3 By order dated March 9, 2018, the Court extended the Stay Period to April 30, 2018.

2.0 PURPOSE OF THE SECOND REPORT

2.1  The purpose of this second report of the Monitor (the “Second Report”) is to provide the

Court with the following:

a)

b)

d)

an update on Dundee’s operations since the first report of the Monitor dated

March 5, 2018 (the “First Report”);

an update on the Monitor’s activities since the First Report;

an update on the second phase (“Phase 2”) of the SSP and the selection of the

Successful Bidder;

an update on the procedures to notify all counterparties to the Leases (as defined
below) that the Debtors will be seeking an order for the following relief: (a)
approval of the sale of substantially all of Dundee’s assets to the Successful
Bidder; (b) assignment of the Leases to the Successful Bidder upon closing of the
sale transaction pursuant to s. 11.3 of the CCAA; and (c) a distribution to the
Lender of all net sale proceeds, as first priority secured creditor (subject to any

priority lien claims) (collectively, the “Sale Approval Relief”);

an update on the Monitor’s approach regarding review of the Lender’s security

over real property interests;



9)

h)

the Monitor’s review of Dundee’s updated cash flow forecast for the period
ending July 13, 2018 (the “Cash Flow Forecast”), a copy of which is attached as

Appendix “C”;

the basis for extending the Stay Period until June 29, 2018; and

the Monitor’s conclusions and recommendations in connection with the

foregoing.

3.0 TERMS OF REFERENCE

3.1 In preparing the Second Report, the Monitor 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 Second Report:

a)

b)

The Monitor 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

The Monitor has not examined or reviewed financial forecasts and projections
referred to in the Second 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 Second
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 Monitor has assumed the integrity and truthfulness of the information and
explanations presented to it by Management. The Monitor has not independently audited,
reviewed, or otherwise attempted to verify the accuracy or completeness of such information.
Accordingly, the Monitor expresses no opinion or other form of assurance with respect to the
information contained in the Second Report. The Monitor 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 Second Report or for any use which any
person or entity makes of the Second Report, or any reliance on or a decision made based upon

the Second Report, other than for the express purposes as set out in this Second 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 SSP attached thereto) or Initial Order, as applicable.

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

http://cfcanada.fticonsulting.com/Dundee/ (the “Monitor’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 Initial Order,
the Lender is unaffected by the stay proceedings in the CCAA Proceedings except for requiring

leave to enforce its security.

4.4  Since the date of the First Report, the Monitor has continued to work closely with
Management and monitored Dundee’s business operations. The Debtors and Management have
assisted the Monitor with the 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  Management has advised the Monitor that Dundee has continued with its environmental

programs in the ordinary course since the Filing Date.

50 MONITOR’S ACTIVITIES TO DATE

51 In addition to the other activities and conduct described in the Second Report, since the

date of the Monitor’s First Report, the Monitor has:



9)

h)

)

K)

continued to maintain the Monitor’s Website;

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 Monitor on the toll-free

number or general email account established by the Monitor;

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;

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

described in more detail below;

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

provided updates to the Lender regarding the SSP;

10



)] engaged in discussions with the Ministry of Natural Resources and Forestry (the

“MNRF”) with respect to the SSP and the Successful Bidder;

m) in consultation with the Lender, selected the Successful Bidder;

n) consulted with real estate counsel in conducting a review of the Lender’s security

in respect of Dundee’s real property interests, as further described below;

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

reported to the Lender as required under the Forbearance Agreement; and

p) prepared the Second Report in consultation with the Monitor’s legal counsel.

6.0 SSP UPDATE

6.1  Since the First Report, the Monitor has continued to conduct the SSP and negotiate the
terms of the Form of Purchase Agreement with the remaining Qualified Bidders. As will be
discussed further in the Monitor’s third report to the Court, to be filed in connection with the
Approval Motion (as defined below), the Monitor, in consultation with the Lender, has selected
Lagasco Inc. (the “Buyer”) as the Successful Bidder. The Debtors and the Buyer entered into an
Asset Purchase Agreement dated April 4, 2018 (as amended, the “Purchase Agreement”)
pursuant to which the Buyer has agreed to purchase substantially all of the assets of the Debtors.
DEL issued a press release regarding the Purchase Agreement on April 20, 2018. The Purchase
Agreement is conditional upon Court approval and the approval of the MNRF, among other
items. The Buyer has provided a deposit equal to 10% of the base purchase price under the

Purchase Agreement, which is being held by the Monitor in trust in accordance with the terms of

11



the Purchase Agreement and SSP.

