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INTRODUCTION

1. On September 1, 2016 (th®4te of Appointment’), FTI Consulting Canada
Inc. was appointed as receiver and manager @se¢diver) of all of the assets,
undertakings and properties (tHertperty”) of Twin Butte Energy Ltd. (Twin
Butte” or the “Company’) pursuant to an Order of the Honourable Madam

Justice Romaine (thékeceivership Order’).

2. The Receivership Order authorized the Receiver ngnather things, to manage,
operate and carry on the business of the Companyarket any or all the
Property including advertising and soliciting aff¢o purchase the Property, and

to make such arrangements or agreements as deeceskary by the Receiver.

3. The Receiver’s reports and other publically avddabformation in respect of
these proceedings (theRéceivership Proceedind$ are posted on the
Receiver's website at http://cfcanada.fticonsulwogn/twinbutte  (the

“Receiver’'s Websité).

4. The purpose of this report §econd Report) is to inform the Court of the

following:

(@ the Receiver's comments and recommendations oprtdwess to engage a
financial advisor to market and solicit restruatgriproposals or offers to

purchase the Company’s operations or its asseds; an

(b) the Receiver's comments and recommendations wsibert to a proposed
sales and investor solicitation process (tl8&#SP’), including updated
procedures for the SISP outlining timelines andrtigpation
requirements for interested parties, which termgehlbeen updated to
reflect the delays in launching the SISBISP Procedures attached as
Appendix A).
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5. The Receiver has provided the following informatiorthis Honourable Court:

(@ a detailed summary of the process undertaken byR#heeiver in the

process to select a financial advisor to implentieatSISP;

(b) details of the correspondence between Bennett ddidesas counsel for
certain holders of unsecured debentures (thd Hoc Group”) and
Norton Rose Fulbright Canada LLP as counsel to Reeeiver (the

“Receiver’s Counsél); and

(© the considerations and results of the Receivergaeded search for

potential financial advisors that occurred this kvee
6. Accordingly, the Receiver is now seeking the foliogvrelief:

(@) approval of the engagement of CIBC Capital Mark@@SIBC”) and
Peters and Co. Limited FPeters) to act as co-financial advisors

(collectively, the Financial Advisors”); and

(b)  approval of the proposed SISP and SISP Procedures.

TERMS OF REFERENCE

7. In preparing this Second Report, the Receiver élgesdrupon unaudited financial
information, other information available to the BReer and, where appropriate,
the Company's books and records and discussions warious parties
(collectively, the Information ).

8. Except as described in this Second Report:
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10.

11.

12.

(@) the Receiver has not audited, reviewed or otheraisampted to verify
the accuracy or completeness of the Informatioa manner that would
comply with Generally Accepted Assurance Standgrdssuant to the
Canadian Institute of Chartered Accountants Hankipaiod

(b)  the Receiver has not examined or reviewed finantoaécasts and
projections referred to in this First Report in ammer that would comply
with the procedures described in the Canadian titstiof Chartered
Accountants Handbook.

Future-oriented financial information reported elied on in preparing this First
Report is based on assumptions regarding futuretgvActual results may vary

from forecasts and such variations may be material.

The Receiver has prepared this Second Report inecbion with the Receiver’'s
Application dated September 14, 2016. This SecoggbR should not be relied
on for other purposes.

Information and advice described in this Seconddrepat has been provided to
the Receiver by the Receiver’s Counsel, was pravideassist the Receiver in
considering its course of action, is not intendedegal or other advice to, and

may not be relied upon by, any other person.

Unless otherwise stated, all monetary amounts cwedéeherein are expressed in
Canadian Dollars.



BACKGROUND OF THE RECEIVERSHIP PROCEEDINGS

13.  Twin Butte is a public corporation incorporated anthe laws of the Province of
Alberta with its registered office in Calgary, Ahe

14. Twin Butte’s principal line of business is the aigifion, exploration,
development and production of high working interestroleum and natural gas

reserves in the Western Canadian Sedimentary Basin.
15.  Twin Butte’s production is derived from the follavg regions:
(@) the Provost medium grade oil region (tlrdvost Regior);
(b)  the Lloydminster heavy oil region (thelbydminster Region”); and

(c) non-core properties in the Plains region, West @értiberta region and
Pincher Creek region, (thé\bn-core Regions and collectively with the
Provost Region and Lloydminster Region, thasets).

16. Twin Butte’s production is substantially oil weighit (approximately 90% of
current production) and geographically concentrateith 90% of current
production of approximately 11,500 boe/day deriyemn the Provost Region
and the Lloydminster Region.

17. Before the Date of Appointment, the Company exmpeee various financial
challenges due to the extended depressed comnprdigyenvironment and was
unsuccessful in completing a transaction intendedsatisfy its financial
obligations, These circumstances resulted in cegaents of default under the
Company’s credit facility provided by a syndicatiefinancial institutions (the
“Lenders’), with the National Bank of Canada acting as austrative agent
(the “Agent”) for the Lenders.
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RETAINING A FINANCIAL ADVISOR

Background

18.  As more fully set out in the Receiver’s First Reptre Receiver determined that
a selling agent should be retained to market tlegatipns or Assets to maximize

the return for all stakeholders.

19. The Receiver’'s Application seeking approval of 818P, SISP Procedure and the
engagement of the Financial Advisors dated Septeri¥be2016, was heard by
the Honourable Mr. Justice K. Yamauchi of the AtegCourt of Queen’s Bench
(the “Court”) on October 3, 2016 (theFirst Hearing”). At the First Hearing, the

Court:
(@) adjourned the Receiver’s Application to TuesdayoDet 11, 2016;

(b) requested further information regarding the Rea&verocess to retain a

financial advisor;
(c) directed the Receiver to prepare a further Recsiveport; and

(d)  directed the Receiver to solicit additional propsdar potential financial

advisors.

20.  Furthermore, at the First Hearing, counsel to tlleHoc Group raised various
concerns regarding the Receiver's recommendatisrseout in its First Report,

and as discussed in further detail below.
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21.

Following the Court’s directions and since the Hitearing, the Receiver :

(@) contacted an additional three (3) potential Finaingidvisors to submit
proposals to market Twin Butte’s assets and/or aimers, bringing the
total amount of proposals requested to seven (7);

(b) identified recent examples of insolvency proceeslimgvolving energy
companies wherein a sale process has been launochgéidstrate and
compare historical precedents with the processntaicen by the Receiver
in this proceeding;

(c) prepared a timeline of events that have occurmecesihe commencement
of these proceedings including a background ofudisions between the

Receiver, Receiver's Counsel, and the Ad Hoc Group;

(d) addressed the areas of specific concern raisedebpd Hoc Group in its
letter dated September 8, 2016 and those concaisedrby counsel to the
Ad Hoc Group at the First Hearing’; and

(e) considered and developed recommendations for teatien of a financial

advisor.

! Including the financial advisors suggested byAbeHoc Group.
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Timeline

22.

23.

