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L INTRODUCTION

1. Lightstream Resources Ltd., 1863359 Alberta Ltd. and 1863360 Alberta Ltd.
(collectively, the "Applicants" and together with LTS Resources Partnership and Bakken
Resources Partnership, the "CCAA Parties") file this Brief of Law in support of an
application (the "Application") for, among other things, an approval and vesting order
(the "Approval and Vesting Order"), approving a purchase and sale transaction
(the "Transaction™) for the purchase of substantially all of the assets and businesses
(the "Purchased Assets") of the CCAA Parties, as contemplated in the asset purchase
agreement (the "Purchase Agreement") entered into between the CCAA Parties, as
sellers, and 1090247 B.C. Ltd., as buyer (the "Buyer"), on November 29, 2016.!

2. This Application is brought in accordance with the Court-approved sale procedures
(the "Sale Procedures")’ that were carried out by the CCAA Parties, with the assistance
of TD Securities Inc. as sale advisor (the "Sale Advisor"), to generate interest and solicit

bids for the sale of the assets or businesses of the CCAA Parties.’

3. As set out below, the CCAA Parties meet the common law and statutory tests for this
Honourable Court to grant the Approval and Vesting Order and the relief sought in the
Approval and Vesting Order is supported by the Monitor and the First Lien Lenders.

4. In addition, the CCAA Parties seek: (i) an order (the "Stay Extension and Sealing
Order") extending the stay of proceedings to and including May 31, 2017 and sealing
certain commercially sensitive and confidential information on the Court record until
further order of this Court; and (ii) an order (the "Transition Order" and together with
the Approval and Vesting Order and the Stay Extension and Sealing Order, the
"Orders") transitioning these proceedings at the appropriate time from debtor-directed
proceedings under the supervision of the Court and the Monitor to proceedings directed

by the Monitor exercising enhanced powers under the supervision of the Court.*

! Affidavit of Peter D. Scott sworn November 29, 2016 at para 4 (the "AVO Affidavit").
2 AVO Affidavit at paras 7-10, 47.

3 Initial Order, Appendix "A" at paras 38-40.

* AVO Affidavit at para 4.



5. The relief sought in the Orders is necessary and appropriate in the circumstances and at
this point in the CCAA Parties' proceedings under the Companies' Creditors
Arrangement Act, RSC 1985, ¢ C-36 ("CCAA").

IL BACKGROUND

6. A detailed background on the CCAA Parties and the circumstances leading up to these
proceedings is more fully described in the Affidavit of Peter D. Scott sworn September
21, 2016 (the "Initial Order Affidavit") and the AVO Affidavit. An overview of these

proceedings to date is set out below.

7. Capitalized terms used herein but not otherwise defined have the meaning ascribed to
them in the AVO Affidavit, the Initial Order Affidavit, the initial order granted
September 26, 2016 (the "Imitial Order"), the Sale Procedures attached thereto as
Appendix "A" or the Purchase Agreement.

A. The Initial Order

8. The CCAA Parties were provided protection from their creditors under the CCAA
pursuant to the Initial Order granted by the Honourable Mr. Justice A.D. Macleod on
September 26, 2016. The Initial Order, among other things, approved the Sale Procedures
and authorized and directed the Monitor, the CCAA Parties and the Sale Advisor to

perform their obligations thereunder.’

9. Certain relief granted in the Initial Order, including the approval and commencement of
the Sale Procedures, was opposed at the application for the Initial Order by the Plaintiffs,
who had commenced certain litigation against LTS claiming among other things,

oppressive conduct on the part of LTS in respect of the issuance of the Secured Notes.®

10.  As a result of the objections raised by the Plaintiffs, the Court scheduled a comeback
hearing (the "Comeback Hearing") for October 11, 2016, where the Plaintiffs were
provided the opportunity to make full argument in respect of the relief granted pursuant

5 AVO Affidavit at paras 6, 8.
¢ AVO Affidavit at para 9.
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11.

12.

13.

14.

15.

to the Initial Order.” Following the Comeback Hearing, the Honourable Mr. Justice A.D.
Macleod upheld all of the relief granted in the Initial Order, including the Sale

Procedures.?

B. Marketing of the CCAA Parties

On July 13, 2016, the CCAA Parties commenced a sale and investor solicitation process
(the "Pre-Filing SISP") in the Arrangement Proceedings with the assistance of the Sale

Advisor.’

The Pre-Filing SISP involved the Sale Advisor contacting more than 600 parties, both
domestic and international, including 1,200 individual contacts. Of those over 600 parties
contacted, 37 (including 36 strategic parties and 1 financial party) executed a non-

disclosure agreement.'®

The CCAA Parties continued the Pre-Filing SISP into these CCAA proceedings by way
of the Sale Procedures, which were designed to thoroughly canvas the market to solicit,
explore, assess and negotiate possible transactions for the sale of the CCAA Parties or a
combination of one or more of their three business units, with a view to the best interests

of the CCAA Parties and their stakeholders. !

The Sale Procedures were approved by the Court at the application for the Initial Order
on September 26, 2016 and again at the Comeback Hearing on October 11, 2016.'

