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Estate Number: 31-458352
Court File Number: 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 Number: 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

NOTICE OF MOTION

DUNDEE ENERGY LIMITED PARTNERSHIP (“DELP”) and DUNDEE OIL

AND GAS LIMITED (“DOGL”), will make a motion to the Court on Monday, 30" October,

2017, at 10:00 a.m., or as soon after that time as the motion can be heard, at 330 University

Avenue, Toronto, Ontario.

PROPOSED METHOD OF HEARING: The motion is to be heard orally.
THE MOTION IS FOR:
An Order in form attached as Schedule “A”; and;

Such further and other relief as this Honourable Court may deem just and equitable.

THE GROUNDS FOR THE MOTION ARE:

Grounds set forth in the First Report dated 24 October 2017.




2. Such further and other grounds as counsel may advise and this Honourable Court may

accept.

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the

Application:

1. The First Report dated 24 October 2017; and

2. Such evidence as this Honourable Court may permit.

Date: 26 October 2017

GOWLING WLG (CANADA) LLP
Barristers and Solicitors

1 First Canadian Place

100 King Street West, Suite 1600 -
Toronto, ON  M5X 1G5

E. Patrick Shea (LSUC No. 39655K)
Tel: (416) 369-7399
Fax: (416) 862-7661

Solicitors for the DELP and DOGL




TAB A



[

SCHEDULE “A”




Estate Number: 3 1-458352
Court File Number; 31-458352

ONTARIO
SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)
COMMERCIAL LIST

THE HONOURABLE ) - MONDAY, THE 30™

JUSTICE DAY OF OCTOBER, 2017

AND IN THE MATTER OF
MAKE A PROPOSAL OF DUND

Estate Number: 31-2282778
Court File Number: 31-2282778

\(’)sval trustee (the “Proposal Trustee”) dated 24 October 2017 (the

“First Report™), and on hearing the submissions of counsel to the Debtors, the Proposal Trustee,

Inc., in its capacity as the:

and National Bank of Canada, no one else appearing:

1. THIS COURT ORDERS that the time by which the Debtors must file proposals be and
is hereby extended to 14 December 2017.




2. THIS COURT ORDERS that the actions and conduct of the Proposal Trustee as set
forth in the First Report be and are hereby épproved.
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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 "Debfors")
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. 13-3, as amended (the “BIA”).

1.2 FTI Consulting Canada Inc. (the “Proposal Trustee”) has consented to act as trustee

under the NOIs.

1.3 By order dated August 16, 2017 (the “Sale Process Order”) the Ontario Superior Court

of Justice (In Bankruptcy and Insolvency) (Commercial List) (the “Court™):

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

under a joint title of proceedings;

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

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

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

supervision of the Proposal Trustee;

d) approved the amended and restated forbearance agreement dated August 14,

2017 (the “Forbearance Agreement”) between Dundee, Dundee Energy Limited

i
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g)

h)

(“DEL”) and National Bank, as lender and agent for the lenders to Dundee (in

such capacity, the “Lender”);

~ authorized DELP to continue to obtain and borrow, repay and re-borrow

additional monies under the credit facility (the “Credit Facility”’) made available

to DELP by the Lender pursuant to the amended and restated credit agreement
among DELP, as borrower, DEL and DOGL, as guarantors, and the Lender, dated
as of July 31,2012 as amended (the “Credit Agreement”) subject to the terms of

the Forbearance Agreement, in order to finance DELP’s working capital

requirements, provided that borrowings by DELP under the Credit Facility shall -

not exceed the amounts contemplated in the Credit Agreement and the

Forbearance Agreement;

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

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

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

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

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

respectively;
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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.

2.0 PURPOSE OF THE FIRST REPORT

2.1  The purpose of this first report of the Proposal Trustee (the “First Report”) is to provide

the Court with the following:

a) -

b)

d)

an update on Dundee’s operations since the Filing Date;
the Proposal Trustee’s activities since the Filing Date;

an update on the first phase (“Phase 1) of the BIA SSP;

- the receipts and disbursements of Dundee for the nine-week period ended October

13, 2017, as compared to Dundee’s cash flow forecast filed with the Court on
August 25, 2017 (the “August Cash Flow Forecast”), a copy of which is

attached as Appendix “A”;
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g)

the Proposal Trustee’s review of Dundee’s updated cash flow forecast for the
period ending January 12, 2018 (the “October Cash Flow Forecast”), a copy of

which is attached as Appendix “B”;
the proposed extension of the Stay Period until December 15,2017; and

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

foregoing. -

3.0 TERMS OF REFERENCE

3.1 In preparing the First Report, the Proposal Trustee has relied upon unaudited financial

information of Dundee’s books and records, certain financial information prepared by Dundee

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

3.2 Except as described in the First Report:

a)

b)

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

pursuant to the Chartered Professional Accountants of Canada Handbook; and

The Proposal Trustee has not examined or reviewed financial forecasts and

projections referred to in the First 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 First Report is
based on Management’s assumptions regarding future events; actual results may vary from

forecast and such variations may be material.

