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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE
------------------------------------------------------------ x
In re
:
:
CHISHOLM OIL AND GAS OPERATING, :
LLC, et al.,
:
:
Debtors.1
------------------------------------------------------------ x

Chapter 11
Case No. 20–11593 ( )
(Joint Administration Requested)

DECLARATION OF MATTHEW J. HENRY IN SUPPORT OF
DEBTORS’ CHAPTER 11 PETITIONS AND FIRST DAY RELIEF
I, Matthew J. Henry, pursuant to section 1746 of title 28 of the United States Code,
hereby declare that the following is true to the best of my knowledge, information, and belief:
1.

I am a Managing Director with Alvarez & Marsal North America, LLC

(together with its subsidiaries and affiliates, “A&M”), a global restructuring advisory firm and
restructuring advisors for the debtors in the above-captioned chapter 11 cases, as debtors and
debtors in possession (collectively, the “Debtors,” “Chisholm,” or the “Company”).
2.

I have more than 15 years of corporate restructuring and financial advisory

experience advising companies in distressed, transactional, and bankruptcy situations. I have
worked with clients across a wide range of industries, including energy, retail, wholesale,
manufacturing, media, and real estate. I received my MBA from the W.P. Carey School of
Business at Arizona State University and my bachelor’s degree in finance from the University of
Nevada.
3.

On March 2, 2020, A&M was retained to advise and assist the Company

with, among other things: evaluation of the Company’s business plan and cash flow forecast,

The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification
number, as applicable, are Chisholm Oil and Gas Operating II, LLC (8730); Chisholm Oil and Gas Operating, LLC
(5382); Cottonmouth SWD, LLC (9849); Chisholm Oil and Gas Nominee, Inc. (1558); and Chisholm Oil and Gas
Management II, LLC (8174). The Debtors’ mailing address is 1 West Third Street, Suite 1700, Tulsa, OK 74103.
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development of a 13 week cash flow forecast, liquidity and vendor management, and certain
financing issues.
4.

On June 17, 2020 (the “Petition Date”), the Company commenced

with the Court voluntary cases (the “Chapter 11 Cases”) under chapter 11 of title 11 of the
United States Code (the “Bankruptcy Code”). Since A&M’s retention, members of the A&M
team have worked extensively with Chisholm on various aspects of its business and assisted with
Chisholm’s preparation for the filing of these Chapter 11 Cases. I have been involved in
reviewing and developing the resulting analyses performed in support of the areas relevant to
A&M’s retention, and have become knowledgeable about and familiar with the Debtors’ dayto-day operations, business, and financial affairs and the circumstances leading to the
commencement of the Chapter 11 Cases.

I submit this declaration (the “Declaration”) in

support of the Debtors’ voluntary petitions for relief and the motions and applications that the
Debtors have filed with the Court, including the “first-day” pleadings (the “First Day
Pleadings”).
5.

I am authorized to submit this Declaration on behalf of the Debtors. Except

as otherwise indicated herein, the facts in this Declaration are based upon my personal knowledge,
my review of relevant documents, information provided to me by employees of the Debtors or
A&M, or my observations based upon my experience, knowledge, and information concerning the
Debtors’ operations and financial condition, or my discussions with the Company’s restructuring
advisors – Weil, Gotshal & Manges LLP, Evercore Group L.L.C., A&M, and Young Conaway
Stargatt & Taylor, LLP (collectively, the “Advisors”). If called upon to testify, I would testify
competently to the facts set forth in this Declaration.
6.

This Declaration is organized into six sections. Section I provides an

overview of the Company and these Chapter 11 Cases.
2
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information on the Company’s business. Section III provides information on the Company’s
organizational and capital structure. Section IV describes the events leading to the commencement
of the Chapter 11 Cases. Section V summarizes the Debtors’ proposed use of cash collateral.
Section VI summarizes the relief requested in, and the legal and factual bases supporting, the First
Day Pleadings.
I.
7.

Overview

Chisholm is an exploration and production company focused on acquiring,

developing, and producing oil and natural gas assets in the Anarkado Basin in Oklahoma in an
area commonly referred to as the Sooner Trend Anadarko Basin Canadian and Kingfisher County
(the “STACK”). As described in more detail below, a combination of operational issues and a
decline in commodity prices pushed the Company to evaluate options with respect to its current
capital structure and diminishing near-term liquidity. Consequently, the Company hired the
Advisors to explore ways to inject new capital into the business and/or to restructure the
Company’s debt obligations. After considering all options available to the Company and engaging
in strategic discussions with the Company’s key stakeholders, the Company decided that the best
path forward would be to commence these Chapter 11 Cases to effectuate a partial equitization of
the Company’s funded debt obligations and a distribution of take-back debt, coupled with
availability of new working capital through the funding of an exit financing facility.
8.