The Sale Procedures provided for broad marketing to all potential purchasers of the
CCAA Parties' businesses, offered a fair and transparent process run by the CCAA
Parties under the oversight of the Monitor with the assistance of the Sale Advisor and

were intended to maximize value for the CCAA Parties and all of their stakeholders. ">

7 AVO Affidavit at paras 9,14.

8 AVO Affidavit at para 10.

% Initial Order Affidavit at para 85; AVO Affidavit at para 29.
19 AVO Affidavit at para 30.

! AVO Affidavit at para 31.

12 AVO Affidavit at paras 8, 10.

3 AVO Affidavit at para 335,
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19.

The Sale Procedures contemplated that the Secured Noteholders would make a credit bid
for the full amount of claims outstanding in respect of the Secured Notes (the "Secured

Noteholder Credit Bid") through a newly formed entity, which is the Buyer.14

Following the granting of the Initial Order, the Sale Advisor distributed a broad
notification to the approximately 600 parties originally contacted in the Pre-Filing SISP
(the "Sale Procedure Approval Notification"). The Sale Procedure Approval

Notification included, among other things:"®

(@) confirmation that the CCAA Parties had entered CCAA proceedings and that the
Sale Procedures had been approved by the Court;

(b)  alink to the Monitor's website and the Initial Order;
(©) a copy of the Teaser and the form of Confidentiality Agreement; and
(d) notification of the Phase I Bid Deadline.

In addition to the broad distribution of the Sale Procedure Approval Notification, the Sale
Advisor made outbound calls to parties that had been identified by the Sale Advisor as
key parties in the Sale Procedures, to provide them with an opportunity to seek any
clarification that they desired regarding the Sale Procedures under the supervision of the

Court, '

Further, the Sale Advisor provided to the 61 parties who signed a confidentiality
agreement ("CA") in the Sale Procedures a bid procedures letter (the "Bid Procedures
Letter"), which summarized the Sale Procedures, including the bid deadlines.!” In total
61 parties signed CAs, 59 parties accessed the virtual data room (the "VDR") and 4

management presentations were completed.18

As a result of the marketin
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indications of interest were received by the Phase I Bid Deadline on October 21, 2016,

¥ AVO Affidavit at para 11.

1S AVO Affidavit at para 32; Third Report of the Monitor dated November 30, 2016 at para 20 (the "Third Report").
16 AVO Affidavit at para 33.

17 AVO Affidavit at para 33, Exhibit "B".

18 Third Report at para 21.
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either by way of en bloc offers for all of the CCAA Parties' property or for certain
parcels.lg As a result, the CCAA Parties, with the assistance of the Sale Advisor and the

Monitor, proceeded into Phase II of the Sale Procedures.*

21. Following the Phase II Bid Deadline on November 21, 2016, the CCAA Parties, in
consultation with the Monitor and the Sale Advisor, determined that no binding bids were
received by the Phase II Bid Deadline that would be sufficient to payout the indebtedness
owing to the First Lien Lenders and the Seco>nd Lien Noteholders in full, in cash and
immediately on closing and, therefore, the Secured Noteholder Credit Bid was the
Successful Bid.?! |

C. The Purchase Agreement

22.  Following the Phase II Bid Deadline and the determination of the Secured Noteholder
Credit Bid as the Successful Bid, the CCAA Parties and the Buyer finalized and executed

the Purchase Agreement.?

23.  The Purchase Agreement was submitted in compliance with the requirements of the Sale

Procedures and provides significant benefits to stakeholders, including:**

(a) the Purchased Assets, which consist of all or substantially all of the property used
by the CCAA Parties in carrying on their businesses, including assets in Alberta,
Saskatchewan, British Columbia, Manitoba and Northwest Territories, will be

managed and operated by a new owner, being the Buyer;

(b) the Transaction provides all or substantially all of the current employees of the
CCAA Parties, which consists of approximately 290 individuals, with the
opportunity for new employment with the Buyer on substantially the same terms

as employees' current employment terms;

! AVO Affidavit at para 36; Third Report at paras 22-23.
2 AVO Affidavit at para 36.

2 AVO Affidavit at para 38; Third Report at para 23.

2 AVO Affidavit at para 38 and Exhibit C.

 AVO Affidavit at para 45.
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26.

IV.

217.

©) the Buyer is creditworthy and will provide the stability necessary to insulate the
business of the CCAA Parties from the continued weak oil and gas commodity

prices;

(d)  the suppliers and customers of the CCAA Parties (except in respect of certain
Excluded Assets) will remain unaffected and will be able to continue to transact

business with a strong and credible counterparty; and

(e) the First Lien Lenders will be paid out in full, through the Replacement Credit
Facility.** |

The Monitor and the First Lien Lenders were kept apprised of the progress and status of
the Sale Procedures and the subsequent negotiations of the Purchase Agreement and are
supportive of the CCAA Parties entering into the Purchase Agreement and moving
forward with the Transaction. Further, the Monitor is satisfied that sufficient effort was
made to maximize value for the Purchased Assets and further marketing efforts are not

required.”