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

decision made based upon the First Report, other than for the express purposes as set out in this

First 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.

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

http://cfcanada.fticonsulting.com/Dundee/ (the “Proposal Trustee’s Website”).
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40 BACKGROUND AND UPDATE ON DUNDEE’S OPERATIONS

4.1  DELP is a limited partnership created pursuant to the Limited Partnership Act (Ontario).
DELP operates drilling and wellsite servicés 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.

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

DOGL’s only asset is its interest in DELP.

4.3  DELP’s primary lender and secured creditor is the Lender. Pursuant to the Sale Process

Order, the Lender is unaffected by the stay proceedings in the Proposal Proceedings.

4.4 Since the date of the Sale Process Order, the Proposal Truste¢ has worked closely with
Management and monitored Dundee’s business operations. The Debtors and Management have |
assisted the Proposal Trustee with the BIA SSP, where necessary, and preparation of the August
Cash Flow Forecast and the October Cash Flow Forecast. Additionally, the Debtors have
continued to report to the Lender as required pursuant to the Forbearance Agreement. As at the
date of the First Report, the Debtors have not defaulted under the terms of the Forbearance
Agreement. Generally, all vendors have continued to ship goods/provide services to the Debtors
and all significant issues have been resolved or are in the process of being resolved by the

Debtors, with the assistance of the Proposal Trustee.

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

environmental programs in the ordinary course since the Filing Date.




50 PROPOSAL TRUSTEE’S ACTIVITIES TO DATE

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

First Report, since the Filing Date, the Proposal Trustee has:

a)

b)

g)

h)

created and maintained the Proposal Trustee’s Website;

-provided notice to every known creditor, in the prescribed manner, a copy of the

NOIs pursuant to s. 50.4(6) of the BIA,;
corresponded and met with Management and legal counsel,

assisted Dundee in communicating with suppliers to continue going concern

operations of Dundee;
assisted Dundee in communicating with royalty and lease holders;

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

general email account established by the Proposal Trustee; .

assisted Dundee in implementing an appropriate accounting cut-off to ensure

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

monitored Dundee’s business and financial affairs in order to assess Dundee’s -

business and financial affairs;

monitored weekly proposed disbursements with respect to payment terms with

suppliers and creditors of Dundee in accordance with the Proposal Proceedings;

P ol S
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6.0

6.1

),

implemented and supervised the BIA SSP in accordance with its terms, including
(as described below) vprepa.ring and distributing teaser letters, the NDA, CIM and
the Phase 1 Bid Letter (each as defined below), uploading documents to the
electronic data room, and engaging in discussions with numerous interested

parties regarding the BIA SSP and related matters;

k) provided updates to the Lender regarding the BIA SSP;

1) provided assistance to Dundee in the preparation of the August Cash Flow
Forecast and October Cash Flow Forecast and reported to the Lender as required
under the Forbearance Agreement;

m) assisted Dundee in filing its cash-flow statement and filed a corresponding report
on the reasonableness of the cash-flow statement in accordance with s. 50.4(2) of
the BIA for both fhe August Cash Flow Forecast and the October Cash Flow
Forecast (defined in paragraph 2.1 of First Report); and

n) prepared the First Report in consultation with the Proposal Trustee’s legal
counsel, Thornton Grout Finnigan LLP.

BIA SSP UPDATE

As described in the BIA SSP, the purpose of the BIA SSP is to seek proposals to

purchase some or all of the Property.