After extensive negotiations, Chisholm executed a restructuring support

agreement (the “RSA”), a copy of which is attached hereto as Exhibit A, with (i) its lenders under
the RBL Agreement (as defined below) (the “Consenting Creditors”), which hold 99.6% of the
claims arising under the RBL Agreement, and (ii) Chisholm Oil and Gas, LLC and Gastar Holdco
LLC (collectively, the “Consenting Sponsors”), which indirectly hold 100% of the outstanding
equity interests in the Company. The RSA establishes the foundation of a chapter 11 plan that will
3
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allow the Company to emerge from these Chapter 11 Cases as a stronger company and to continue
as a going concern. The RSA contemplates, among other things, a plan that restructures the
Company’s balance sheet and provides general unsecured creditors and existing equity holders
with the opportunity to receive a distribution in exchange for their consent to the restructuring.
9.

Pursuant and subject to the terms of the RSA, the Consenting Creditors and

Consenting Sponsors agreed to vote in favor of and support confirmation of a plan of
reorganization (the “Proposed Plan”) embodying the restructuring transaction described in the
restructuring term sheet attached to the RSA as Exhibit A (the “Restructuring Transaction”).
The Restructuring Transaction will allow the Debtors to emerge from these Chapter 11 Cases
substantially de-levered from approximately $517 million in prepetition funded debt and with
additional working capital.
10.

The Restructuring Transaction will adjust the Company’s balance sheet by

(i) replacing a portion of the claims under the RBL Agreement (as defined below) (the “RBL
Claims”) with new debt in the form of a first-lien second-out exit facility, 2 (ii) equitizing the
remaining RBL Claims, (iii) either equitizing or cancelling the claims under the Term Loan
Agreement (as defined below) (the “Term Loan Claims”), and (iv) cancelling existing equity
interests. The Restructuring Transaction offers a distribution in the form of equity and warrants
to the holders of allowed Term Loan Claims, holders of allowed general unsecured claims, and
holders of equity interests in Chisholm Oil and Gas Operating II, LLC (“Operating II”) if such
classes of claims and interests vote in favor of the Proposed Plan. The Restructuring Transaction
will also provide the Company with access, upon emergence, to a new reserve based lending

2

Sized at 1.5x annualized corporate EBITDAX calculated at exit, in an amount not to exceed $40 million.
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facility to be used for working capital and other general corporate purposes in an amount to be
determined prior to the approval of a disclosure statement by the Court.
11.

The Restructuring Transaction offers the Company the opportunity to take

advantage of an approximately three month chapter 11 process to implement a balance sheet
restructuring that addresses the Company’s near-term liquidity and strengthens the Company’s
balance sheet through a significant de-leveraging, while allowing business operations to go
forward on an ordinary-course-basis. This will enable the Company to maximize the value of its
assets for all stakeholders and emerge from these Chapter 11 Cases positioned for growth and
success.
II.
A.

Debtors’ Business

Debtors’ Operations
12.

Prior to the Company’s formation, Robert Zinke—a successful oil and gas

prospector with 43 years E&P experience—worked with Apollo Global Management LLC
(“Apollo”), by and through certain of its affiliates, to identify oil and gas investment
opportunities. Ultimately, Apollo and Mr. Zinke identified approximately 53,000 acres located in
the STACK play near Kingfisher County, Oklahoma owned by Staghorn Petroleum, LLC
(“Staghorn”). On March 22, 2017, Apollo and Mr. Zinke formed Chisholm Oil and Gas, LLC
(one of the Consenting Sponsors) and purchased the Staghorn assets. Thereafter, Chisholm
continually expanded its acreage through incremental bolt-on and strategic acquisitions.
13.

One such acquisition was Chisholm’s merger with Gastar Exploration LLC

(“Gastar”), an exploration and production company that held STACK assets and was owned by
Ares Management, LLC (“Ares”) by and through certain of its affiliates. In 2018, Gastar
commenced voluntary cases under chapter 11 of the Bankruptcy Code. Chisholm had been

5
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interested in Gastar’s assets prior to its restructuring. After Gastar’s emergence from chapter 11,
Chisholm and Gastar engaged in discussions regarding a potential acquisition.
14.