This Application is brought as soon as reasonably possible after the execution of the

Purchase Agreement, as required by the Court-approved Sale Procedures.?®

ISSUES

The issue to be determined by this Honourable Court is whether the circumstances exist

such that it is appropriate to grant the Orders.
LAW AND ARGUEMENT

A, The Transaction satisfies the requirements for Court approval of the
Approval and Vesting Order

In Soundair, the Ontario Court of Appeal articulated the principles governing sale

approval applications by receivers, which have been held to apply equally to sale

¥ Initial Order Affidavit at para 58.
2 AVO Affidavit at para 47 and 48; Third Report at paras 19, 26, 27.
% Initial Order at Appendix "A" para 38.
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approval applications under the CCAA. These principles articulated by the Court in

Soundair are as follows:?

(2)

(b)
©

(d)

7

whether there has been a sufficient effort made to get the best price, and the

receiver has not acted improvidently;
the interests of all the parties;
the efficacy and integrity of the process by which offers are obtained; and

whether there has been unfairness in the working out of the process.

28. Section 36(3) of the CCAA, enacted after Soundair was decided, sets out six non-

exhaustive factors that must be considered in approving a sale of assets by a debtor

company in CCAA proceedings outside the ordinary course, which are applied in

conjunction with the Sourndair principles set out above. These factors are as follows:

(2)

(b)

©

(d)

©

®

8

whether the process leading to the proposed sale or disposition was reasonable in

the circumstances;

whether the monitor approved the process leading to the proposed sale or

disposition;

whether the monitor filed with the court a report stating that in their opinion the
sale or disposition would be more beneficial to the creditors than a sale or

disposition under a bankruptcy;
the extent to which the creditors were consulted;

the effects of the proposed sale or disposition on the creditors and other interested

parties; and

whether the consideration to be received for the assets is reasonable and fair,

taking into account their market value.

%7 Royal Bank v Soundair Corp, 1991 CarswellOnt 205 at para 20 (CA), ["Soundair'] at TAB 1; Sanjel Corp, Re, 2016 ABQB 257 at paras 56,
57,112, ["Sanjel"] at TAB 2.
2 CCAA, s 36(3) at TAB 3.
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32.

33.

34.

The Superior Court of Quebec, set out two further elements in assessing whether the sale
should be approved under section 36 CCAA, being: (i) the business judgment rule, in that
a court will not lightly interfere with the exercise of the commercial and business
judgment of the debtor company and the monitor in the context of an asset sale where the
marketing and sale process was fair, reasonable, transparent and efficient; and (ii) the

weight to be given to the recommendation of the monitor.”

The proposed Transaction satisfies the Soundair principles, meets the statutory
requirements under section 36 of the CCAA for approval by this Honourable Court and is
in the best interests of the CCAA Parties' stakeholders generally.

(i) The Sale Procedures were reasonable in the circumstances

A sales process is only required to be reasonable; it is not required to be perfect.? % The

Sale Procedures were objectively reasonable and were approved by the Court.

Through the Sale Procedures (and the Pre-Filing SISP), the Sale Advisor conducted a
thorough and comprehensive canvassing of the relevant markets for the sale of the assets

and businesses of the CCAA Parties, which reached several hundred potential buyers.>!

The CCAA Parties received numerous expressions of interest for both the purchase of
specific business units and for the entirety of the CCAA Parties' assets and businesses.*?
The CCAA Parties and the Sale Advisor actively pursued those indications of interest,
which were deemed to be the most viable, in the exercise of their business judgment and

in consultation with the Monitor.

The CCAA Parties conducted themselves in a fair and transparent manner throughout the
Sale Procedures. Reasonable and timely information was given to prospective bidders,

including access to a VDR and management presentations, among other things.*

» Bloom Lake gpl (Arrangement Relatif a), 2015 QCCS 1920 at paras 27-28, ["Bloom Lake"] at TAB 4, citing AbitibiBowater Inc, 2009 QCCS
6460; Sanjel at para 57 at TAB 2.

3 Sanjel at para 80 at TAB 2, Bloom Lake at paras 39, 59 at TAB 4.

31 AVO Affidavit at paras 30, 32; Third Report at paras 26, 27.

32 AVO Affidavit at para 36.

% Third Report at para 21,
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Further, the Monitor has opined that the Sale Procedures would result in a robust Sale
Process, which could be run fairly and reasonably and this Court has twice found that the

Sale Procedures were fair and reasonable in the circumstances.>*

In accordance with the Court-approved Sale Procedures, the CCAA Parties are
proceeding to implement the Secured Noteholder Credit Bid made pursuant to the

Purchase Agreement and to seek Court approval of the same.*®

(i)  The Monitor approves of the Transaction

The Monitor is supportive of the Transaction and is satisfied sufficient effort was made to
get the best price for the Purchased Assets and that further marketing efforts are not

required.*®

(ili) The CCAA Parties' creditors were consulted and there was no
unfairness in the Sale Procedures

The CCAA Parties and their advisors consulted with the First Lien Lenders and the Ad
Hoc Committee of Secured Noteholders and their respective advisors when developing

and conducting the Sale Procedures.’’