6.2

Since the date of the Sale Process Order, the following activities have been undertaken by

Dundee and the Proposal Trustee in relation to the BIA SSP:




b)

d)

g)

notices regarding the BIA SSP were published in the Daily Oil Bulletin and the

national edition of The Global and Mail on September 14, 2017,

a press release setting out the above notices and other information regarding the

BIA SSP was issued through Canada Newswire on September 14, 2017,

a 1ist» of prospective parties (the “BIA SSP Participant List”) was prepared by
the Proposal Trustee, with the assistance of Management. The Proposal Trustee
invited parties on the BIA SSP Participant List to participate iri the BIA SSP.
Other parties that also became aware of the BIA SSP and expressed an interest in
participating were added to the BIA SSP Participant List. In total, the Proposal
Trustee contacted 469 parties in Phase 1 of the BIA SSP, consisting primarily of

strategic and financial parties within Canada and the United States;

a non-confidential teaser letter providing an overview of the opportunity to

acquire all or a part of the Property was prepared and distributed to all parties on

the BIA SSP Participant List;

a form of non-disclosure agreement (the “NDA”) was prepared and distributed to

all parties on the BIA SSP Participant List;

a confidential information memorandum (the "CIM") describing the opportunity
to acquire all or a part of the Property was provided to each Qualified Bidder (as

defined in the BIA SSP) who executed the NDA; and

an electronic data room was established to-provide information to Qualified

Bidders who executed the NDA as part of their Phase 1 due diligence.

9
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6.3  The PropoSal Trustee is of the view that strong interest has been expressed from parties
participating in the BIA SSP. Numerous parties executed the NDA, conducted due diligence and

were provided information to facilitate the preparation of letters of intent in accordance with the

BIA SSP.

64  On October 3, 2017, the Proposal Trustee provided all Qualified Bidders that had
executed the NDA at that time with a letter setting out the instructions for bid submissions in
accordance with Phase I of the BIA SSP (the “Phase 1 Bid Letter”). Qualified Bidders that
executed NDAs following October 3, 2017 were profnptly provided with the Phase 1 Bid Letter
by the Proposal Trustee; The Phase 1 Bid Letter set out, among other things, the requirement that
a Qualified Bidder must submit its non-binding letter of intent (an “LOY”) in accordance with the

BIA SSP on or before the Phase I bid deadline of 12:00 p.m. EDT October 19, 2017 (the “Phase

1 Bid Deadline”™).

6.5 - Multiple parties submitted LOI’s to the Proposal Trustee by the Phase 1 Bid Deadline.
The Proposal Trustee is currently in the process of seeking clarification with respect to certain of
the LOT’s received. The Proposal Trustee will update both Dundee and the Lender regarding the
results of Phase 1 of the BIA SSP. The Proposal Trustee has determined that there is a
reasonable prospect of obtaining a Qualified Bid (as defined in the BIA SSP) and, accordingly,

recommends that the BIA SSP proceed to Phase 2.

6.6  As set out in the BIA SSP, the deadline for delivering a final binding proposal to
purchase some or all of the Property pursuant to Phase 2 of the BIA SSP is 12:00 p.m. EDT
November 24, 2017, or such other date or time as may be determined by the Proposal Trustee in

consultation with the Lender.
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6.7 At this time, the Proposal Trustee is satisfied that the BIA SSP has been managed in
accordance with its terms and that parties are being provided a reasonable oppormnity to

participate in the process. The Proposal Trustee will continue to- implement the BIA SSP in

accordance with its terms.

70 CASH FLOW RESULTS RELATIVE TO FORECAST

Cash Flow Results and Variances

7.1 Cash receipts and disbursements for the nine-week period ended October 13, 2017 (the

“Reporting Period”) as compared to the August Cash Flow Forecast are presented in the table

below:
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Dundee Energy Limited Partnership and Dundee Oil & Gas Limited
Schedule of Actual Receipts and Disbursements Compared to the August Cash Flow Forecast™

For the Nine-Week Period Ended October 13,2017

($000's.CAD)
Actual Forecast Variance
0il 1,589 1,453 136
Gas 2,903 2,436 467
Other 20 29 9
Total Collections 4,512 3,918 594
Operating Expenses
Production Expenditures (806) (1,208) 402
Landowner Disbursements (184) (606) 422
Abandonment Costs (531 (871 340
Total Operating Expenses Disbursements (1,521) (2,685) 1,164
Payroll/Other Expenses
Payroll (1,063) (973) (90)
G&A (233) (165) (68)
Interest & Financing Fees (653) (787) 134
Realized Risk Mgmt. Gain / (Loss) (102) (83) (19)
Restructuring Expenses (420) (250) (170)
Total Payroll/Other Expenses Disbursements (2,471) (2,258) (213)
Net Cash Flow 520 (1,025) 1,545
Opening Credit Facility Balance® (56,112) (56,112)
Change in Credit Facility Balance 520 (1,025)
Closing Credit Facility Balance (55,592) (57,137)
Bank Line Limit (58,000) (58,000)
Bank Line Availability 2,408 863 1,545

Note 1

Note 2

cheques in the amount of $0.2M.