Beginning in March 2019 and continuing into summer 2019, Gastar and

Chisholm negotiated a transaction by which Gastar would contribute its assets to Chisholm and,
in return, Ares would receive a roughly 42% stake in the equity and 50% stake of control rights of
a new post-transaction Chisholm entity. On June 9, 2019, Gastar and Chisholm entered into the
Contribution Agreement, pursuant to which Chisholm and Gastar contributed substantially all of
their equity interests in their respective subsidiaries to the newly-formed entity, Chisholm Oil and
Gas Holdings, LLC (“Holdings”). On August 9, 2019, the parties entered into the Merger
Agreement, which transferred substantially all of Gastar’s assets to Chisholm Oil and Gas
Operating, LLC (“Operating”), which owns substantially all of the Debtors’ assets. In connection
with the aforementioned transaction, the Consenting Sponsors became the direct owners of
Holdings.
15.

The Company’s business activities are primarily focused on horizontal

development of oil and gas properties in the STACK. The Company’s revenue is generated
principally by the production and sale of oil, gas, and natural gas liquids from such properties. As
of the date hereof, Chisholm holds approximately 152,000 of highly contiguous net acres 3 of oil
and gas interests concentrated in Kingfisher County and employs 32 employees and, at any given
time, between 10 and 25 independent contractors. Chisholm maintains operational control over
approximately 90% of its reserves and contracts with various third parties for extractions at the
remaining 10% of its sites.

3

A “net acre” is a measure of an exploration and production company’s interests calculated by multiplying the total
acreage held by the company by the percentage interest the company holds in oil, gas, or other minerals on such
acreage.
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As of the Petition Date, 80% of the Company’s horizontal wells are

operating and 20% are still capped as a result of the economic and liquidity conditions discussed
below. During the pendency of these Chapter 11 Cases, the Company anticipates it will continue
to open wells until approximately 83% of the Company’s horizontal wells are operational.
Additionally, as of the Petition Date, the Company is not engaged in any drilling activities, and
does not anticipate in engaging in any drilling activities during the pendency of these Chapter 11
Cases.
17.

In addition to its oil and gas operations, the Company has salt-water disposal

capabilities developed through its wholly owned subsidiary Cottonmouth SWD, LLC
(“Cottonmouth”). Salt-water is a common byproduct of oil and gas extraction that must be
disposed of carefully in order to avoid environmental contaminations. Absent salt-water disposal
capabilities, oil and gas developers must contract with third parties for such services.
Cottonmouth’s salt-water disposal capabilities are currently non-operational.
7
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currently operational, Cottonmouth’s salt-water disposal services are highly synergistic with
Chisholm’s extraction operations. In-house salt-water disposal reduces the Company’s overall
costs and reliance on third party infrastructure while potentially providing an additional income
stream resulting from services rendered to third parties.
18.

Chisholm’s non-debtor affiliate, Chisholm Midstream, LLC, also holds a

35% equity stake in a midstream oil and gas gathering and transportation business, Great Salt
Plains Midstream Holdings, LLC (“GSPM”). GSPM provides the Company with essential
services to gather, transport, and process the Company’s produced oil and gas to bring it to market
for sale to the ultimate purchaser. Additionally, Operating holds certain profit interests, but no
capital interests, in GSPM. GSPM is not a debtor in these Chapter 11 Cases.
B.

Regulation of Debtors’ Business
19.

The Debtors’ operations are subject to various local, state, and federal laws

and regulations including those relating to the operation of drilling units, environmental protection,
and health and safety, and restrictions on oil and natural gas exploration and development.
III.
A.

Corporate and Capital Structure

Organizational Structure
20.

The Company consists of entities organized in Delaware. An illustration of

Chisholm’s organizational structure, as of the Petition Date, is attached hereto as Exhibit B.
Holdings, a non-Debtor in these Chapter 11 Cases, is the parent company that indirectly owns each
Debtor. Operating, which is the primary operating entity, is owned by Chisholm Oil and Gas
Operating, II and owns 100% of the equity interests in Cottonmouth and Chisholm Oil and Gas
Nominee, Inc. (“Nominee”). Chisholm Oil and Gas Management II, LLC (“Management”) is the
direct employer of all of the Company’s employees and is wholly directly and indirectly owned
by Chisholm Oil and Gas Management, LLC.
8
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Debtors’ Capital Structure
1.

Equity Ownership
21.

The Debtors are privately held companies. The Consenting Sponsors,

which are affiliates of Apollo and Ares, indirectly hold 100% of the Debtors’ equity through the
Consenting Sponsors’ direct ownership of Holdings.
2.

Prepetition Indebtedness
22.

As of the Petition Date, the Debtors have outstanding funded debt

obligations in the aggregate amount of approximately $517 million, which amount consists of
(i) approximately $263 million in secured borrowings under the Debtors’ RBL Agreement (as
defined below) and (ii) approximately $254 million in secured borrowings under the Debtors’
Term Loan Agreement (as defined below).
(a)

RBL Agreement

23.