24,

Given the various events and discussions that bhawerred over the last several
weeks, the following timeline of events since thranging of the Receivership
Order is provided:

Timeline Items

1-Sep-16 - Receivership Order granted
- Request for financial proposals from 4 parties

6-Sep-16 - 4 Financial Advisor Proposals ("FA") received

Sep 6-8/16 - review of FA Proposals, negotiation of terms of winning proposals
- preparation of SISP timeline and structure

8-Sep-16 - receipt of the letter from Ad Hoc Group

13-Sep-16 - consideration of issues raised by the Ad Hoc Group
- Receiver's response to the letter from the Ad Hoc Group

21-Sep-16 - Court application adjourned to address certain
guestions from potential bidders regarding SISP and FA Proposals

26-Sep-16 - advised service list that concerns had been address and that
Court was now scheduled for October 3

3-Oct-16 - contacted by Ad Hoc Committee that they still had concerns over
proposed Financial Advisor(s) and related fee structure

3-Oct-16 - Court requested additional FA Proposals to be received
3-Oct-16 - Receiver requested additional proposals from 3 qualified parties
5-Oct-16 - One additional proposal received

On or around September 1, 2016, the Receiver regpiggoposals from four
selling agents (theFA Proposals). The Receiver identified the four parties from
whom proposals were requested based on their gpegfertise, experience, and
resources required to sell the Assets and maxithezeeturn for all stakeholders.

The Receiver requested these parties to submibpadp by Tuesday, September
6, 2016.



25.  On September 6, 2016, the Receiver received fouPF#osals as discussed in

the Receiver’s First Report.

26. The Receiver continued discussions with certaintled proposed financial
advisors on Septembef and &' to confirm fees and timelines.

27. On Thursday, September 8, 2016, the Receiver red¢eavietter from counsel to
the Ad Hoc Group that outlined certain concerng (Beptember § Ad Hoc
Group Letter”). As more fully set out below, the Receiver atpged to address
the Ad Hoc Group’s concerns in the letter from feceiver's Counsel dated
Tuesday, September 13, 2016 (tt8eptember 18 Norton Rose Letter) The
September 8 Ad Hoc Group Letter and the Septembel’ Norton Rose Letter
are attached at Appendix B.

28. The Receiver initially determined that Peters wastbpositioned to be the
financial advisor but reassessed this determindtidight of the September™8
Ad Hoc Group Letter. As detailed below, in respotsehe Ad Hoc Group’s
concerns, the Receiver opted for a co-lead arraagenfrrom September 8 to
September 13, 2016 the Receiver negotiated a palteotlead arrangement and
ultimately decided upon the retention of Peters @HeIC as financial advisors.
The Receiver negotiated acceptable terms of thegarmgent with CIBC and

Peters over this period, subject to approval af Honourable Court.

29. A Court application was originally scheduled on teegber 21, 2016 to approve
the retention of Peters and CIBC as co-lead firdneidvisors. However,
immediately before the application was scheduledbéoheard, the Receiver
adjourned to address certain concerns raised bytemfmal bidder regarding the
SISP process.

30. On September 26, 2016, Receiver's Counsel advisedsérvice list that the
concerns by the potential bidder had been addressetithat an application to
approve the SISP was scheduled for October 3, 2016.

ﬁ F T I 9
CONSULTING



31. On October 3, 2016, counsel to the Ad Hoc Groupsadvthe Receiver that its
client still had concerns over the retention ofePetand CIBC as financial
advisors and also recommended an alternative feetste should Peters and
CIBC be approved as financial advisors.

32. On October 3, 2016, the Court directed the Receigeobtain additional FA
Proposals and report back to the Court on OctobeP016.

33.  On October 3, 2016 the Receiver requested an additthree (3) proposals from
selling agents and requested that their proposaledeived by the end of day on
October 5, 2016. The Receiver received one additidhA Proposal. The
remaining two parties declined to submit proposaige party advising this was

due to their work-load while the other party dat provide details.

AD HOC GROUP'S CONCERNS OVER THE SISP AND SELECTION OF
FINANCIAL ADVISORS

34. The Ad Hoc Group expressed certain concerns amasviegarding the selection
of a financial advisor to assist the Receiver implementing the SISP. The
Receiver was further contacted by Bennett Jones dhPSeptember 9, 2016
requesting the Receiver to include one furtherrfana advisor in addition to the

four parties first approached to submit proposals.

35. The Ad Hoc Group also provided the Receiver thet&eper 8 Ad Hoc Group

Letter summarizing its various concerns.

36. Lastly, at the Court application on October 3, 204bere the Receiver sought the
approval of Peters and CIBC as its financial adgisaghe Ad Hoc Group

expressed continued concerns over:

(@) the retention of Peters as a selling agent or Gizwadvisor;
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(b)

(€)

(d)

that additional potential financial advisors shohlive been contacted by

the Receiver;

the retention of CIBC as it was a member of thedegs’ syndicate; and

the overall commission structure.

SUMMARY OF AD HOC GROUP’S CONCERNS AND RECEIVER'’S
RESPONSE

37.

The following summarizes the Ad Hoc Group’s coneeas set out in the

September 8 Ad Hoc Group Letter and the Receiver's responsethise
guestions and concerns:

Item

Ad Hoc Committee
September 8th Ad Hoc Committee Letter

Receiver's Response
September 13th Norton Rose Letter

Scope of SISP

SISP to be broad, not only asset or liquidation bids,
but to include restructuring type proposals

Agreed, SISP includes the solicitation of both assets
purchases and restructuring proposals

Court approval of SISP

SISP to be approved by Court

Receiver agreed and is seeking Court approval

11

Choice of FA Peters is not an appropriate choice:
Receiver introduced a co-lead arrangement with
. . L Peters / CIBC to retain Peter's background and local
(i) Petersisnotglobal insize or scope . . . . .
expertise combined with the international aspect of
CIBC's network
Significant market data supports the retention of
(ii) Peters was previously engaged and highest bid the incumbant financial advisor. Significant
unable to be completed additional time and cost will be incurred if Peters
background is not retained.
Receiver has found no evidence to support this
(iii) Appearance of bias concern by the Ad Hoc Group and the Ad Hoc Group
has not advanced any such evidence
) . . . Receiver advised given the imminent launch of the
Proposal Bid Interested in a pre-emptive bid . . .
SISP, pre-emptive bid not feasible




38. In addition to the Septembef"8Ad Hoc Group Letter, Bennett Jones LLP
contacted the Receiver to request that an additfeihd@roposal be received. The
Receiver responded to Bennett Jones LLP on Septeh2b@016 advising that it
was not prepared to contact the additional partait time given that proposals
had already been requested, received and revietsed fbur qualified advisors
and at the time of the request on or about Septe@®b2016, the Receiver was
already in discussions regarding fee structuregpaoplosed timelines. Notably, in
the context of the expanded request for proposata financial advisors, one of
the financial advisor proposed by Bennett Jones BbHE the Ad Hoc Group

declined to submit any proposal.

39. As set out above, the Receiver understands thatAthéloc Group’s primary
concern is the selection of the financial advisad particularly the selection of

Peters.