Readers are cautioned to read the Terms of Reference as set out in paragragh 3 in the First Report.

Opening Credit Facility Balance includes $57.3M credit facility balance net of cash on deposit of $1.4M and outstanding
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7.2 During the Reporting Period, Dundee’s total cash receipts in the amount of
approximately $4.5 million were approximately $0.6M higher than proj ected in the August Cash
Flow Forecast. Management attributes this variance to higher than anticipated natural gas and oil

sales due to improved pricing, mainly from oil.

7.3 Dundee’s total disbursements in the approximate amount of $3.9 million during the
Reporfing Period were approximately $1.0M lower than projected in the August Cash Flow
Forecast. Management attributes the variance to both timing and permanent differences related to

disbursements to Dundee’s vendors and royalty holders.

7.4 Overall, during the Reporting Period, Dundee experienced a positive cash flow variance

of approximately $1.5M relative to the August Cash Flow Forecast.
 Credit Facility

7.5 As at October 13, 2017 the amount outstanding under the Credit Facility net of cash on
deposit (the “Credit Facility Balance”) was $55.6M, which is approximately $1.5M lower than
forecast d1.1e' to the variances noted above. ‘Since the date of the Sale Process Order, the Lender
has advanced approximately $1.1 million to DELP and DELP has répaid $1.0 million to the
Lender (net advance of $0.l-million) under the Credit Facility. Since the Filing Date, Dundee
has generated positive cash flow from its operations enabling it to continue to meet its

obligations under the Credit Facility and the Forbearance Agreement.
8.0 CASH FLOW FORECAST UPDATE

8.1  As noted above, the Debtors have prepared the October Cash Flow Forecast for the

period ending January 12, 2018 (the “October Cash Flow Period”j. The Debtors are seeking an

13
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extension of the Stay Period to December 15, 2017 and the October Cash Flow Period extends

beyond the Stay Period.

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

probable and hypothetical assumptions set out in the notes to the October Cash Flow Forecast

(the “Cash Flow Assumptions”).

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

Management for the Cash Flow Assumptions.
8.4  For detail surrounding the Octdber Cash Flow Forecast please refer to Appendix “B”.

8.5  The October Cash Flow Fotecast projects that the Credit Facility Balance as at January
12, 2018 will be $57.1M, an increase from the Credit Facility Balance as at October 13, 2017 of
$55.6M. The increase in the Credit Facility Balance is primarily due to tirﬁing as the October
Cash Flow Forecast is projected to mid-January and therefore does not include the Debtors’

monthly receipts as they are typically collected at the end of each month.
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8.6  The October Cash Flow Forecast projects collections during the October Cash Flow
Period of $5.9M primarily related to oil and natural gas sales with the largest disbursements

during the October Cash Flow Period relating to operating expenses of $2.0 M and interest and

financing fees of $1.2M.

8.7  The October Cash Flow Forecast indicates that the Debtors have sufficient liquidity to

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

Period.

8.8  The October 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.
9.0 EXTENSION OF THE STAY PERIOD

9.1 Pursuant to the Sale Process Order, the Stay Period will expire on October 30, 2017. The |
Debtors are seeking an extension of the Stay Period to December 15, 2017. Pursuant to section
50.4(9) of the BIA, the Stay Period may be extended by the Court for up to 45 days for any

individual extension and not exceeding six months from the commencement of the Stay Period.