As the First Lien Lenders were not intending to participate in the Sale Procedures as a
bidder, the Sale Procedures provided that the Agent and its legal and financial advisors
would be provided on a confidential basis with such additional information and
disclosures regarding the Sale Procedures as they may request. As a result, the CCAA
Parties kept the First Lien Lenders apprised of the progress and status of the Sale

Procedures and the First Lien Lenders are supportive of the Transaction.®

The CCAA Parties are not aware of any allegations by any party that the Sale Procedures

are viewed as unfair or that they were conducted improvidently.

3 AVO Affidavit at paras 8-10; Third Report at para 24.
3 AVO Affidavit at para 40.

36 AVO Affidavit at paras 25-47; Third Report at para 39,
3 Initial Order Affidavit at paras 85, 90.

3 AVO Affidavit at para 48.
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(iv)  The Transaction will have a positive effect on the CCAA Parties'
creditors and the consideration for the Purchased Assets is reasonable
and fair '

41.  The Secured Noteholder Credit Bid is fair and reasonable and represents fair market

value in the circumstances for the assets being sold.*

42,  In light of the offers received in the Court-approved Sale Procedures, the First Lien
Lenders and the Ad hoc Committee of Secured Noteholders are the only creditors with an
economic interest in the CCAA Parties and the First Lien Lenders are supportive of the
CCAA Parties entering into the Purchase Agreement and moving forward with closing

the Transaction.*

43.  The Transaction will result in economic recovery to the First Lien Lenders, the Secured
Noteholders and any priority creditors. In addition, the Transaction contemplates new
employment for all or substantially all of the CCAA Parties' employees, a stable
ownership structure for the businesses of the CCAA Parties and continued business
opportunities for the CCAA Parties' customers and suppliers. Further, as evidenced by
the CCAA Parties attempts to restructure pursuant to the Arrangement Proceedings, there
is no other reasonable alternative solution available that would provide for better

recovery.*!

v) The Mechanics of the Transaction are valid in accordance with
corporate law

44.  Pursuant to section 3.5 of the Purchase Agreement, if directed by the Buyer and permitted
under Applicable Law at or prior to Closing, the CCAA Parties will undertake any
reorganization, transactions or actions directed by the Buyer in order to maximize Tax

Pools that may be utilized by the Buyer.*”

45.  These actions may include, but are not limited to: (i) amending the partnership
agreements of the Partnerships in order to provide for an assumption by LTS of ali of the

liabilities of the Partnerships on dissolution of the Partnerships, which shall be deemed to

% Third Report at para 39.

* AVO Affidavit at para 48,

*l AVO Affidavit at paras 45, 47, 48.

2 Supplemental Affidavit of Peter D. Scott sworn December 5, 2016 (the "Supplemental Affidavit") at para 8.
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be a payment and discharge of the debts and liabilities of the Partnerships to persons who
are not partners; (ii) 1863359 and 1863360 will subséquently transfer their 0.01% interest
in the Partnerships to LTS for $1 and the assumption of all liabilities related thereto;*
and (iii) the Partnerships will be dissolved by operation of law given each Partnership
will only have one partner, LTS.*

These steps are required to conduct the Transaction in a tax efficient manner to maximize

Tax Pools (as defined in the Purchase Agreement) that may be utilized by the Buyer.45

B. The Stay Extension and Sealing Order should be granted
1. The Stay Extension

The Stay Period in these proceedings expires on December 16, 2016. The CCAA Parties
are seeking an extension of the Stay Period to and including May 31, 2017.%

Section 11.02(2) of the CCAA gives the Court discretion to grant or extend a stay of
proceedings. Specifically, section 11.02(2) provides:*’

(2) A court may, on an application in respect of a debtor company other than an
initial application, make an order, on any terms that it may impose,

(a) staying, until otherwise ordered by the court, for any period that
the court considers necessary, all proceedings taken or that might
be taken in respect of the company under an Act referred to in

paragraph 1(a);

(b) restraining, until otherwise ordered by the court, further
proceedings in any action, suit or proceeding against the
company; and

(© prohibiting, until otherwise ordered by the court, the
commencement of any action, suit or proceeding against the
company.

Pursuant to section 11.02(3) of the CCAA, to exercise its discretion to extend the stay of

proceedings, the Court must be satisfied that: (i) circumstances exist that make the order

* Supplemental Affidavit at para 8.

* Roderick I'Anson Banks, ed, Lindley & Banks on Partnership, 19" ed (London, UK: Sweet & Maxwell, 2010) at 11 at TAB 5.
4 AVO Affidavit at para 46.

6 AVO Affidavit at para 4; Third Report at para 68,

T CCAA, s 11.02(2) at TAB 3.



[

50.

51.