6.2  The Debtors’ motion for the Sale Approval Relief has been scheduled for May 23, 2018

(the “Approval Motion”).

6.3  The Monitor’s third report to the Court, to be filed in connection with the Approval
Motion, will provide the Court with a more fulsome update with respect to the SSP, selection of
the Successful Bidder, terms of the Purchase Agreement, assignment of contracts, distribution to

the Lender, and various other matters.

7.0 NOTICING PROCEDURES

7.1  As stated above, Dundee holds both on-shore and off-shore wells and other drilling assets
in connection with its business operations. In particular, Dundee holds 641 wells (the “Wells”),
of which 575 are producing. 423 of the producing Wells are located off-shore in Lake Erie,
which is real property owned by Her Majesty the Queen in Right of Ontario as represented by
the MNRF. 152 of the producing wells are located on-shore primarily throughout southern
Ontario on real property owned by various individuals. The remaining 66 non-producing and
disposal Wells are located both on-shore and off-shore. The Wells are located on leased lands
and each lease is tied to one or more Property Index Numbers. Dundee has the ability to access
and operate the Wells pursuant to various leasing agreements (ranging from exploration rights,
royalty arrangements, easements, etc.) (collectively, the “Leases”). There are in excess of 1,800
Leases in total. Dundee maintains an internal registry which monitors and records the Leases and

Wells and any amounts owing thereunder.
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7.2 All of the Wells and Leases are to be transferred to the Buyer upon Closing (as defined in
the Purchase Agreement) in accordance with the Purchase Agreement. Given the number of
Leases, and the costs involved in doing so, the Debtors do not intend to review each Lease to
determine whether consent is required to assign such Lease to the Buyer. Rather, the Debtors
intend to seek an assignment of the Leases to the Buyer pursuant to an order of the Court in
accordance with s. 11.3 of the CCAA. One of the requirements for the Court to assign an
agreement in accordance with s. 11.3 of the CCAA is that all contract counterparties receive

notice of the motion to compel the assignment.

7.3 In order to satisfy the requirements set out in s. 11.3 of the CCAA, and to provide notice
of the Approval Motion and other Sale Approval Relief, including the intended distribution of
net sale proceeds to the Lender, the Debtors delivered a notice (the “Assignment and
Distribution Notice”) on April 20, 2018 to all known counterparties to the Leases via regular
mail to the last known address provided to Dundee. A copy of the form of Assignment and

Distribution Notice is attached hereto as Appendix “C”.

7.4  The Assignment and Distribution Notice set out among other things, (i) the name of the
Buyer; (ii) the date of the Approval Motion; (iii) the Sale Approval Relief that the Debtors will
seek at the Approval Motion, including the intended distribution of net sale proceeds to the
Lender; (iv) the cure amount owing to such counterparty as at March 31, 2018 per Dundee’s
records; (V) the factors that the Court will consider in assigning an agreement under s. 11.3 of the
CCAA; (vi) the Monitor’s Website where all motion materials filed in connection with the
Approval Motion will be posted; (vii) procedures to object to both the listed cure amount and the
Sale Approval Relief; (viii) the Monitor’s contact information; and (ix) the Buyer’s contact

13



information.

7.5  Any counterparty that wishes to object to the listed cure amount must deliver a written
objection to the Monitor within thirty (30) days of the date of the Assignment and Distribution
Notice. Additionally, the Assignment and Distribution Notice provides that any objections to the
Approval Motion and Sale Approval Relief must be filed with the Court in advance of the Sale

Approval Motion.