9.2  The Proposal Trustee supports the Debtors’ motion to extend the Stay Period to

December 15, 2017 for the following reasons:

a) the extension of the Stay Period is required to enable Dundee to continue to
operate in the ordinary course and proceed to the second phase of the BIA SSP
pursuant to which Qualified Bidders are required to submit binding offers to

purchase the Property by November 24, 2017;
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b). it is forecasted that Dundee has sufﬁcxent hqmdlty to be -able to contmue

operatlng iti the ordinary course of busmess durmg the requested Stay. Penod

©¢)  no creditor would be materially prejudiced by the extension of the Stay Period; -
and
d) the Debtors continue 1o act in good faith and with due diligence in these Proposal

Proceedings since the filing of the NOIs.,
- 100 PROPOSAL TRUSTEE’S CONCLUSIONS AND RECOMMENDATIONS

10. li, For the reasons. set out in the First Report, the Proposal Trustee is of the v1ew that the
o requested extensron of the Stay Penod to December 15, 2017 is reasonable and respectfully

7 recommends that the Court grant the rehef sought by Dundee

“aedekedk

All of which is respectfully suhmitted this 24th day of Oetober, '27017.“ :

N EI‘I Cousultmg Canada Inc su!ely in its capacity as
: Pr" posal Trustee of Dundee Energy Limited Partnership
~and D ’dee Oll and Gas Limited and not in its personal

Per: N
Semor Managmg Dlrector '
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Tn the Matter of the Notice of Tntention
io make a Proposal of Dundee Energy Limited ?armﬁrs‘mg}
~ Notes to Cash Flow Statement ,_
_For the sixteen week period commencing August 14, 2017

1. Purpose of the Cash Flow Statement:

ok

”iimndea Liinm gy E,im ’fﬁﬁd Pcﬂimwhﬁa {the “Company™ or ““mmﬂm’z} has prepaced.

sh Flow) and the dccompanying Nﬂi‘@fx to the
’l’ & “C‘ash M@w &tatemeﬂt”} s

wmmm i Wzih‘m@ ;Rmp '
ﬁb;y lumiee; Eﬁmgy ,L” med Pmmmshf‘

ﬁ'{—%ﬁ%ﬁii@ﬁ
probablé set of geon
used proved.a ‘reasond
Flow Btateinent,

,::,Iwuid zm he ugec
information provided
futurs elrewmstances.

2. GIUBRI {lmh iﬁimv .«ﬁwﬂimpﬁ?{ms

_ ”Wﬂ] mpﬁmt& a8 A goin;
payments . as. ra&h flaw pmm

borrowing rootm on ity Credit Hcﬂuﬁy to nwnmm Qp@:mﬁem thy mugh ’ihe "f,(‘i ch:h
Cashi Flow.
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Oil and Gasi{eyenﬁé

s recsived on.
he following montl. (Le: August production reveénue
bese 2274

"bs:sed on historical mwim % gi fiﬁ;:lmc mtcs ﬁz.l and gas YevEn
the22™ day of the month i
would be received on Septer

4. Processing and Other Revenue

Processing and Other Revenue i derived from the Company’s expected
tarketing and yal y reveriue on third party production which is ditected through
its ;:'«mcessmg facilities: Processing and other revenue is assumed-fo be received
anthe 22" day of the following menth

5. ff[{é‘jzalﬁes

pmdu, fon ml m,s and :zw:h crown and gxoss
Trhercwwn rate is:12, ‘3% fl;}ii &31@ {Zompa:r rs

‘I Transportation Expenses

iEi)ﬁ Zlim.;{agaan

i’;f*spbn‘ie is 8 pmmﬂi ﬁ}f mm}ﬂﬂy pmducnon ami the Cnmﬁa
teansporfation costs for either ofl or gas. Transpoitation expenses are assumed i:s;z)
be paid no earlier than 45 days following the expense being incwrred.

8. igi%gaiized ii’liskMamg’éfriﬁnt»ﬁéiiu cmss) ;

Teg ,zed fﬂS]s’. manauem , ,gam or 1&5% i assumed to i‘m isettiad Withm
days of the end of the month.




% Payroll

“The payroll includes both salaried office employees and hourly field stait The
“Company’s payroll is paid on the 15" and end of (he month,

10, Other G&A

following the mmwﬁg mi? 1ev311ue payments

11. Interest & Financin i Fées

Intetest-and financing fees ate the interest payments awed by the Gompany for its

Credit Pacility 4s per its loan agreemént. Interest-and fimancing fees are assumed
to-be ﬁ‘ud on the last day of the momnth.

12. Abandonment O pei-:ating Exp énses

A’i}andonmcm 0p€1 a’tmg expmses wlate 4] the exp S1ises mcurzed ag tiu% Company

"tly planmd a,bandmmen 2
) Abaudonmmt opelatm

13, Abandonment Payroll Expenses”

Abandonment payroll expenses are the smployee costs telating tor the govermment
mandated abandonments schedule 1o be completed by the Q@mpany The
abandoninent payroll & pald on a bi~weekly basis.