Operating, as borrower, and Operating II are parties to that certain Credit

Agreement, dated as of March 21, 2017, with the lenders (the “RBL Lenders”) party thereto from
time to time, Citibank, N.A., as administrative agent (the “RBL Agent”), swingline lender and
issuing bank and Wilmington Trust, National Association, as collateral agent (the “RBL
Collateral Agent”) (as amended, restated, amended and restated, supplemented, or otherwise
modified from time to time, the “RBL Agreement”). As of the Petition Date, the RBL Agreement
provides for an up to $263 million revolving credit facility with a current borrowing base of $120
million. The RBL Agreement matures on March 21, 2022 and the obligations under the RBL
Agreement bear interest at specified margins over the base rate of 1.50% to 2.50% for ABR-based
loans or at specified margins over LIBOR of 2.50% to 3.50% for LIBOR-based loans, in each case,
based on utilization of the borrowing base of the RBL Agreement. Operating II, Cottonmouth,
and Nominee (collectively, the “Guarantors”) guaranteed the obligations of Operating under the
9
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RBL Agreement by entering into that certain Guarantee Agreement, dated as of March 21, 2017,
by and among Operating, the Guarantors, and the RBL Collateral Agent.
24.

The borrowing base under the RBL Agreement is redetermined semi-

annually, with the applicable RBL Lenders and Operating II each having the right to, in each case
no more than two times in any fiscal year, request an unscheduled redetermination between any
two consecutive semi-annual redeterminations.

The borrowing base takes into account the

estimated value of the Company’s oil and natural gas reserves, total indebtedness, and other
relevant factors consistent with customary oil and natural gas lending criteria. Advances under the
RBL Agreement are secured by liens on substantially all of the Company’s material properties and
assets, including the Company’s oil and gas properties. Specifically, obligations under the RBL
Agreement are secured pursuant to that certain Collateral Agreement (First Lien), dated as of
March 21, 2017 (as amended, restated, amended and restated, supplemented, or otherwise
modified from time to time, the “RBL Collateral Agreement”) and certain mortgages and deeds
of trust executed prior to the date hereof (in each case, as amended, restated, amended and restated,
supplemented, or otherwise modified from time to time, collectively, the “First Lien RBL
Mortgages”). Pursuant to the RBL Collateral Agreement, each of Operating and the Guarantors
granted a first-priority lien on substantially all of their property, including all accounts, cash,
chattel paper, commercial tort claims, deposit accounts (other than payroll, withholding tax and
other fiduciary deposit accounts), documents, general intangibles (including, without limitation,
rights in and under any swap agreements), goods (including all inventory and equipment), pledged
securities, and proceeds of any collateral, and pursuant to the First Lien RBL Mortgages, Operating
and the Guarantors granted a first-priority lien on oil and gas properties constituting at least 99%
of the value of the oil and gas properties evaluated in the recently delivered reserve report dated

10
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as of December 31, 2019, in each case, in favor of the RBL Collateral Agent, for the benefit of the
RBL Lenders and certain other secured parties.
25.

As of the Petition Date, the aggregate principal amount outstanding under

the RBL Agreement is approximately $263 million, including undrawn letters of credit, plus any
applicable interest, fees, and other amounts.
(b)

Term Loan Agreement

26.

Operating, as borrower, and Operating II are parties to that certain Term

Loan Agreement, dated as of March 21, 2017, with the lenders party thereto from time to time and
Wilmington Trust, National Association, as administrative agent and collateral agent (the “Term
Loan Agent”) (as amended, restated, amended and restated, supplemented, or otherwise modified
from time to time, the “Term Loan Agreement”). Pursuant to the Term Loan Agreement, the
Term Loan Lenders provided Operating term loans in an aggregate principal amount of $250
million. The Term Loan Agreement matures on March 21, 2024 and the obligations under the
Term Loan Agreement bear interest at (i) in the case of loans under the Term Loan Agreement
where interest is payable in cash, 8.00% over LIBOR and (ii) in the case of loans under the Term
Loan Agreement where up to 3.0% of interest is payable in kind, 8.50% over LIBOR. The Term
Loan principal has increased from $250 million to approximately $254 million, which includes
payment in kind interest that has been added to the principal as a result of the Company’s exercise
of a payable in kind election under the Term Loan Agreement.
27.