40. Regarding the Ad Hoc Group’s position on the séecdf a financial advisor, the

Receiver notes the following:

(@) a detailed process has been completed by the Recasvset out below
with respect to the initial selection of CIBC andt&s, and this process
has been updated and expanded following the Coretisest that the

Receiver solicit additional FA Proposals duringtiveek;

(b) the Ad Hoc Group expressed no concerns over th® $®cedures or

timeline, but only over the selection of financalvisors;
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(c) in this regard, the Receiver notes that: i) while Ad Hoc Group is an
important stakeholder in these proceedings, andRieeiver intends to
and has worked with the Ad Hoc Group to addressatgerns, it remains
an unsecured creditor; ii) the Ad Hoc Group hassatdl the Receiver that
it may submit a bid in the SISP and, indeed, soughsubmit a pre-
emptive bid; and iii) in these circumstances, itumisual for the Ad Hoc
Group as a potential bidder to assert such vieves twe selection of a

financial advisor; and

(d)  the Receiver, as summarized above, has activelygeagwith the Ad Hoc

Group to address many of its concerns.

REQUEST FOR ADDITIONAL FA PROPOSALS

41. At the First Hearing, there was certain discusgiegarding the adequacy of
receiving only four proposals and that the reconuthaéon from the Ad Hoc

Group was not acted upon.

42.  As discussed above, the Receiver reconfirms tleabtiginal four parties selected
were specifically identified based on their exma&tiand experience. The
recommendation by the Ad Hoc Group was made dfeptocess for searching
for a financial advisor was substantially compled@d when the recommendation
was made, the Receiver was already in advanceiatgos on fees and structure
with the winning proposers.

43.  Furthermore, to provide additional background ts tHonourable Court of the
overall process, the Receiver reviewed 28 recemrggn sector insolvency
proceedings wherein a formal sale process was leahcThe Receiver obtained
this information from publicly available receiveighproceedings, CCAA

proceedings and other bankruptcy proceedings.
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44,

45,

46.

A summary of the 28 proceedings reviewed by theeRec all concerning the

energy sector in Western Canada is provided inabie below:

Summary of Cases Reviewed No.
Receiver ran process (no external financial advisor selected) 9
Incumbent FA retained by Company/receiver 11
New Financial Advisor selected (see (a) below) 8
28
(a) Breakdown of selected Financial Advisors
No process/sole FA selected/no information available on process 5
FA process completed 3
8

As the table illustrates above, in the majoritytted insolvency proceedings either
the Receiver has acted as selling agent or themhbent financial advisor
continued the sales process following the formabivency. Accordingly, this
illustrates that it is typical for the incumbenhdincial advisor to continue as
financial advisor following the commencement of theolvency proceeding. The
Receiver believes that the incumbent is typicadliested because the incumbent
has a deep knowledge of the debtor's company asetsaand will likely have
already established a data room, both of whichufeatresult in cost, time, and
efficiency gains to the benefit of all stakeholders

Of the eight cases identified where a new or regtant financial advisor was

completed, five cases did not refer to any formappsal process but simply

advised that a financial advisor was being retair@dthe three cases where a
formal process was run and disclosed includingrie&ant proceedings: one case
involved five proposals; one case disclosed thatrsé proposals were sought (it
appears that three proposals were requested);natite iTwin Butte process the

Receiver initially solicited four proposals and hasv solicited a total of seven

proposals, in line with or in excess of precedents.
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47.

48.

In response to the Court’s direction, on Octobe?®.,6, the Receiver contacted
an additional three selling agents to request walsoto be financial advisors in

the SISP. The Receiver has now received a total@FA Proposals.

A copy of the summary of the FA Proposals receirgedttached at Confidential

Appendix C to this report.

PROPOSED SALES AND INVESTOR SOLICITATION PROCESS

49.

50.

51.

As set out in the First Report, the Receiver recemshed that CIBC and Peters be
engaged as the co-advisors (ti@n*Advisors’) to lead the SISP on behalf of the
Receiver. The Receiver’'s recommendation was basedreview and comparison
of the various proposals submitted by the selliggnds, guidance from relevant
stakeholders including Management, combined wi¢hRleceiver's knowledge of

the selling agents based on previous engagements.

The Receiver has now completed a ‘refreshed’ psottest sought additional FA
Proposals. Based on this review, the Receiver raefudly analyzed the
additional proposals received along with the oagproposals.

The Receiver maintains its recommendation that Ci#3@8 Peters be retained as
Co-Advisors to implement the SISP. The Receivestmmendation is based on

the following considerations:

(@ while Peters was involved in the pre-receivershgpes process, the
Receiver believes the retention of Peters is atil@asgiven its expertise
and understanding of the Assets, and accords hatlptactice of retaining

an incumbent financial advisor as detailed abowkgaven precedent;

(b) the Receiver’s analysis of the FA Proposals disddbkat delays of at least
three (3) weeks could result if a new financialiadwis retained without

the concurrent retention of Peters in a co-leaang@ment;

15



(c) the Co-Advisor arrangement negotiated by the Receig an equal

partnership between CIBC and Peters, in that:

I their financial incentives are aligned with eachest and with
maximizing recovery for all stakeholders througé 8I1SP;

ii. their commission and fees will be split equallywietn them;and

iii. while Peters would launch the SISP as it has th&-ibeom
updated, CIBC and Peters would evenly divide theaiaing
undertakings required of the SISP;

(d) retaining the Co-Advisors leverages Peters’ preivership work
including its relationship with Management, undansting of the Assets,
expertise in the Alberta energy market, correspnoeewith interested
parties, and its existing and updated data roomnaarketing materials,
combined with CIBC’s noted expertise regardingisglinandates of this

nature and its global network of potential investand purchasers;

(e) despite having two advisors the fee structure fairtengagement is
comparable with the market and other fee propossived, including

the information received in the ‘refreshed’ FA Roeal process;

() the Receiver has not seen or been advised of ddgree supporting the

Ad Hoc Group’s concerns regarding Peters’ poteibigd; and

(9) insofar as the Ad Hoc Group has any concern abdmitselling agent’s
‘international reach’, the Receiver has retaine®Clto address same
while noting that Peters’ reach is also internaloand that the advisor

proposed by the Ad Hoc Group did not submit a psapo
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52.

53.

54.

The Ad Hoc Group has not provided any substantimments or concerns
regarding the SISP Procedures (attached at AppeX)dibespite being provided a
draft copy of same. No concerns have been raisedtdbe process or timelines.
The Ad Hoc Group’s only concern is with the selectof the financial advisor,
and this is a concern the Receiver has addresbedR&ceiver can confirm to this
Court that all the parties contacted in both thegioal and updated proposal
process were well-qualified professionals with valg experience.

The Ad Hoc Group’s oral submissions to this HonbleaCourt at the First
Hearing included that a commission structure bel ukat their counsel advised
would incentivize the financial advisors to maximiecovery. The Receiver has
considered this request and believes that the cesiom structure recommended
by the Receiver aligns with the aim of maximum ey because the
commission is based on a straight percentage adliiag price. The higher the
selling price, the higher the success fee, andhigber the selling price, the
higher the potential maximum recovery for all stakéers including the
unsecured Ad Hoc Group.