-13 -

appropriate; and (ii) the CCAA Parties have acted, and are acting, in good faith and with
due diligence during the CCAA proceedings.48

i) The CCAA Parties have acted in good faith and with due dlllgence
since the granting of the Initial Order

Since the date of the Initial Order, the CCAA Parties have acted, and continue to act, in
good faith and with due diligence in pursuing the Sale Procedures, cooperating with the
Monitor and in dealing with all of its stakeholders, including creditors, employees and

suppliers.*”

Since the First Stay Extension Order was granted, the CCAA Parties have taken

significant steps to advance these proceedings, including, but not limited to:*°

€)) continuing to work with the Monitor and providing the Monitor with full
cooperation and complete access to their property, premises and books and

records;

(b) implementing procedures for the monitoring of their operations and financial

circumstances, including receipts and disbursements;
(c) communicating with stakeholders, including creditors, customers and employees;

(d) advancing the Oppression Litigation, including advancing the hearing on
November 15 and 16, 2016 of the Threshold Issues;

(e) carrying out the Sale Procedures in accordance with the Initial Order;

§3) negotiating and executing the Purchase Agreement for the sale of the Purchased

Assets;

() continuing to manage the business and operations of the CCAA Parties in the

ordinary course; and

“® CCAA, 511.02(3) at TAB 3.
*° Third Report at paras 15, 70.
% AVO Affidavit at para 18; Third Report at paras 13-15.
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(h) continuing to work with the Monitor to implement and carry out the Claims

Process.

(ii) The purpose of the extension

A stay extension is appropriate in the circumstances as the requested extension will allow

the CCAA Parties to advance the following initiatives:*

(a) close the Transaction;
(b) conclude the Claims Process;

(c) transition from debtor-directed proceedings under the supervision of the Court
and the Monitor to proceedings directed by the Monitor exercising enhanced

powers under the supervision of the Court; and

(d) continue to cooperate with the Monitor to allow the Monitor to conduct an orderly

wind-down of the remainder of the CCAA Parties’ businesses and operations.

The stability of a stay of proceedings is necessary in order to close the Transaction.*

The Monitor, the First Lien Lenders and the Ad Hoc Committee of Secured Noteholders
are subportive of the extension of the stay period to and including May 31, 2017.%

The Third Report includes the CCAA Parties' revised cash flow forecast which
demonstrates that, subject to the underlying assumptions contained therein, the CCAA
Parties will have sufficient funds with the Wind-Down Amount to continue their
operations and fund these CCAA proceedings through May 31, 2017.%*

2, The Sealing Order

In addition to extending the Stay Period, the proposed Stay Extension and Sealing Order

the Third Ranart r‘afnr‘ }Inv]nml\nv
WIC p1iniu RNUpPULL Udicu Uveiiivos

30, 2016 and Exhibit "E" to the AVO Affidavit (collectively, the "Confidential

51 AVO Affidavit at para 20.

52 Third Report at para 69.

3% AVO Affidavit at para 28; Third Report at para 69.
* Third Report at para 69.
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Information") due to the confidential and commercially sensitive nature of their
contents.> The sealing of the Confidential Information is necessary and justified in order
to support the fairness and integrity of the bid process and to abide by the conditions of
the Settlement Agreement.

@) Sealing Orders are commonly granted in these situations

It is common for judges in Canadian insolvency proceedings to grant sealing orders to
protect confidential information related to bids, sales agreements and purchase prices,
because of the commercial sensitivity of such evidence.>® Disclosure of such information
could harm stakeholders and the integrity of the Sale Process, and may prejudice any
continuation of the Sale Process which may need to occur if a proposed transaction does
not close. Sealing the Confidential Supplement to the Third Report protects the integrity
of the Sale Procedures and the Transaction. Numerous courts have reached these

conclusions and granted sealing orders in similar cases.

(ii) The legal test for a Sealing Order

This Honourable Court's authority to grant a sealing order is clearly provided for in Part
6, Division 4 of the Rules of Court. A sealing order may be granted where: (i) such an
order is necessary to prevent serious risk of harm to an important interest because
reasonable alternative measures will not prevent the risk; and (ii) the salutary effects of
the order outweigh its deleterious effects, including the effects on the right to free
expression, which includes public interest in open and accessible court proceedings.’’

Each of those requirements has been met in this case.

(iii) The Sealing Order is necessary to prevent serious risk of harm

With respect to the first part of the test, in determining whether the confidentiality order

is necessary, there must be a real and substantial risk of harm, well grounded in evidence

that poses a serious threat to the commercial interest in question.*®

5 AVO Affidavit at para 4.
% See for example Target Canada Co (Re), 2015 ONSC 1487 at paras 26-30 at TAB 6; Comsto_ck Canada Ltd (Re), 2014 ONSC 493 at para 16 at

TAB 7.

3! Sierra Club of Canada v Canada (Minister of Finance), 2002 SCC 41 at para 53, ["Sierra Club"] at TAB 8.
%8 Sierra Club at paras 56, 60 at TAB 8.
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UPON THE APPLICATION of Sanjel Corporation, Sanjel Canada Ltd., Terracor
Group Litd., Suretech Group Ltd., Suretech Completions Canada Ltd., Sanjel Energy Services