The Guarantors guaranteed the obligations of Operating under the Term

Loan Agreement by entering into that certain Guarantee Agreement (Second Lien), dated as of
March 21, 2017, by and among Operating, the Guarantors, and the Term Loan Agent. The
Borrower’s and Guarantors’ obligations under the Term Loan Agreement are secured pursuant to

11
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that certain Collateral Agreement (Second Lien), dated as of March 21, 2017 (as amended, restated,
amended and restated, supplemented, or otherwise modified from time to time, the “Term Loan
Collateral Agreement”) and certain mortgages and deeds of trust executed prior to the date hereof
(in each case, as amended, restated, amended and restated, supplemented, or otherwise modified
from time to time, collectively, the “Term Loan Mortgages”). Pursuant to the Term Loan
Collateral Agreement, each of Operating and the Guarantors granted a second-priority lien on
substantially all of their property, including all accounts, cash, chattel paper, commercial tort
claims, deposit accounts (other than payroll, withholding tax and other fiduciary deposit accounts),
documents, general intangibles (including, without limitation, rights in and under any swap
agreements), goods (including all inventory and equipment), pledged securities, and proceeds of
any collateral, and pursuant to the Term Loan Mortgages, Operating and the Guarantors granted a
second-priority lien on oil and gas properties constituting at least 99% of the value of the oil and
gas properties evaluated in the most recently delivered reserve report, in each case, in favor of the
Term Loan Agent and, for the benefit of the Term Loan Lenders and certain other secured parties.
28.

As of the Petition Date, the aggregate principal amount outstanding under

the Term Loan Agreement is approximately $254 million, plus any applicable interest, fees, and
other amounts.
29.

Pursuant to the terms of that certain Intercreditor Agreement, dated as of

March 21, 2017, between the RBL Agent, the RBL Collateral Agent, and the Term Loan Agent
(as amended, restated, amended and restated, supplemented or otherwise modified from time to
time, the “Intercreditor Agreement”), the security interests in, and liens upon, the Prepetition
Collateral that secure the Term Loan Agreement and the related guarantees are contractually

12
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subordinated to security interests in, and liens upon, the Prepetition Collateral that secure the RBL
Agreement and certain other permitted indebtedness.
C.

Governance
30.

Each Debtor, with the exception of Chisholm Oil and Gas Nominee, Inc., is

a member managed limited liability company. The Company is ultimately controlled by the board
of managers of Holdings. Additionally, the Debtors’ senior management team is comprised of the
following individuals:
Name
Michael Rigg...........................
Andrew Chodur .......................
Darrell Fuller ...........................

Position
Co-President and Chief Financial Officer
Co-President and Chief Operating Officer
Vice President of Corporate Administration

IV.

Events Leading to Commencement of Chapter 11 Cases

31.

The events leading to the Company’s Chapter 11 Cases started with certain

issues related to the nature of the Company’s assets in the STACK play. Prior to the Company’s
acquisition of oil and gas assets in this area, the initial wells drilled in such region were highly
productive, which caused a number of E&P companies (including eventually Chisholm) to begin
developing in the region and drilling their own wells. The region was viewed as an extremely
attractive shale play comparable to the Permian Basin in Western Texas and Southeastern New
Mexico. The financial models, asset valuations, extraction projections, and, ultimately, capital
structures of E&P companies in the region, including Chisholm, were developed based on these
initially productive wells and correspondingly inflated expectations.
32.

These projections, however, ultimately proved to be wrong. Subsequent

operations across the STACK revealed several factors that were unaccounted for in initial
assessments of the region. Accordingly, most, if not all, oil and gas producers in the STACK play
did not live up to projections and many experienced some level of financial distress or
13
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underperformance, as evidenced by recent chapter 11 filings of these operators, including Gastar,
White Star Petroleum, LLC, Alta Mesa Resources, Inc., and Chaparral Energy, Inc.
33.

After repeatedly missing engineers’ projections, Chisholm undertook a

careful examination of its operational model and leadership team to determine if it was strategically
positioned to optimize its STACK assets. As a result, Chisholm brought in a new engineering
team and engaged in a bottoms-up re-write of the Company’s financial projections and drilling
plan. The wells drilled under the oversight of the new engineering team were developed at lower
cost and provided greater and more efficient oil yields than the Company’s prior wells. Chisholm
expects to see continued improvements as it continues to refine its geological modeling and
targeting capabilities.
34.

Due to the Company’s liquidity issues, however, the Company has not yet

been able to implement its new drilling plan and for the past several months has focused its efforts
on developing a strategy to improve liquidity and restructure certain burdensome obligations. In
late 2019, the Company sought to increase the debt capacity under the RBL Agreement from $250
million to $300 million, but the Company’s efforts were largely unsuccessful with the Company
receiving an increase in capacity of approximately $13 million. As a result, the Company had
insufficient capital to continue developing its assets and was forced to cease drilling new wells,
relying instead on existing wells for revenue.
35.