Appendix A contains the detailed SISP Proceduras gkt out the timelines and
parameters pursuant to which the co-advisors, dralbef, and in consultation

with the Receiver, will market and solicit restughg proposals and offers to
purchase the Company, its operations, or its As3éts SISP was developed in
consultation with the Receiver, its proposed Co-8drs, the Receiver’'s Counsel
and the Lenders and sets broad parameters allontegsted parties to advance
any sort of restructuring or purchase proposalctmrsideration by the Receiver
with the goal of maximizing value to the Compangtskeholders. The dates
under the SISP Procedures have been updateddotrigfé delays in the launch of

the sale process.
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55.  Generally, the SISP contemplates 5.5 weeks fromdbtaunch to non-binding
bids and an additional 4 weeks to obtain bindingirueturing agreements or
offers to purchase, for an overall 9.5 week proc€hs following summarizes the
proposed timeline for the major steps contemplate¢de SISP:

(@  October 11, 2016 — Formally launch sales procesgeted phone calls, e-

mail blast, post teaser, open virtual data room;

(b) November 17, 2016 — Phase | bid deadline for nonibg letters of

intent;

(c) November 17 to December 14, 2016 — negotiate fobimaling purchase
and sale agreement or restructuring proposal wigrested parties, assist

with final due diligence;

(d) December 15, 2016 — Phase |l bid deadline to submding offers or

restructuring proposals with deposit; and

(e) December 2016 — seek Court approval and closedttios or sanction

the restructuring proposal.
Marketing and Advertising

56. The SISP contemplates that as soon as reasonaddyicable after obtaining
Court approval the Co-Advisors shall formally labribe SISP by:

@) posting marketing materials on the Receiver’'s andA@visors’ websites;

(b) distributing a teaser by way of e-mail blast to @& Advisors’ data base

of potential interested parties;

(c) posting advertisements in the Daily Oil Bulletin;
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(d) initiating targeted phone calls;
(e) issuing a Twin Butte press release; and

® establishing a confidential virtual data roonVIPR”) describing the
opportunity that will be made available by the Cdvisors to prospective
purchasers that have executed a non-disclosurecragré with the

Receiver. The VDR will be available immediately ng@ourt Approval.

RECOMMENDATIONS

57. The Receiver respectfully requests that this Hoaloler Court grant the following

relief:

(@) approval of the Receiver’s actions, conduct anividies since the Date of

Appointment;

(b) approval of the engagement of CIBC and Petersttasathe Co-Advisors

in respect of the SISP; and

(c) approval of the proposed SISP and SISP Procedures.
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All of which is respectfully submitted thid"®ay of October, 2016.

FTI Consulting Canada Inc.,

in its capacity as receiver and manager

of the assets, undertakings and properties of
Twin Butte Energy Ltd.

AV

eryck Helkaa
enior Managing Director, CA, CPA, CIRP

-l S

Dustin Olver )
Managing Director, CA, CPA
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Appendix A

SI SP Procedur es
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Proceduresfor the Sale and | nvestment Solicitation Process

1. On September 1, 2016, the Court of Queen's Benéibairta (the Court"”) made an order (the
"Receivership Order™) appointing FTI Consulting Canada IncF{'l") as Receiver and Manager (the
"Receiver") of Twin Butte Energy Ltd. (Twin Butte"), under Section 243(1) of thBankruptcy and
Insolvency Act. The Receiver is requesting Court approval ofsdéle and investment solicitation process
(the "SI SP") set forth herein at a Court application schedue September 21, 2016.

2. Pursuant to Section 3 (d) of the Receivership Orither Receiver engaged Peters & Co. Limited
and CIBC World Markets Incto work collaboratively as selling agenfsollectively the Selling
Agent"), pursuant to an engagement letter dated Septefrithe2016 to act as the exclusive marketing
agents in the SISP.

3. Set forth below are the procedures (tl8SP Procedures’) to be followed with respect to the
SISP to be undertaken to seek a successful biestucturing proposal, and if there is a successtlbr
restructuring proposal, to complete the transasticontemplated by the successful bid or restrugjuri
proposal.

Defined Terms

4. Capitalized terms shall have the meanings givethém below. Any capitalized terms used but
not otherwise defined herein shall have the meangigen to them in the Receivership Order.

"Business Day" means a day, other than a Saturday or Sundayharh banks are open for
business in the City of Calgary;

"Credit Agreement” means that amended and restated credit agreetaea as of January 15,
2016, as amended from time to time, among TwineéBats borrower, certain financial
institutions, as lenders, and National Bank of Canas administrative agent;

"Credit Bid" means a bid on behalf of a creditor of Twin Butteler which all or a portion of
the consideration being offered under the bid idetuithe compromise of all or a portion of
indebtedness owing from Twin Butte to the credimafuding, without limitation, any claim
arising as the result of the disclaimer or resdmaiof any contract, where such disclaimer is
contemplated by a Phase | or Phase Il Bid or Retstring Proposal. Any Credit Bid must
provide for cash payment of all obligations in pitypto the indebtedness to the Credit Bid Party;
"Credit Bid Party" means a person submitting a Credit Bid. For frttiarity, a Credit Bid
Party is still required to execute a confidentigligreement to qualify as a Qualified Phase |
Bidder and meet the requirements of Paragraph gdabfy as a Qualified Phase Il Bidder.
Furthermore, a Credit Bid Party is required to ipgrate in Phase | of the SISP in order to
potentially qualify as a Qualified Phase Il Bidder;

"Lenders' means the syndicate of secured lenders who aeel approximately $205,375,284
plus accruing interest and costs in accordancetiélCredit Agreement by Twin Bultte;
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"Property" means the undertakings, property and assets of Butte or any portion thereof;
"Secured Lender Debt" means the debt owed by Twin Butte to the secayadicate of
Lenders, including all principal, interest and spsill in accordance with the Credit Agreement.

Solicitation Process and Timeline

5. The SISP Procedures set forth herein describe #mnen in which prospective bidders may gain
access to or continue to have access to due dikgeraterials concerning Twin Butte, its business an
operations (theBusiness') and its assets, undertakings and propertiese@olely, the Property"), the
manner in which a bid becomes a Qualified Phase bBRestructuring Proposal or a Qualified Phase |
Bid or Restructuring Proposal (each as definedihgrthe receipt and negotiation of bids receivibe,
ultimate selection of a Successful Bid or Restniistu Proposal (as defined herein), if any, and the
approval thereof by the Court.

6. The Selling Agent shall implement these SISP Proesdwith the assistance and supervision of
the Receiver. Twin Butte is required to assist aogport the efforts of the Selling Agent and the
Receiver, as provided herein. In the event thaketiedisagreement as to the interpretation oricgpbn

of these SISP Procedures, the Court will havedigi®n to hear and resolve any such dispute.

7. The following table sets out the key milestonesaunithis SISP, subject to extension by the
Receiver pursuant to and in accordance with th&SB Brocedures:

Milestone Deadline
Phase | Bid or Restructuring Proposal November 17, 2016
Deadline
Phase Il Bid or Restructuring Proposal December 15, 2016
Deadline
Salicitation of Interest
8. As soon as practicable following the issuance ef@ourt approval of the SISP, the Receiver, in

consultation with the Selling Agent, shall causaacdice of the SISP to be published in aily Oil
Bulletin and issue a press release setting out relevaotmation from such notice with Canada
Newswire designating dissemination in Canada arjdmfiaancial centres in the United States.