(USA) Inc., Sanjel (USA) Inc., Suretech Completions (USA) Inc., Sanjel Capital (USA) Inc.,
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Terracor (USA) Inc., Terracor Resources (USA) Inc., Terracor Logistics (USA) Inc., Sanjel
Middle East Ltd, Sanjel Latin America Limited, and Sanjel Energy Services DMCC
(collectively, the "Applicants" or the "Sanjel Group"); AND UPON having read the
Application filed September 20, 2016, the Affidavit of Paul J. Crilly sworn on September 20,
2016 (the "Crilly Affidavit No. 10"), the Twelfth Report of PricewaterhouseCoopers Inc., the
Court-appointed Monitor of the Applicants (the "Monitor"), and the pleadings and proceedings
in this Action, including the Initial Order granted on April 4, 2016 (the "Initial Order"), the
Order of the Honourable Madam Justice B. E. Romaine, dated May 2, 2016, the Order of the
Honourable Madam Justice J. Strekaf dated July 13, 2016, and the Order of the Honourable
Madam Justice B. E. Romaine dated August 31, 2016, all filed; AND UPON hearing the
submissions of counsel for the Applicants, counsel for the Monitor and counsel for other

interested parties;

IT IS HEREBY ORDERED AND DECLARED THAT:

DEFINED TERMS

L. Capitalized terms not defined herein shall have the meanings ascribed to them in the
Initial Order of this Court in these proceedings dated April 4, 2016 (the "Initial Order"),

SERVICE

2, The time for service of the notice of application for this order is hereby abridged and
deemed good and sufficient and this application is properly returnable today.

DIRECTORS' CHARGE

3. The Directors' Charge shall not be discharged and the funds being held back by the
Monitor in relation to the Directors' Charge shall not be distributed, until the Monitor has
completed a claims process with respect to all claims and potential claims against the
directors and officers of the Sanjel Group that could result in claims against the Directors'
Charge, or some other process as may he approved by the Court, providing for the

determination and resolution of such claims,
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TRANSITION: DISCHARGE OF CRO AND EXPANSION OF MONITOR'S POWERS

4,

Paragraphs 5 - 15 of this Order shall come into force and take effect upon the filing of a
Monitor's Certificate confirming same (the "Monitor's Transition Certificate"). The
Monitor shall have the authority and discretion to file the Monitor's Transition Certificate
as and when the Monitor deems it appropriate to do so, and the Monitor shall provide
timely notice of the filing of the Monitor's Transition Certificate to the Service List
established in these proceedings. Paragraphs 5 - 15 of this Order shall be of no force and

effect until the filing of the Monitor's Transition Certificate.
The CRO is hereby discharged.

On the evidence before the Court, the CRO has satisfied his obligations under and
pursuant to the terms of the Initial Order up to and including the date of his
discharge, and the CRO shall not be liable for any act or omission on his part
including, without limitation, any act or omission pertaining to the discharge of his
duties in the within proceedings, save and except for any liability arising out of any
gross negligence or willful misconduct on his part, or with leave of the Court.
Subject to the foregoing, any claims against the CRO in connection with the

performance of his duties are hereby stayed, extinguished and forever barred.

No action or other proceedings shall be commenced against the CRO in any way
arising from or related to his capacity or conduct as CRO, except with prior leave of

this Court on Notice to the CRO, and upon such terms as this Court may direct.

Nothing in this order shall derogate from the protections ordered with respect to the CRO
in paragraphs 26, 27, 28 and 29 of the Initial Order.

The expansion of the Monitor’s powers in respect of the Sanjel Group as set forth below
is hereby authorized and approved, on the terms and conditions set out herein. Nothing

in this Order shall derogate from the powers of the Monitor as provided for in the Initial

WSLEGAL\02268110037501676459 1 v4



[

[

[S——

-4

10.  In addition to the powers and duties of the Monitor set out in the Initial Order, without
altering in any way the limitations and obligations of the Sanjel Group as a result of these

proceedings, the Monitor be and is hereby authorized and empowered to:
(a) preserve, protect and maintain control of the Property, or any parts thereof;
(b) operate and carry on the Business including, without limitation:

(i) completing any transaction for the sale, use or monetization of the

Property; and

(i)  negotiating, developing and implementing a Plan or Plans on behalf of the

Sanjel Group;

(c) take all steps and actions the Monitor considers necessary or desirable in these

proceedings including, without limitation:

(1) entering into any agreements;

(i)  incurring obligations in the ordinary course of business;
(iif)  retaining or terminating employees or contractors;

(iv)  administering and winding-down all employee benefit plans of the Sanjel
Group and making and endorsing all filings related thereto (including,

without limitation, financial statements, tax returns and tax filings); and
(v)  ceasing to carry on all or any part of the Business;

(d) engage consultants, appraisers, agents, experts, auditors, accountants, managers,
counsel and such other persons from time to time and on whatever basis,
including on a temporary basis, to assist with the exercise of the powers and

duties conferred by this Order;

(e) oversee and direct the preparation of cash flow statements and fo assist in the

dissemination of financial and other information in these proceedings;

WSLEGALN02268 1\00375\16764591v4



[p——

—

PR

®

(2

(h)

-5-

receive, collect and take possession of all monies and accounts now owed or
hereafter owing to any one of the Sanjel Group, including proceeds payable

pursuant to a sale of Property;

execute, assign, issue and endorse documents of whatever nature in respect of any
of the Property, whether in the Monitor’s name or in the name and on behalf any
one of the Sanjel Group (including, without limitation, financial statements, tax

returns and tax filings);

take any and all actions regarding the corporate actions and governance of the

- Sanjel Group (“Governance Action”), including without limitation, authorizing

and effecting:

(i) amendments or updates to bylaws;

(i)  amendments to certificates of incorporation;

(iii)  merger or consolidation with any entity;

(iv)  changes to the jurisdiction of incorporation or formation;
(v)  dissolution and winding up of any Sanjel entity; and

(vi)  the removal or appointment of directors;

and any Governance Action so taken by the Monitor is hereby authorized without
requiring any further action or approval by the applicable entity in the Sanjel
Group's directors, former or existing shareholders or officers, In regard to any
Governance Action taken on behalf of any member of the Sanjel Group by the
Monitor, all applicable regulatory or governmental units or agencies are hereby
directed to accept any such certificates or other documents filed by the Monitor

and take all steps necessary or appropriate to allow and effect the Governance

Action in question;

in the event of the dissolution and winding up of any member of the Sanjel Group,

execute, acknowledge and file all necessary or appropriate certificates or other
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documents with the appropriate governmental agency or unit on behalf of such
Sanjel Group entity and to make and take any other action necessary or
appropriate to effect such dissolution and wind-up of each such entity and to
withdraw such entity from qualification in any jurisdiction it is qualified to do
business, including without limitation, the execution and filing of certificates of
dissolution and the payment of any associated filing fees and state taxes and the
filing of any tax returns deemed necessary or appropriate (and the payment of

related taxes) on behalf of such entity;

initiate, prosecute, make and respond to applications in, and continue the
prosecution of any and all proceedings on behalf of or involving the Sanjel Group
(including the within proceedings) and settle or conypromise any proceedings or
claims by or against the Sanjel Group. For greater certainty, such authority shall
include the ability to represent the Sanjel Group in any negotiations or mediation
with respect to such claims by or against the Sanjel Group. The authority hereby
conveyed shall extend to such appeals or applications for judicial review in

respect of any order or judgment pronounced in any such proceedings;
exercise any rights which the Sanjel Group may have;
provide instruction and direction to the advisors of the Sanjel Group;

exercise any rights or authority granted to the CRO in the Initial Order or

otherwise in these proceedings;
make any distribution or payments required under any Order in these proceedings;

apply to the Court upon notice as required under the Bankruptcy and Insolvency
Act, R.S.C. 1985, ¢, B-3, as amended, and where the Court is of the opinion on the
making of such an application that it is proper and in the best interests of the
estate, to assign the Applicants into bankruptcy or obtain a bankruptcy order
against the Applicants. Nothing in this Order shall prevent the Monitor from

acting as Trustee in Bankruptcy of any of the Sanjel Group; and
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(p)  to perform such other duties or take any steps reasonably incidental to the
exercise of such powers and obligations conferred upon the Monitor by this Order

or any other order of this Court.

No provision in this Order is intended to appoint the Monitor as an officer, director or
employee of any of the Sanjel Group or to create a fiduciary duty to any party including,
without limitation, any creditor or shareholder of the Sanjel Group. Additionally, nothing
in this Order shall constitute or be deemed to constitute the Monitor as a receiver,
assignee, liquidator, or receiver and manager of any of the Sanjel Group and any
distribution made to creditors of the Sanjel Group will be deemed to have been made by

the Sanjel Group.

The Sanjel Group and its current and former shareholders, officers, directors, agents and
representatives shall fully co-operate with the Monitor in the exercise of its powers and

discharge of its duties and obligations under this Order or any other Order of the Court.

The Monitor will provide regular reports and updates to the Court and the Secured
Lending Syndicate from time to time with respect to its performance, or the exercise of,

its additional powers, duties, rights and obligations as provided and set out in this Order,

The Monitor is hereby authorized and empowered to apply to any court, tribunal,
regulatory or administrative body, in any foreign jurisdiction, for the recognition of this
Order and for assistance in carrying out the terms of this Order, including in the United
States pursuant to Chapter 15 of the U.S. Bankruptcy Code, and to take such actions
necessary or appropriate in furtherance of the recognition of these proceedings in any

such jurisdiction,

The Monitor shall continue to have the benefit of all of the protections and priorities as
set out in the Initial Order and any such protections and priorities shall apply to the
Monitor in fulfilling its duties under this Order or in carrying out the provisions of this
Order.
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16. This Court hereby requests the aid and recognition of any court, tribunal, regulatory or

administrative body having jurisdiction in Canada or outside Canada, to give effect to this

s

<00t the terms of this Order.

Order and to assist the Monitor and its agents in carr,y.i.l}
7
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I hereby certity this 10 be a true copy of
the original____otler

Dated this_2 T day of

COURT FILE NUMBER
COURT

JUDICIAL CENTRE
APPLICANTS

DOCUMENT

ADDRESS FOR SERVICE AND
CONTACT INFORMATION OF
PARTY FILING THIS DOCUMENT

DATE ON WHICH ORDER WAS
PRONOUNCED:

LOCATION WHERE ORDER WAS
PRONOUNCED:

NAME OF JUSTICE
WHO MADE THIS ORDER:

1601-01675

COURT OF QUEEN'S BENCH OF ALBERTA
CALGARY

IN THE MATTER OF THE COMPANIES'
CREDITORS ARRANGEMENT ACT, R.S.C.
1985, ¢. C-36, as amended

AND IN THE MATTER OF A PLAN OF
ARRANGEMENT OF ARGENT ENERGY
TRUST, ARGENT ENERGY (CANADA)
HOLDINGS INC. and ARGENT ENERGY
(US) HOLDINGS INC.