In early 2020, Chisholm retained the Advisors to help analyze the best way

to recapitalize the Company, and started discussions with major stakeholders. Shortly thereafter,
the industry experienced a sharp reduction of demand for oil and a corresponding reduction in
commodity prices.

Then, with the onset and spread of the COVID-19 pandemic, oil and

commodity prices continued to drop. In early March 2020, a disagreement between Russia and

14
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Saudi Arabia led to a price war further reducing oil prices. Bilateral talks between Russia and
Saudi Arabia eventually led to an agreement between the countries and reduction in production in
an effort to stabilize oil prices. However, decreased demand and lack of storage facilities led to a
further reduction in price and negative oil prices for the first time in history on April 20, 2020.
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36.

The unprecedented reduction in oil prices further disrupted Chisholm’s

recapitalization efforts. Chisholm was forced to suspend its extraction operations and conduct
multiple reductions-in-force to preserve liquidity. Discussions among the Company and the
Advisors quickly pivoted towards more significant restructuring strategies and discussions with
the relevant stakeholders ensued. Shortly thereafter, the Company determined it did not have
sufficient liquidity to make its next interest payment due under the Term Loan Agreement and
therefore, on or about March 27, 2020, the Company decided not to make such interest payment
and elected to go into the five-day grace period under the Term Loan Agreement.

This

subsequently gave rise to events of default under both the Term Loan Agreement and RBL
Agreement. To prevent the exercise of remedies against the Company and its assets as a result of
the default and to provide the parties with sufficient runway to negotiate and document the
15
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Restructuring Transaction, with the assistance of the Advisors, Chisholm entered into that certain
Forbearance Agreement, dated April 7, 2020 (as subsequently amended or otherwise modified
from time to time, the “Forbearance Agreement”) with the RBL Agent and RBL Lenders party
thereto.
37.

Pursuant to the Forbearance Agreement, the RBL Lenders agreed to forbear

from the exercise of any rights and remedies available to them against the Debtors with respect to
certain events of default specified in the Forbearance Agreement, including with respect to the
missed interest payment under the Term Loan Agreement, failure to deliver a compliant audit with
respect to the fiscal year ended December 31, 2019, and failure to deliver a budget as required by
the RBL Agreement. As discussions progressed, the Forbearance Agreement was periodically
amended to, among other things, provide (i) additional time for the parties to reach an agreement
with respect to the Restructuring Transaction and (ii) for the repayment of the borrowing base
deficiency in six equal monthly installments pursuant to the terms of the RBL Agreement. The
Forbearance Agreement expired on June 14, 2020 and was replaced by a forbearance under the
terms of the RSA. The Forbearance Agreement and, subsequently, the RSA, also provided the
Company with relief to consensually monetize its oil hedging contracts and use such proceeds to
fund ongoing operating expenses and these Chapter 11 Cases, rather than pay down RBL Claims.
V.
38.

Debtors’ Need for Use of Cash Collateral

Pursuant to the Motion of the Debtors Pursuant to 11 U.S.C. §§ 105, 361,

362, 363, and 507, Fed. R. Bankr. P. 2002, 4001, 6003, 6004, and 9014, and Local Rules 4001-2
and 9013-1 for Entry of Interim and Final Orders (I) Authorizing Debtors’ Limited Use of Cash
Collateral; (II) Granting Adequate Protection to the First Lien Secured Parties; (III) Modifying
the Automatic Stay, (IV) Scheduling a Final Hearing; and (V) Granting Related Relief (the “Cash

16
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Collateral Motion”), 4 the Debtors request, among other things, (i) authority to use cash collateral,
as such term is defined in section 363(a) of the Bankruptcy Code (the “Cash Collateral”), and all
other Prepetition Collateral, solely in accordance with the terms of the proposed orders authorizing
the relief requested in the Cash Collateral Motion, (ii) authority to provide adequate protection to
the First Lien Agent, the First Lien Collateral Agent, and the other First Lien Secured Parties,
(iii) subject to entry of the Proposed Final Order, authority to grant adequate protection liens on
the proceeds and property recovered in respect of Avoidance Actions, (iv) modification of the
automatic stay imposed by section 362 of the Bankruptcy Code to the extent necessary to
implement and effectuate the terms and provisions of the proposed orders granting the relief
requested in the Cash Collateral Motion, and (v) subject to the entry of the Final Order, except to
the extent of the Carve Out, waiver of all rights to surcharge any Prepetition Collateral or Collateral
under sections 506(c) or 552(b) of the Bankruptcy Code.
A.

Cash Collateral Motion
39.