9. A non-confidential teaser letter prepared by thdirfe Agent (the Teaser") describing the
opportunity to acquire some, all or substantiallyofthe Business or Property will be made avdéaty
the Selling Agent to prospective purchasers or g@okve strategic or financial investors and wid b
posted on the Receiver's website and Selling Ag@rgbsite as soon as practicable following theaisse
of the Court approval of the SISP.

10. In order to participate in the SISP, each persdiPédential Bidder") must deliver to the Selling
Agent and the Receiver at the addresses speaifiedhibit "A" hereto and prior to granting of acsde

the electronic data room containing confidentidbimation concerning the Business and Property (the
"Data Room") and the distribution of any such confidentiafoimation by the Selling Agent or the
Receiver to a Potential Bidder, an executed confidity agreement, in form and substance satiefgict

to the Receiver.
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Phase |

11. All Potential Bidders that are parties to a confididity agreement with the Receiver in
accordance with these SISP Procedures shall beedetorbe a qualified Phase | bidder Qualified
Phase | Bidder") and, upon notification from the Receiver to 8&ling Agent, will be promptly notified
of such classification by the Selling Agent.

12. Qualified Phase | Bidders shall be provided witbess to the Data Room and, if requested by the
Qualified Phase | Bidder and deemed appropriatthbyReceiver, a management presentation, together
with such further information as the Selling Agamd the Receiver may deem appropriate. The Selling
Agent and the Receiver make no representation oramy as to the accuracy or completeness of the
information contained in the Teaser or in the DRd@m.

13. A Qualified Phase | Bidder, if it wishes to subribid or restructuring proposal, must deliver
written copies of a non-binding letter of intent "@hase | Bid or Restructuring Proposal") to the
Selling Agent and the Receiver at the addressesfigoein Exhibit "A" hereto (including by email dax
transmission) so as to be received by each of tieetater than 5:00 p.m. (Mountain Time) on November
17, 2016, or such other date or time as may beedgl®yy the Receiver (thePhase | Bid or
Restructuring Proposal Deadling").

14, A Phase | Bid or Restructuring Proposal will be ded to bea "Qualified Phase | Bid or
Restructuring Proposal" only if the Phase | Bid or Restructuring Proposamplies with all of the
following:

(@) it includes a term sheet describing the terms amditions of the proposed transaction or
restructuring, including identification of the Boess or Property (including any
liabilities to be assumed) proposed to be acquireckstructured, the purchase price for
the Business or Property proposed to be acquirecpplicable and expressed in
Canadian dollars (thePurchase Price"), the effective date or timeline of the proposed
transaction or restructuring and the structurefarahcing of the proposed transaction or
restructuring;

(b) it is not subject to a financing condition andnitludes written evidence of the financial
ability to consummate the proposed transaction estructuring that will allow the
Receiver to makea reasonable determination as to the Qualified PHaBédder's
financial and other capabilities to consummatetthiesaction contemplated by its Phase |
Bid or Restructuring Proposal;

© it contains a description of the conditions andrapals required for a final and binding
offer, including any anticipated corporate, seguritolder, internal or regulatory
approvals required to close the transaction, amata of the anticipated time frame and
any anticipated impediments for obtaining such aygls;

(d) it contains an outline of any additional due difige required to be conducted by the
Qualified Phase | Bidder in order to submit a fieald binding offer or restructuring
proposal;

(e) it fully discloses the identity of each person [imting any person that controls such

person) that will be directly or indirectly sponisgy or participating in the bid or
restructuring proposal and the complete terms pfsaich participation;
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() it does not include any request for or entitlemerdany break or termination fee, expense
reimbursement or similar type of payment;

(9) it contains such other information as may reasgnlablrequested by the Selling Agent or
the Receiver; and

(h) it is received by the Phase | Bid or Restructufngposal Deadline.

15. The Receiver, in consultation with the Selling Agand Lenders, will consider any Phase | Bid
or Restructuring Proposal.

16. The Receiver, in consultation with the Selling Agand Lenders, will assess the Phase | Bids or
Restructuring Proposals and/or Credit Bids receitsgdthe Phase | Bid or Restructuring Proposal
Deadline and determine which of such bids or prafgosonstitute Qualified Phase | Bids or

Restructuring Proposals. The Receiver may waiveptiamce with any one or more of the requirements
specified herein and deem such non-compliant bidbda Qualified Phase | Bids or Restructuring

Proposals.

17. Should any creditor submit a bid (including by wafya Credit Bid) to acquire the Business or
Property; such creditor shall be barred from reéogiany confidential data regarding the bids reegiv
prior to the Phase | Bid or Restructuring Prop@eddline or the Phase Il Bid or Restructuring Psapo
Deadline, as may be applicable and will not be alhed by the Receiver in the selection of the Phhse
Bidders or the Successful Bid or Restructuring Bsap (as defined herein).

18. The Receiver may reject any Phase | Bid or Restrung Proposal or Credit Bid if it determines
that such bid does not constitute a Qualified PHa&d or Restructuring Proposal, is otherwise
inadequate or insufficient, or is otherwise contrir the best interests of the receivership estiatgn
Butte or any of its creditors or other stakeholders

19. If it is determined by the Receiver that a perduat has submitted a Qualified Phase | Bid or
Restructuring Proposal (including where compliandts the bid requirements has been waived) has a
bona fide interest in completing a transaction pan$ to these SISP Procedures and such bid has not
been rejected pursuant to Paragraph 19, then srslorpshall be deemed to beRhdse || Bidder".
Notwithstanding anything else in this paragraphy person that submits a Qualified Phase | Bid or
Restructuring Proposal which contemplates paymerfull in cash of the Secured Lender Debt (and
which Qualified Phase | Bid or Restructuring Prados not subject to financing) shall be deemebea
Phase Il Bidder.

20. The Selling Agent or the Receiver shall notify ed&ifase | Bidder as to whether or not such
person has been determined to be a Phase |l Baahdkis permitted to proceed to Phase Il

Phasell

21. The Selling Agent and the Receiver shall allow eRtfase Il Bidder such further access to
confirmatory due diligence materials and informatiogegarding mineral titles, contracts and
environmental diligence items as the Receiver deagppsopriate in its reasonable business judgement
and subject to competitive and other business dereions.

22. If requested by a Phase Il Bidder, the Selling Aggmll arrange for a site visit, subject to
compliance with health, safety and security measteasonably required by the Receiver.
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23. Phase Il of the SISP will be limited to those pessancluding a Credit Bid Party, that were
identified by the Receiver as a Phase Il Biddero pérson, including a Credit Bid Party, shall be
permitted to participate in Phase Il of the SISEhaiit having participated in Phase | of the SISE an
having been designated as a Phase Il Bidder herein.