7.6 Although Dundee has advised the Monitor that its records with respect to the Leases are
accurate, to the best of its knowledge, the Debtors will also provide notice of the Approval
Motion and the Sale Approval Relief in newspaper notices, which will be published the week of
April 23, 2018, in the Globe and Mail and Daily Oil Bulletin (the “Newspaper Notices”). These
are the same newspapers in which the Proposal Trustee published the notice in respect of the
NOIs. Therefore, in addition to parties receiving the Assignment and Distribution Notices, the
Newspaper Notices increase the likelihood that any other interested parties will receive notice of

the Approval Motion and Sale Approval Relief through the Newspaper Notices.

7.7 Similar to the Assignment and Distribution Notice, the Newspaper Notices set out (i) the
name of the Buyer; (ii) the date of the Approval Motion; (iii) the Sale Approval Relief that the
Debtors will seek at the Approval Motion; (iv) the Monitor’s Website where all motion materials
filed in connection with the Approval Motion may be found; and (v) the Monitor’s contact

information.

7.8 A copy of the form of Newspaper Notices is attached hereto as Appendix “D”.
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8.0 SECURITY REVIEW

8.1  The Court Officer has engaged Torkin Manes LLP (“Torkin Manes”) as its real estate
counsel to conduct a review of the Lender’s security interest in the real property interests held by
Dundee. Torkin Manes has conducted and completed a review of the Lender’s security interest in
the fee simple properties owned by Dundee, which will be further discussed in the Monitor’s

next report to the Court.

8.2  Torkin Manes has commenced its review of the Wells and Leases in order to determine
whether the Lender is entitled to proceeds of sale of these assets as first priority secured creditor.
Given the significant cost which would be incurred to review all of the Leases, the Monitor, in
consultation with Dundee and Torkin Manes, has determined that it is appropriate to review a

sample of the Wells and Leases.

8.3 In order to determine which Wells and Leases would be reviewed, the Monitor
considered the independent reserve estimation and economic evaluation report, effective
December 31, 2016 prepared by Deloitte LLP (the “Reserve Report”), which attributes a
specified value to each Well. The Monitor, in consultation with Dundee, determined that a
review of 40 off-shore Leases would capture 162 off-shore Wells (as some Leases are tied to
multiple Wells) and 30% of the total value of all Wells as determined under the Reserve Report.
The on-shore Wells as a whole are lower in value than the off-shore Wells as a whole and are
more costly and time consuming to review as these are typically smaller parcels of real property
owned by various individuals with significantly more documentation that is not as easily
accessible. Accordingly, Torkin Manes will review the Leases for 20 on-shore Wells, which

comprise approximately 121 Leases and 36% of the value attributed to all on-shore Wells under
15



the Reserve Report. Overall, the Monitor’s total sample of the on-shore and off-shore Leases and
Wells that will be reviewed represents 44% of the total value of all Wells as determined under

the Reserve Report.

8.4  Below is a chart which sets out the scope of security review with respect to the Wells and

Leases:

Offshore ! Onshore!

Number of Wells included in the sample size 162 20 182
Total producing Wells 423 152/ 575
Total Wells 466 175, 641
Sample size coverage of total value of Wells 49% 36% 44%
Number of leases included in the sample size 40 121 161

9.0 CASHFLOW RESULTS RELATIVE TO FORECAST

Cash Flow Results and Variances

9.1  Cash receipts and disbursements, since the First Report, for the seven-week period ended
April 13, 2018 (the “Reporting Period”) as compared to the cash flow forecast filed in the First

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

16



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

For the Seven-Week Period Ended April 13,2018

($000's CAD)
Actual Forecast Variance
oil 1,075 976 99
Gas 2,843 2,213 630
Other - 3 )
Total Collections 3,918 3,192 726
Operating Expenses
Production Expenditures (1,197) (981) (216)
Landowner Disbursements (672) (834) 162
Abandonment Costs (233) (372) 139
Total Operating Expenses Disbursements (2,102) (2,187) 85
Payroll/Other Expenses
Payroll (500) (525) 25
G&A (156) (163) 7
Interest & Financing Fees (645) (700) 55
Realized Risk Mgmt. Gain/ (Loss) - - -
Restructuring Expenses (47) (590) 543
Total Payroll/Other Expenses Disbursements (1,348) (1,978) 630
Net Cash Flow 468 (973) 1,441
Opening Credit Facility Balance® (54,737) (54,444)
Bridge® 844
Change in Credit Facility Balance 468 (973)
Closing Credit Facility Balance (54,269) (54,573)
Bank Line Limit (58,000) (58,000)
Bank Line Availability 3,731 3,427 304
Note 1
Readers are cautioned to read the Terms of Reference as set out in paragragh 3 in the Second Report.
Note 2
Opening Credit Facility Balance includes $57.4M credit facility balance net of cash on deposit of $3.1M and outstanding
cheques in the amount of $0.4M.
Note 3
Adjustment for timing differences for forecast results between the intervening period of the February and March Cash Flow
Forecasts.