14, P&NG Rights

P&NG: rights relate 1o land tental payments on undeveloped land. PENG rights

are assumed to bepaid u week following the receiving of revenue payments:
15. Restructuring Expenses
Restructuring Expenses relate to the professional fees 1o be ineuited during the:

NOT and Proposal process. These expenses include the ‘Company’s courisel,
Trustee’s fees, Trustee’s counsel’s fees and selling agent’s fees.

16 &‘@dgt Tac:hty

The Compeny’s Credit Racility a&lwws a maximum draw of $58 million asper its

loan agreement. There ave two separate parts. 1o the Credit facility; a $57.9 million
operating line and a MasterCard with a $100,000 limit.
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Districkof Gntario
Biivision N, - Torants
“CourtNo. 31-456362
Estate N,
~FORMA0 - ,
Repoit o Gash:Flow Btatement by the Person Making s Pragosal
(Paragraphs B0(B)(c) and 504(2)(c) of the Act)

Tha Management of Dyndee Energy Uimlted Partnership, Hashave daveloped the assumptions and

prepdrad the-altached statement of projected cash fow of the: msmlvem PEISON, asrafithe 46t day of

August 2017, consisling of W EBILY LA Fldnis faurin Twd Witdie Enidlnl b @é’fﬁ‘”‘“’%ﬁ@%

T, 207 PREPSED e THE BRI OF B¢ wares Ly _; ATTREGEE Tr TRE fart Pl SIpgienin
The hypothetical agsumplions aré reasonable and consistent-with the purpose of the- profection.

described in the notes attached, and the probable.assumptions-dre sultably siipported dnd consistent

with the: plan of the insolvent person and provide-a:reasonable basls for the projection. All such

assumplions are disclosed in the notes altached.

Sirics the projection is hased on-assumnplions regarding Tuttresvants, actual resulis-will vary fron
Ihe Infmation presented, and the vanations may be material,

The ‘profection hias bisen prepared solély for thie purpose described it he notes-altached, vsing a-

sel of hypothelical'and probable assumptions setout in the riotes attached, Conseguently; readers are
: mauﬁoneci thal itray not be-appropriate for othier purposes:

alhvday of August 2017

Dated|at the ity of Tofontoris gee Provirice of Ontario, thi

~ LA —— Lucie Yres sot
I;mnda@ &ﬂergy(umﬁa{i Paﬁnmmp , ' Wame and fille of:slgni ng officer
¢ Debstor
Mo :

N and Htle of signing officer

Page 1 of2




Distictol  Ontfario
Division Mo, 09+ Torantor
CountNo, 31458352
Estale No,
FORNE0- Altachimant:
Report on GasheFlow Slatgment by he Pérson Making

{Paregratis S0(B)(c) and B0.4(2)(c) oTthe Ad)

Pufpiose;
Tershow the Sompany has stifficent dash to fund bperations through }iqé.a:*ﬁi’:mmiéd el Dageriber
207 ' : : ' :

Prajection Notes:

-Bea altached Cash Flow Assuiiplion Noles

A R 2 X
Piavince af Qittaria, this i day of Augast 2017
7 [ T—

7.

Bated:a théiﬁiy-gf Tofonts v tie.

PageZof




f:lzsmct C}f Ontario
' oronte

R P‘BRM 29 i

Mgu*st :2017, Eﬂnﬁist g . h j SEEn: ;erpared i:zy ih@ management of ihe mwlveni person (@r ih

deblor) Tor the purpose described i the notes alfached; using the pmi}abte and hypehheﬂcal assumplions g8t Tl
in e riofes altached.

Our review consisted of - Tguifies, analjical procedure
beas E ihg management amﬁ ﬁmpleyees m‘ tﬁe ‘mwvent person m*

age
the. projecnam

Based i ir revisw, nofling has' come to owr Allention TRal Gauses- Us o belleve hat, I ll material
Tespects ‘

- [a) the hypathelical assumplions:are ot consistent vilk this purpose of the projection;.

”(1)) as atthgdateof thlS—repon the, prebabie assumpfens deveiaped are it smlably supported ang N

>glven the Wypnihéhcal atésumptlons ar

{oyihe projection does ngtfsflecﬂﬁe-ﬁ)mbabie and ifgypgthéﬁ;gai aiggumpﬁég's;,

The projection Has. Heen srepared solely- for e purpuss dsscr;bed Iri he notes -attached, and Teaders are.
gautioried-that it may not be-appropriate for ather puiposeés.,

Mﬁ?