24, A Phase Il Bidder that wishes to make a formal roffepurchase the Business or Property or a
formal Restructuring Proposal shall submit a bigdioffer (a 'Phase Il Bid or Restructuring
Proposal™) and a copy of the purchase and sale agreemeaswucturing agreement they are prepared to
sign ('Definitive Agreement”) to the Selling Agent and the Receiver at therasisks specified in Exhibit
"A" hereto (including by email or fax transmissiat as to be received by each of them no later than
12:00 p.m. (Mountain Time) oBecember 15, 2016, or such other date or time as may be agreed to by
the Receiver (thePhase Il Bid or Restructuring Proposal Deadline’). Such Phase Il Bid or
Restructuring Proposal shall be @Qualified Phase Il Bid or Restructuring Proposal” and such Phase

Il Bidder shall be a Qualified Phase Il Bidder" only if its Phase Il Bid or Restructuring Propbsa
complies with all of the following:

(@) it complies with all of the requirements in respedft Qualified Phase | Bids or
Restructuring Proposals, other than the requiresnset out in Paragraphs 14(c), 14(d)
and 14(h);

(b) it clearly identifies the form of consideration bgiproposed to satisfy the Purchase Price

and estimated value of the consideration in Camediidlars. The Receiver's preference is
for cash consideration; however, the Receiver e@nlisider securities or other forms of
consideration;

(©) it clearly identifies the contracts, agreement®tbier arrangements held by Twin Butte
that are to be assumed by the Phase Il Bidder ut&léhase Il Bid or Restructuring
Proposal;

(d) it includesa letter stating that its Phase Il Bid or RestruciwirProposal is irrevocable

until the earlier of: (i) the approval of a SucdakBid (as defined herein) by the Court in
accordance with these SISP Procedures; and (ity t80) calendar days following the
Phase Il Bid or Restructuring Proposal Deadlineyjoled that if such Phase Il Bidder is
selected as the Successful Bidder, its offer gleatlain irrevocable until the closing of
the transaction with the Successful Bidder;

(e) it includes written evidence of a firm irrevocalglemmitment for all required financing,
or other evidence of the financial ability of suPhase Il Bidder to consummate the
proposed transaction or restructuring, that wilbhwalthe Receiver to make reasonable
determination as to the Phase Il Bidder's finanaia other capabilities to consummate
the transaction or restructuring contemplated iid;

() it is not conditioned on: (i) the outcome of unpenied due diligence; and/or
(i) obtaining financing;

(9) it includes an acknowledgement and representdtiainthhe Phase 1l Bidder: (i) has relied
solely upon its own independent review, investigatiand/or inspection of any
documents and/or the Business or Property to beir@ehand liabilities to be assumed in
making its bid; and (ii) did not rely upon any et or oral statements, representations,
promises, warranties or guaranties whatsoever,hgheixpress or implied (by operation
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(h)

(i)

()

(k)

()

(m)

of law or otherwise), regarding the Business ompPrty to be acquired or liabilities to be
assumed or the completeness of any informationigiedvin connection therewith, except
as expressly provided in a Definitive Agreement;

it includes evidence, in form and substance reddgreatisfactory to the Receiver, of
authorization and approval from the Phase |l Bigdeoard of directors (or comparable
governing body) with respect to the submissioncaten, delivery and closing of the
transaction contemplated by the Phase Il Bid ortrRetsiring Proposal, and identifies
any anticipated shareholder, regulatory or othepr@mls outstanding, and the
anticipated time frame and any anticipated impedisér obtaining such approvals;

except in the case of a Credit Bid, it is accomednby a refundable deposit (the
"Deposit") in the form of a wire transfer (to a bank accosipecified by the Receiver), or
such other form acceptable to the Receiver, payaltlee order of the Receiver, in trust,
in an amount equal to ten percent (10%) of thd taiasideration set out in its Phase Il
Bid or in the case of a Phase Il Restructuring &sap some other amount mutually
agreed to with the Phase Il Bidder;

in the case of a Credit Bid, it is accompanied [eposit in the form of a wire transfer
(to a bank account specified by the Receiver), umhsother form acceptable to the
Receiver, payable to the order of the Receiveirust, in an amount equal to ten percent
(10%) of the total consideration set out in its $hdl Bid, less the value of the
consideration allocated to the credit portion & @redit Bid, or in the case of a Phase I
Restructuring Proposal some other amount mutughiged to with the Credit Bid Party;

the Phase Il Bid or Restructuring Proposal incluglesxecuted Definitive Agreement,
including all exhibits and schedules contemplatkdréby (other than exhibits and
schedules that by their nature must be preparedhbyReceiver), together with a
blackline against the draft form of Definitive Agmaent which will be prepared by the
Receiver and posted in the Data Room;

it does not include any request for or entitlemerdany break or termination fee, expense
reimbursement or similar type of payment; and

it contains such other information as may reasgnlablrequested by the Receiver.

25. The Receiver, in consultation with the Selling Agand Lenders, will consider the Qualified
Phase Il Bids or Restructuring Proposals. The Receeserves the right to request that Qualifiedseh

Il Bidders revisit their Qualified Phase Il Bids Restructuring Proposals in the event several ctitivee
Qualified Phase Il Bids or Restructuring Proposalks received. The Receiver reserves the rightaot t
accept any of the Qualified Phase Il Bids or Restiming Proposals if no acceptable Qualified PHase
Bids or Restructuring Proposals are received.dfReceiver, in consultation with the Selling Agand
Lenders determines a Qualified Phase Il Bid or mesiring Proposal is acceptable and provides
superior value to the Twin Butte estate such QiedliPhase Il Bid or Restructuring Proposal will be
selected as the successful bi&u¢cessful Bid or Restructuring Proposal”) with the proponent of such
Successful Bid or Restructuring Proposal beingactessful Bidder”. The Qualified Phase Il Bidder
who submitted the Successful Bid or RestructuringpBsal will be notified and the Receiver will seek
Court approval of and close or implement the SwsfaéBid or Restructuring Proposal.
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Court Approval

26. The Receiver shall apply to the Court (thpproval Motion") for an order approving the
Successful Bid or Restructuring Proposal and aitimgr the Receiver to enter into any and all nezgss
agreements with respect to the Successful Bid str&eturing Proposal, as well as an order vestifey t
to the Business or Property in the name of the &sfal Bidder or, in the case of a restructuring
proposal, a restructuring order to sanction andaite the implementation of the restructuring jossd.

27. The Approval Motion will be held on a date to béeduled by the Court upon application by the
Receiver. The Approval Motion may be adjournedesicheduled by the Receiver without further notice.

28. All Qualified Phase Il Bids (other than a Succek#&id or Restructuring Proposal) shall be
deemed rejected on and as of the date of apprévhéduccessful Bid or Restructuring Proposalhey t
Court.

Deposits

29. All Deposits shall be retained by the Receiver degosited in a trust account. If there is a
Successful Bid or Restructuring Proposal, the Depwosid by the Successful Bidder whose bid is
approved by the Court at the Approval Motion shmdl applied to the Purchase Price to be paid or
investment amount to be made by the SuccessfuleBidgon closing of the approved transaction or
restructuring proposal and will be non-refundabléhe Deposits of Phase Il Bidders not selectedhas t
Successful Bidder shall be returned to such biddétsn five (5) Business Days of the date uponahhi
the Successful Bid or Restructuring Proposal is@pmu by the Court. If there is no Successful &id
Restructuring Proposal, then all Deposits shalidbarned to the Phase 1l Bidders within five (5)sBiess
Days of the date upon which the SISP is terminatedcordance with these SISP Procedures.

No Amendment

30. There shall be no amendments to the SISP Procediicksding for greater certainty, the process
and procedures set out herein, without the corefethe Receiver.