I am familiar with and was actively involved in, along with the Debtors’

other Advisors, the negotiation of the terms of the Debtors’ use of Cash Collateral and the adequate
protection proposed to be provided by the Debtors to the First Lien Agent, the First Lien Collateral
Agent, and the other First Lien Secured Parties in exchange for such use. The proposed use of
Cash Collateral is the product of arm’s-length and good faith negotiations between the Debtors
and the First Lien Secured Parties, and is in the best interest of the Debtors, their estates, and
stakeholders. The First Lien Agent and the First Lien Collateral Agent have consented to the
Debtors’ use of Cash Collateral in accordance with the terms and conditions provided for in the

4

Capitalized terms used but not otherwise defined in this section of the Declaration shall have the meanings ascribed
to such terms in the Cash Collateral Motion.
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Proposed Interim Order (and as will be incorporated in a Proposed Final Order). Pursuant to the
Intercreditor Agreement, the Second Lien Agent, on behalf of itself and other Second Lien Secured
Parties agreed that: (i) it will raise no objection to, will not contest, and is deemed to have
consented to the Debtors’ use of Cash Collateral, and (ii) it will not contest, or support any other
person contesting, any request by the First Lien Agent or any other First Lien Secured Party for
adequate protection in any form. 5
40.

As adequate protection to the First Lien Secured Parties for the Debtors’ use

of Cash Collateral and other Prepetition Collateral, the First Lien Secured Parties will receive
Adequate Protection Liens, Adequate Protection Claims, and Adequate Protection Payments (as
described in the Cash Collateral Motion), as well as a commitment by the Debtors to comply with
certain operational covenants and to pay the reasonable and documented fees and out-of-pocket
expenses of the First Lien Agent and First Lien Collateral Agent. In addition, the Debtors agreed
to certain reporting requirements and certain stipulations regarding the amount, validity,
enforceability, perfection, and priority of the claims and liens of the First Lien Secured Parties and
Second Lien Secured Parties.
41.

The Debtors are permitted to use Cash Collateral in compliance with the

Budget (subject to Permitted Deviations), which includes projected cash receipts and expenditures
for working capital, other general corporate purposes of the Debtors, and the payment of the costs
and expenses of administering these Chapter 11 Cases. I worked with the Debtors and their other
advisors to formulate the Budget, which was shared with and agreed upon by the First Lien Agent,
on behalf of the First Lien Secured Parties, and its advisors, and represents a reasonable forecast

5
The Debtors reserve all rights, and the Debtors do not agree that, the Second Lien Secured Parties have any interest
as to the Cash Collateral such that the Second Lien Secured Parties would have a consent right.
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of available cash and expenses to be incurred during the applicable period. The Debtors’ right to
use the Cash Collateral is subject to certain Termination Events (as defined in the Proposed Interim
Order). This includes, among other things, compliance with milestones in the Restructuring
Support Agreement, which I understand are reasonable and achievable.
42.

In addition, the Debtors negotiated a Carve Out and Carve Out Reserves for

professional fees during these Chapter 11 Cases to be used to pay the fees of the Clerk of the Court,
the United States Trustee, professionals retained by any Committee, and professionals retained by
the Debtors in these cases.
B.

Need for Access to Cash Collateral
43.

Based on my general experience in the restructuring industry and my

experience with the Debtors’ business, approval of the Debtors’ requested access to Cash
Collateral is necessary and appropriate to provide the Debtors with immediate access to liquidity.
44.

As discussed above, the Company’s liquidity has been strained by a

combination of operational issues coupled with a decline in commodity prices. Furthermore, with
the commencement of these Chapter 11 Cases, which are necessary to provide the Company with
relief to pursue a value-maximizing restructuring and reorganize as a going concern, the Company
will incur additional costs and expenses, further reducing the Company’s cash resources. The
Debtors negotiated and reached an agreement with the Consenting Creditors (as defined in the
Restructuring Support Agreement) to allow the Debtors to monetize the hedges and fund these
Chapter 11 Cases strictly pursuant to an agreed Budget and granting of the Interim Order. As of
the Petition Date, the Debtors have approximately $35 million of cash, all of which is subject to
liens pledged in favor of the First Lien Secured Parties and constitutes Cash Collateral.
45.

Based on the Company’s Budget, continued access to this Cash Collateral

is necessary to maintain operations in the ordinary course, ensure the viability of the Company,
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maintain the going concern value without significant deterioration to the detriment of all
stakeholders, and avoid liquidation. In addition, having access to Cash Collateral will allow the
Debtors to instill confidence in their critical customer base, employees, suppliers, and business
partners by assuring them that the Debtors will be able to continue operating “business as usual”
and otherwise pay their obligations as they come due after the Petition Date.
C.

Need for Immediate Relief
46.