Daled at tha: ity of Torofito o the Proviiice of: Ontano s Pt day of August 2017

Fn ﬁ?@nsumng Canada Ine. = Licensed Insolvency Trustee
Pet. &

: zé%?ed Insolvency Truslee
DWW ouseTower
,79 Wellmgton St West.
Taronto ON MBK 168

Page tof 2




Disttictef:.  Uintatio
Division No. 08 - Tawonto
Lot No, 31458362
Estate No.

Purposa;,

‘T show e Company has sufficferit cash 6 fufic oparations throtigh 1he 16 weiek perict snding Decermber
12017

 Projection Nofes:
“Bee altached Cash Flow Assumplion Noles

Dated at the cily-of Totonto in the Provinice af Ontario; thit 141 day of August 2017,

FT{ Consilting Canadd Ine.- Lisansed lisolvericy Trustee
Par: )

Page2 of 2
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In the Matter of the Notice of Intention to make a Proposal of
Dundee Energy Limited Partnership and Dundee Qil & Gas Limited

Notes to the October Cash Flow Statement
For the thirteen week period ending January 12, 2018

1. Purpose of the October Cash Flow Statement

Dundee Energy Limited Partnership and Dundee Oil & Gas Limited (together the
“Debtors”) have prepared the attached forecast for the period October 20, 2017 to
January 12, 2018 (the “Cash Flow Period”) and the accompanying notes
(collectively the “October Cash Flow Statement”) in support of the proposal
(the “Proposal”) that it filed under the Bankruptcy and Insolvency Act (“BIA”) on
August 15, 2017. The October Cash Flow Statement should be read in
conjunction with the Report on Cash Flow Statement by the Debtors (Form 30
under the BIA) and also with the Trustee’s Report on Cash Flow Statement (Form
29 under the BIA), each appended to the October Cash Flow Statement.

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

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

2. Global October Cash Flow Assumptlons

The Debtors will operate as a going concern and will continue to make 1nterest
payments on its secured loan (the “Credit Facility”) with National Bank of
Canada (the “Bank”) as cash flow permits. The Debtors have sufficient cash on
hand and borrowing availability under the Credit Facility to maintain operations
through the Cash Flow Period.

3. Oil and Gas Revenue

. The Debtors’ oil and gas revenue is the product of NYMEX futures settlement

pricing as of October 16, 2017 and its expected production forecast. The Debtors’
productlon forecast is based on historical results and decline rates. Oil and gas
revenue is received between the 20™ and 25" of the month in the following

2




m(t)k?th (i.e. October production revenue would be received on November 20t —
257).

4. Processing and Other Revenue

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

5. Royalties

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

6. Operating Expenses

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

7. Realized Risk Management Gain / (Loss)

Realized risk management gain or loss is calculated as the difference between the
Debtors’ hedged gas price and the actual average monthly pricing multiplied by
the amount of production hedged. The Debtors currently have one hedging
contract for 5,000 mmbtu/d which expires on January 1, 2018. The Debtors”
realized risk management gain or loss is assumed to be settled within three
business days of the end of the month.

8. Payroll

The payroll includes both salaried office employees and field staff as well
employee benefits. The Debtors’ payroll is paid on the 15™ and end of the month.




\

9. Other G&A

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

10. Interest & Financing Fees

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

11. Abandonment Disbursements

Abandonment disbursements relate to the expenses incurred as the Debtors’
complete the government mandated well abandonments, including abandonment
related payroll expenses. The October Cash Flow assumes abandonments will
primarily conclude by the end of December; however the Debtors’ ability to

continue with its currently planned onshére abandonment schedule is reliant on

the weather and crop harvest conditions. Offshore abandonment activities have
ceased for the year and remaining costs represent demobilization of the
abandonment barge vessel. Abandonment operating expenses (i.e. non
abandonment payroll related) are assumed to be paid in weekly vendor settlement
payments as they come due in the normal course of businéss. Abandonment
payroll is paid on a bi-weekly basis. -

12. P&NG Rights

-P&NG rights relate to land rental payments on undeveloped land. P&NG rights

are assumed to be paid at the beginning of each month as they come due for
annual renewal.