"Asls Wherels'

31. Any sale of the Business or Property will be on'as is, where is" basis and without surviving
representations or warranties of any kind, natorejescription by the Receiver or the Selling Agent
any of their respective affiliates, advisors, ageat representatives, except to the extent otherwis
provided under a Definitive Agreement with a SusbasBidder executed and delivered by the Receiver.
Neither the Receiver nor the Selling Agent nor afytheir respective affiliates, advisors, agents or
representatives make any representation or wareaty the accuracy or completeness of the infoomat
contained in the Teaser or in the Data Room, exietite extent otherwise provided under a Defigitiv
Agreement with a Successful Bidder executed angeatel by the Receiver.

ﬁ F T I
CONSULTING



Free Of Any And All Claims and | nterests

32. In the event of a sale of the Business or the Rtgp® the extent permitted by law, all of the
rights, title and interests of Twin Butte in andtbh@ Business or the Property to be acquired wilsbld
free and clear of all pledges, liens, securityrigges, encumbrances, claims, charges, optionsnaere $ts
on or against the Property (collectively, ti@dims and Interests’) such Claims and Interests to attach
only to the net proceeds of the sale of such Ptpgesthout prejudice to any claims or causes dfcac
regarding the priority, validity or enforceabilithereof), except to the extent otherwise set famtla
Definitive Agreement with a Successful Bidder.

No Obligation to Conclude a Transaction

33. The Receiver has no obligation to agree to conctudale or investment arising out of this SISP
and it reserves the right and unfettered discrebomject any offer or other proposal made in ewhion
with this SISP. In addition, at any time duringst®ISP, the Receiver may determine to terminagseth
SISP Procedures, in consultation with the Lendans| shall provide notice of such a decision to all
Qualified Phase | Bidders or Qualified Phase Ild&s, as applicable.

Further Orders

34. At any time during this SISP, the Receiver or tledi®y Agent may apply to the Court for advice
and directions with respect to the discharge df thawers and duties hereunder.
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m] B tt Bennett Jones LLP
enne 4500 Bankers Hall East, 885 « 2nud Street BW
Jo“es Calgary, Alberta, Canada T2P 4K7

Tel: 403.298.3100 Feox 403,265,721

Chris Simard

Direct Line: 403.298.4485

e-mail: simarde@bennettjones.com
Our File No.; 76739.1

September 8, 2016
Via Email

Mr. Howard A, Gorman, Q.C.
Norton Rose Fulbright LLP
Suite 3700, 400 3rd Ave SW
Calgary AB T2P 4H2

Dear Mr, Gorman:
Re:  Twin Butte Energy Ltd. in Receivership ("Twin Butte')

As you know, we represent an ad hoc committee (the "Ad Hoc Group) of unaffiliated senior
debentureholders with very significant holdings of Twin Butte's 6.25% Convertible Unsecured
Subordinated Debentures (the "Debentures”). The holders of the Debentures are an important
stakeholder group of Twin Butte.

We undetstand that you act for FTI Consulting Canada Inc., the Court-appointed Receiver and
Manager of Twin Butte (the "Receiver"). We understand that the Receiver is currently formulating a
sales and investment solicitation process for Twin Butte ("SISP"), including the engagement of a
financial advisor ("FA") to implement the SISP.

As you may be aware, the Ad Hoc Group advanced to Twin Butte a restructuring proposal in late
August, 2016, Twin Butte was not receptive to this proposal but was instead insistent on pursuing the
transaction with Reignwood (the "Proposed Reignwood Transaction") which was not approved by the
requisite majorities of security holders. Our clients believed, and still believe, that their restructuring
proposal was superior to the Proposed Reignwood Transaction.

The Ad Hoc Group remains ready, willing and able to propose and pursue a restructuring transaction
with respect to Twin Butte, The Ad Hoc Group believes that such a restructuring will result in greater
value being realized by all the stakeholders of Twin Butte (including the lending syndicate) than will
a liquidation sale of Twin Butte's assets. Accordingly, the Ad Hoc Group wants to work cooperatively
with the Receiver and in this regard, we wish to make you aware of the Ad Hoc Group's position with
respect to a number of points with respect to the SISP:

(a) Scope of SISP - the Ad Hoc Group feels that it is important to ensure that the scope of
the SISP is broad, such that the SISP solicits not only asset or liquidation bids, but also
restructuring proposals of the type being proposed by the Ad Hoc Group (which, among
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(b)

(©

(d)

other things, might require the implementation of CCAA proceedings and a creditor
vote to implement a restructuring);

Court Approval of SISP — the Ad Hoc Group understands that the Receiver intends
to seek court approval for the SISP in advance of implementing the SISP, and the Ad
Hoc Group is fully supportive of that approach;

Choice of FA — the choice of FA will have a very significant impact on the outcome
of the SISP. You are no doubt aware that Peters & Co. ("Peters") ran the strategic
alternative process for Twin Butte (the "Previous Process") that resulted in the selection
of the rejected Proposed Reignwood Transaction. The Ad Hoc Group feels that Peters
would not be that appropriate choice as the FA engaged by the Receiver to implement
the SISP, for a number of reasons. First, Peters is not global in size or scope. A firm
such as Scotia Waterous, in contrast, would reach a far larger group of potential bidders
and investors than Peters was capable of reaching in the Previous Process (the Ad Hoc
Group's understanding of the Previous Process is based on paragraph 33 of the August
31, 2016 Affidavit of Murray D'Angelo, in which it was stated that National Bank
Financial and Peters reached out to only approximately 400 parties. As an example,
the financial advisor to the Ad Hoc Group, Macquarie Capital, a global firm, uses of
contact list of over 1200 parties for such processes. As such, the Ad Hoc Group
anticipates that other global firms like Scotia Waterous would be able to reach two or
three times the number of potentially interested parties contacted by Peters). Second,
the best transaction that Peters was able to generate in the Previous Process was the
Proposed Reignwood Transaction, which was unacceptable to Twin Butte's
stakeholders. The Ad Hoc Group was disappointed that while Peters provided a
faimess opinion with respect to the Proposed Reignwood Transaction to Twin Butte's
shareholders, it would not provide such an opinion to holders of the Debentures, and
declined to do this when asked. The Ad Hoc Group's view is that this was a failure by
Peters to act in the best interests of all the stakeholders of Twin Butte (Twin Butte
subsequently had to commission a fairness opinion for the benefit of the holders of the
Debentures from Canaccord, who was not involved in the Previous Process). Finally,
there may be an inevitable appearance of bias in having Peters conduct the SISP.
Having already once recommended the (rejected) Proposed Reignwood Transaction in
the Previous Process, objective outside parties might reasonably conclude that Peters
may again be inclined to favour a transaction with Reignwood. This reasonable
apprehension of bias should not be allowed to taint the SISP, and can be easily avoided.
For all these reasons, the Ad Hoc Group feels very strongly that the Receiver should
be hiring a new FA such as Scotia Waterous, to implement the SISP; and