9.2  During the Reporting Period, Dundee’s total cash receipts in the amount of $3.9M were
approximately $0.7M higher than forecast due to improved commodity pricing relative to the

March Cash Flow Forecast.

9.3  Dundee’s total disbursements in the amount of $3.5M during the Reporting Period were

approximately $0.7M lower than projected in the March Cash Flow Forecast. Management
17



attributes the variance primarily to timing differences of (i) production expenditures; (ii)

landowner disbursements; (iii) abandonment costs; and (iv) restructuring expenses.

Credit Facility

9.4  As at April 13, 2018 the amount outstanding under the Credit Facility net of cash on
deposit (the “Credit Facility Balance”) was $54.3M, which is approximately $0.3M lower than
forecast due to the variances noted above and timing differences with respect to the intervening
period of the February and March Cash Flow Forecasts. Since the date of the Sale Process Order,
the Lender has advanced approximately $1.4M to DELP, which such amounts are secured by the
DIP Charge and/or CCAA DIP Charge, as applicable. Further, since the date of the Sale Process

Order, DELP has repaid $1.4M owing under the Credit Facility from post-filing receipts.

10.0 CASH FLOW FORECAST UPDATE

10.1 As noted above, the Debtors have prepared the Cash Flow Forecast for the period ending

July 13, 2018 (the “Cash Flow Period”). The Cash Flow Forecast is attached as Appendix “C”.

10.2 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”).

10.3 The Monitor has reviewed the Cash Flow Forecast to the standard required of a Court-
appointed Monitor by s. 23(1)(b) of the CCAA, which requires the Monitor to review the

debtor’s cash flow statement as to its reasonableness and report on the reasonableness of the cash

18



flow statement to the Court. Pursuant to this standard, the Monitor’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 Monitor

reviewed information provided by Management for the Cash Flow Assumptions.

10.4 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.

10.5 The Cash Flow Forecast projects that the Credit Facility Balance as at July 13, 2018 will
be $57.4M, which is an increase of $3.1M from the opening Credit Facility Balance as at April
20, 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 well maintenance and abandonment activities on
Lake Erie. The Cash Flow Forecast projects collections during the Cash Flow Period of $6.3M
primarily related to oil and natural gas sales with the largest disbursements during the Cash Flow

Period related to abandonment disbursements of $2.1M and operating expenses of $1.9M.

10.6 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.

11.0 EXTENSION OF THE STAY PERIOD

11.1  Pursuant to the Initial Order, the Stay Period will expire on April 30, 2018. The Debtors

are seeking an extension of the Stay Period to June 29, 2018.

11.2 The Monitor supports extending the Stay Period to June 29, 2018 for the following

19



reasons:

12.0

121

a) extending the Stay Period is required to enable Dundee to continue to operate in
the ordinary course pending return of the Approval Motion and closing of the transaction

under the APA;

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

ordinary course of business during the requested Stay Period;

C) no creditor would be materially prejudiced by the extension of the Stay Period,;

and

d) the Debtors have acted in good faith and with due diligence in these CCAA

Proceedings since the Initial Order.

MONITOR’S CONCLUSIONS AND RECOMMENDATIONS

For the reasons set out in the Second Report, the Monitor is of the view that extension of

the Stay Period to June 29, 2018 is reasonable and respectfully recommends that the Court grant

the relief sought by Dundee.
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All of which is respectfully submitted this 23™ day of April, 2018.

FTI1 Consulting Canada Inc., solely in its capacity as
Monitor of Dundee Oil and Gas Limited and not in its personal
or corporate capacity

Per:  Jeffrey Rosenberg
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;
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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 fo