13. Restructuring Expenses

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

14. Credit Facility

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

Division Np. 09 —Toronto
Cout No, 31-438352
Estate No,

FORM 30

Report on Cas 1~F]ow Statement by the Person Making the Proposal
(Paragraphs 50(6)(c) and 50.4(2)(c) of the Act)

The Management of Dundee Ener gy Limited Partnership and Dundee Oil & Gas Limited, has/have developed the
assumptions and prepared the attached statement of projected cash flow ofthe insolvent person, as of the 16" day 6f October

. 2017, consisting of weekly cash flows until the week ending January 12", 2018 prepared on the basis of the notesattached
1o the cash flow statement;

The hypothetical assumptions are reasonable and consistent with the purpose of the, projection deseribed in the
notes attached, and the probable assuimptions are suitably supporfed and consistent with the plans of the ingolvent person and
provide a reasonabie basis for the projection. All such assumptions are disclosed in the notes attached.

Sifiog the projection 1§ based on assumpiions regarding future events, actual Tesults will vary fram the information
pressited; and the variations miay be material,

The projection. has been prepared aoley for the purpose described in the notes altached, using a set of
hypothetical and probable assumptions sét out in the notes attached. Consequeiitly; wadexs are cadtioned thavly may notbe
appropriate for dther purposes:

Dated at the city of Toronto inl the Provifice of Onfario, this 23™ day of Octolier 2017.

L Dul%aee Energy Limited Pé‘rtffexshxp and Dundee Oif & Gas Limited
‘; Deébtors

“W"i _
Luce g{fi 5ot Ttenn CFD

£

‘Nameand title of signing officer




District of! Ontatio

Division No., 09 — Toronto
Court.No. 31458352
Estate No.

FORM 30 - Attachment
Reporton Cash-Flow-Statement-by the Person Making the Proposal
(Paragtaphs S0(6)(e) aid 50.4(2)(¢) of the Act)

Purpose:
To show the Company has sufficientcazh to-fund operations through the 13 week period ending January 12,2018

Projection Notes: )
See attached Cash Flow Assumption Notes

Dated at the city of Toronto inthe Province of Ontario, this 23" day of October 20717
/ﬁy )
AL

\ Dufdee Energy I%\mlted Paﬁtx}§1 shiip and Bundee 011 & Gas Limited




District of: Ontario
Division No. 09~ Toronto
Court No. 31-458352
Estate No.

FORM 29

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

The attached statement of projected cash flow of Dundee Energy Limited Partnership and Dundee Oil & Gas Limited, as
of the 16th day of October 2017, has been prepared by the management of the insolvent person (or the insolvent debtor) for the
purpose described in the notes attached, using the probable and hypothetical assumptions set out in the notes attached.

Our review consisted of inquiries, analytical procedures and discussions related to information supplied to us by: the
management and employees of the insolvent person; or the insolvent person. Since hypothetical assumptions need not be
supported, our procedures with respect to them were limited to evaluating whether they were consistent with the purpose of the

projection. We have also reviewed the support provided by: management; or the insolvent person for the probable assumptions
and preparation and presentation of the projection. '

Based on our review, nothing has come to our attention that causes us to believe that, in all material respects,
a) the hypothetical assumptions are not consistent with the purpose of the projection;

b) as at the date of this report, the probable assumptions developed are not suitably supported and consistent with

the plans of the insolvent person or do not provide a reasonable basis for the projection, given the hypotheticgl
assumptions; or

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

Since the projection is based on assumptions regarding future events, actual results will vary from the information

presented even if the hypothetical assumptions oceur, and the variations may be material. Accordingly, we express no assurance
as to whether the projection will be achieved.

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

Dated at the city of Toronto in the Province of Ontario, this 23" day of October 2017

FTI Consulting Canada Inc. - Licensed Injolvency Trustée
Per:

Jeffrey Rosenberg:= Licel 'e\d Insolvency Trustee
TD Waterhouse Tower
79 Wellington St. West
Toronto ON M5K 1G8




District of: Ontario

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

* To show the Company hs sufficient cash to fund operations through the 13 week period ending January 12, 2018

Projection Notes:
See attached Cash Flow Agsumption Notes

Dated at the city of Toronto in the Province of Ontario, this 23" day of October 2017

FT1 Consulting Canada Inc. - Licensed Insolvency Trustee
Per:

Jeffrey Rosenberg — bié‘msed lnsoibegcy Trustes
TD Waterhouse Tower

79 Wellington St. West
Toronto ON M5K 1G8




INTHE 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

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

Court File No.: 31-458352
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