Proposal from the Ad Hoc Group — in a brief conversation I had on Tuesday with
Mr. Helkaa of FTI, he asked whether the Ad Hoc Group's intention was to submit a
proposal in the SISP, or to submit a pre-emptive proposal which would then be used
like a stalking horse bid. I have consulted with our clients and can advise that the Ad
Hoc Group would be very interested in submitting a pre-emptive proposal that could

o]
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be formalized in an agreement with the Receiver, in very short order. The Ad Hoc
Group could do this very quickly (i.e. within 7 days), but only if the Receiver agrees to
release parties who took part in the Previous Process, from their confidentiality
obligations regarding Twin Butte. This is necessary because the Ad Hoc Group needs
to be able to speak freely with a handful of entities with whom it would work to finalize
its proposal, and some of those entities may have been participants in the Previous
Process. If the Receiver agrees to this conceptually, we will provide the names of the
entities that the Ad Hoc Group needs to be released. We do not anticipate that this
request should cause any concern to the Receiver, because we expect that the Receiver
will be requiring participants in the SISP to enter into new confidentiality agreements
with the Receiver in any event. As such, we formally request the Receiver to advise
whether it will agree to such a release for parties in the Previous Process. This is an
important threshold issue for the Ad Hoc Group, and we therefore look forward to
hearing from you promptly as to whether the Receiver will agree to release participants
in the previous process from the confidentiality obligations associated therewith.

We look forward to the Receiver's prompt response to this letter, especially our request regarding the
release from confidentiality obligations. We reiterate that the Ad Hoc Group is ready, willing and able
to very quickly propose and finalize arrangements for a restructuring proposal, which it believes will
result in greater value to all stakeholders, including the lending syndicate. The proposal currently
being contemplated by the Ad Hoc Group would, among other things, include a greater return to the
lending syndicate than the proposal previously advanced by the Ad Hoc Group.

Thank you for your consideration of these matters and we look forward to discussing same with you

SOO01.

Yours truly,

Chris Simard

CS:dmk

cCl

Deryk Helkaa
Bennett Jones

|
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Septem ber 13, 2016 Barristers & Solicitors / Patent & Trade-mark Agents
Norton Rose Fulbright Canada LLP

Sent By E-mail 400 3rd Avenue SW, Suite 3700
Calgary, Alberta T2P 4H2 CANADA

Chris Simard

Bennett Jones LLP F: +1403.264.5973

4500 Bankers Hall East, 855-2nd Street S.W. nortonrosefulbright.com

Calgary, Alberta, T2P 4K7

Howard A. Gorman, Q.C.
+1403.267.8144
howard.gorman@nortonrosefulbright.com

Your reference Our reference
76739.1 01020497-0005

Dear Mr. Simard:

Twin Butte in Receivership
SISP Application

Thank you for your letter of September 8, 2016 (September 8 Letter). All capitalized terms not otherwise
defined herein have as their meaning those given to them in the September 8 Letter. As you note, our offices are
counsel for the Receiver.

In reply to your September 8 Letter, the Receiver can advise and confirm the following:

1.

The Receiver agrees that the Ad Hoc Group comprise important stakeholders of Twin Butte. The
Receiver continues to consider the Ad Hoc Group’s reasonable expectations in its determination of what
is the best interests of all of Twin Butte’'s stakeholders in the circumstances. The Receiver also
acknowledges and values the Ad Hoc Group’s willingness to work cooperatively with the Receiver.

The Receiver will seek Court approval for a SISP that solicits asset or liquidation bids alongside a
corporate sale and restructuring proposals. Throughout the subsequent implementation of the SISP, the
Receiver intends on acting transparently and on making the process itself transparent so far as possible
in the circumstances.

While the Receiver disagrees with the Ad Hoc Group’s characterization of Peters, the Receiver has
taken steps to address the Ad Hoc Group’s concerns about selecting a sales agent with international
scope. To this end, and following the solicitation of proposals from four financial advisors, the Receiver
has secured the joint engagement of Peters and CIBC World Markets Inc. (CIBC) to act as sales agents
under the SISP, and is finalizing the fee arrangement and SISP terms amongst them. Together, CIBC
and Peters offer access to a global investment market and expert knowledge of and extensive contacts
within Alberta. To your clients’ point about Scotia Waterous and Macquarie Capital, neither of whom the
Receiver contacted, CIBC provides comparable service and reach and the Receiver trusts that the
selection of CIBC as co-agent fully addresses your clients’ concerns in that respect.

Regarding Peters, the Receiver has carefully considered their engagement in the proposed SISP along
with their involvement in the Previous Process. The Receiver has concluded that the engagement of
Peters in the proposed SISP is in the best interests of all stakeholders of Twin Butte for the following
principal reasons. First, Peters’ extensive experience in Alberta’s oil and gas industry will be integral to
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the successful implementation of the proposed SISP and will complement the services provided by
CIBC. Second, Peters’ involvement in the Previous Process favors their continued involvement in the
SISP because of the cost and time savings that will result from their knowledge of Twin Butte and its
assets, and from Peters’ established data room in respect of same. These advantages will benefit all of
Twin Butte’s stakeholders, and would not be available absent Peters’ continued involvement. The
Receiver disagrees with the Ad Hoc Group’s suggestion that the engagement of Peters in the SISP may
give rise to a reasonable apprehension of bias. There is no evidence of same nor has the Receiver seen
any evidence that the Previous Process was anything less than robust and open to all interested parties.
To the extent the Ad Hoc Group continues to apprehend bias in the selection of Peters as sales agent,
the Receiver trusts that the joint-engagement of CIBC fully addresses that concern insofar as CIBC was
uninvolved in the Previous Process. Further, the co-agents have agreed to share equally in a very
competitive fee structure involving an up-front engagement fee of $100,000, along with a completion fee
equal to 0.9% of the aggregate value of the consideration received by Twin Butte in the event of a
successful transaction under the SISP. By retaining Peters as a co-agent, any issue or dispute
concerning a trailing fee under Peters’ original retainer in the Previous Process is avoided.

The Receiver has considered the Ad Hoc Group’s submitting a pre-emptive proposal and its request that
confidentiality obligations under the Previous Process be extinguished. The Receiver has concluded that
such a pre-emptive proposal would be contrary to the principles of fairness and transparency underlying
its conduct of the SISP and these proceedings generally. Permitting the Ad Hoc Group to submit a pre-
emptive proposal would grant them an advantage unavailable to other interested parties and would risk
tainting the process as a result. Accordingly, the Receiver does not agree to release any party from their
confidentiality obligations under the Previous Process. Of course, the Receiver welcomes any
restructuring proposal advanced by the Ad Hoc Group in the context of the SISP and looks forward to
working constructively with the Ad Hoc Group over the remainder of these proceedings.

The Receiver intends to bring an application for approval of the SISP before the Honourable Madam Justice K.
Eidsvik on September 20, 2016, at a time to be confirmed with the Court.

Should you have any questions or concerns regarding the above, contact the writer directly.

Yours very truly,

Howard A. Gorman, Q.C.
Senior Partner

HAGI/rs

Copies to: Deryck Helkaa / Dustin Olver, FTI Consulting Canada Inc.

Aditya M. Badami, Norton Rose Fulbright

CAN_DMS: \104061253\4 2



	Second Receiver's Report_TBE_FINAL
	Appendix A - SISP PROCEDURES
	Appendix B Legal letters