ORDER (STAY EXTENSION AND OTHER
RELIEF)

BENNETT JONES LLP
Barristers and Solicitors
4500 Bankers Hall East
855 — 2 Street SW
Calgary, Alberta T2P 4K7

Attention: Kelsey Meyer / Sean Zweig
Telephone No.: 403.298.3323 / 416.777.6254
Fax No.: 403.265.7219/ 416.863.1716

Client File No.: 68859.14

Monday, June 27, 2016
Calgary Courts Centre

The Honourable Mr, Justice D.B. Nixon

UPON the application of Argent Energy Trust (the "Trust"), Argent Energy (Canada)
Holdings Inc. ("Argent Canada"), and Argent Energy (US) Holdings Inc. ("Argent US", and

WSLEGAIN68859\00014\13695788v4




——

-7 -

together with the Trust and Argent Canada, the "Applicants" or "Argent"); AND UPON having
read the Application, the Affidavit No. 4 of Sean Bovingdon sworn June 17, 2016 (the
"Bovingdon Affidavit No. 4"), the Third Report of FTI Consulting Canada Inc., the Court-
appointed Monitor of the Applicants (the "Monitor"), and the Brief of the Applicants, all filed;
AND UPON hearing the submissions of counsel for the Applicants, counsel for the Monitor,
counsel for the Syndicate (as defined in the Affidavit of Sean Bovingdon sworn February 16,

2016), and counsel for other interested parties;
IT IS HEREBY ORDERED AND DECLARED THAT:

1. Service of this Application and supporting documents is hereby declared to be good and
sufficient, the time for notice is hereby abridged to the time provided, and no other

petson is required to have been served with notice of this Application.

2. Capitalized terms not otherwise defined herein shall have the meanings as defined in the

Affidavits of Sean Bovingdon sworn and filed in these proceedings.

Stay Extension

3. The Stay Period as ordered and defined in paragraph 2 of the Initial Order filed February
17,2016 and as extended pursuant to the Order (Stay Exténsion) granted on May 6, 2016,
is hereby extended until and including August 31, 2016.

Distribution of Net Proceeds of the Transaction

4. The Monitor's intended actions in distributing the net proceeds of the Transaction that are
attributable to the rolling stock and the leasehold interests of Argent US to the Syndicate,
in accordance with the Order (Interim Distribution) granted herein on May 10, 2016, are

hereby approv_éd.

Expansion of the Monitor's Powers With Respect to the Trust

5. . The expansion of the Monitor’s powers in respect of the Trust as set forth below is

hereby authorized and approved, effective June 30, 2016, on the terms and conditions set

WSLEGAL\068859\00014\13695788v4



s

A ——

-3

out herein. Nothing in this Order shall derogate from the powers of the Monitor as
provided for in the Initial Order or the CCAA.

6. In addition to the powers and duties of the Monitor set out in the Initial Order and the

CCAA, and without altering in any way the limitations and obligations of the Trust as a

result of these proceedings, the Monitor be and is hereby authorized and empowered to:

(a)

(b)

(©

@

(e
®
)

(h)

~
e
-

preserve, protect and maintain control of the property of the Trust (the

"Property"), or any parts thereof;

oversee and direct the preparation of cash flow statements and to assist in the
dissemination of financial and other information in these proceedings with respect

to the Trust;

receive, collect and take possession of all monies and accounts now owed or
hereafter owing to the Trust, including proceeds payable pursuant to a sale of

Property;

execute, assign, issue and endorse documents of whatever nature in respect of any
of the Property, whether in the Monitor’s name or in the name and on behalf of

the Trust;

- exercise any rights which the Trust may have;

provide instruction and direction to the advisors of the Trust;

make any distribution or payments by the Trust required under any Order in these

proceedings;
assign the Trust into bankruptcy; and

to perform such other duties or take any steps reasonably incidental to the
exercise of such powers and obligations conferred upon the Monitor by this Order

or any further Order of this Court.
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7. The Monitor is directed to assign the Trust into bankruptcy at such time as the Monitor
deems appropriate.
8. No provision in this Order is intended to appoint the Monitor as an officer, director or

employee of the Trust. Additionally, nothing in this Order shall constitute or be deemed
to constitute the Monitor as a receiver, assignee, liquidator, or receiver and manager of
the Trust and that any distribution made to creditors of the Trust will be deemed to have

been made by the Trust.

9. The Monitor shall continue to have the benefit of all of the protections and priorities as
set out in the Initial Order and the CCAA, and any such protections and priorities shall

apply to the Monitor in fulfilling its duties under this Order or in carrying out the

NG Mixon ”

The Honourable Mr. Justice B, Nixon
J.C.C.QB.A.

provisions of this Order.
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