An immediate and critical need exists for the Debtors to use Cash Collateral,

consistent with the terms of the Budget. Inability to use Cash Collateral, even for a short period
of time, would cause immediate and irreparable harm to the Debtors’ estates. The Debtors’ ability
to continue to use Cash Collateral is essential for the continued funding of operational and
administrative costs of these Chapter 11 Cases. Absent the use of Cash Collateral, for these
Chapter 11 Cases, the Debtors will be forced to liquidate, resulting in a significant deterioration in
the value. The relief requested in the Cash Collateral Motion preserves the value of the Debtors’
estates for the benefits of their stakeholders.
47.

I have reviewed the Debtors’ requests included in the Cash Collateral

Motion, including the terms of the Budget and, based on my experience, they are fair and
reasonable and reflect the Debtors’ exercise of prudent business judgment.
VI.
48.

First Day Pleadings

Below is an overview of the First Day Pleadings. The First Day Pleadings

seek relief intended to facilitate a smooth transition for the Debtors into these Chapter 11 Cases
and minimize disruptions to the Debtors’ business operations. Capitalized terms used but not
otherwise defined in this section of the Declaration shall have the meanings ascribed to such terms
in the relevant First Day Pleadings.
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Joint Administration Motion
49.

Pursuant to the Motion of Debtors for Entry of Order Directing Joint

Administration of Chapter 11 Cases (the “Joint Administration Motion”), the Debtors request
that the Court authorize the joint administration of their Chapter 11 Cases for procedural purposes
only. I believe that joint administration of these cases will save the Debtors and their estates
substantial time and expense because it would remove the need to prepare, replicate, file, and serve
duplicative notices, applications, and orders. Joint administration will also relieve the Court from
entering duplicative orders and maintaining duplicative files and dockets. Importantly, I do not
believe that joint administration will adversely affect the substantive rights of any parties in interest
because the administrative consolidation of the estates would only be for procedural purposes.
Based on the foregoing, I believe that the relief requested in the Joint Administration Motion
should be approved.
B.

Omni Retention Application
50.

Pursuant to the Application of Debtors for Appointment of Omni Agent

Solutions, Inc. as Claims and Noticing Agent (the “Omni Retention Application”), the Debtors
request that the Court appoint Omni Agent Solutions, Inc. (“Omni”) as claims and noticing agent
in the Debtors Chapter 11 Cases, in accordance with the terms and conditions of that certain
Engagement Agreement dated May 22, 2020, by and between Operating and Omni, effective as of
the Petition Date.

Omni’s duties will include preparing and serving required notices and

documents in these Chapter 11 Cases in accordance with the Bankruptcy Code and the Bankruptcy
Rules in the form and manner directed by the Debtors and the Court.
51.

I understand Omni is comprised of leading industry professionals with

significant experience in both the legal and administrative aspects of large, complex chapter 11
cases. I believe that Omni’s professionals have experience in noticing, claims administration,
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solicitation, balloting, and facilitating other administrative aspects of chapter 11 cases and that
Omni’s rates are competitive and reasonable given Omni’s quality of services and expertise. In
view of the number of anticipated claimants in these Chapter 11 Cases, the Debtors submit that
the appointment of a claims and noticing agent is required by Local Rule 2002-1(f) and is otherwise
in the best interests of the Debtors’ estates. Based on the foregoing, I believe that the relief
requested in the Omni Retention Application should be approved.
C.

Cash Management Motion
52.

Pursuant to the Motion of Debtors for Entry of Interim and Final Orders (I)

Authorizing Debtors to (A) Continue Using Existing Cash Management System and Check Stock
and (B) Honor Certain Related Obligations, (II) Extending Time to Comply with Requirements of
11 U.S.C. § 345(b), and (III) Granting Related Relief (the “Cash Management Motion”), the
Debtors request that the Court (i) authorize the Debtors to (a) continue using their existing Cash
Management System, including through the continued maintenance of their Bank Accounts at the
existing Banks and check stock, consistent with the Debtors’ prepetition practices and (b) honor
certain obligations related to the Cash Management System, (ii) grant an extension of the time to
comply with certain requirements of section 345(b) of the Bankruptcy Code, and (iii) grant related
relief.
53.

I understand that the Debtors support their operations by using the Cash

Management System to collect, concentrate, and disburse funds generated by the production and
sale of crude oil and natural gas, as well as to collect funds received from royalty and operating
agreements. I believe that the Cash Management System is critical to the operation of the Debtors’
business in the ordinary course, as it facilitates the (i) streamlined collection and transfer of cash
generated by the Debtors’ business and (ii) efficient payment of financial obligations and other
operating costs incurred by the Debtors, such as payments owed to midstream service providers
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and vendors and for payroll and other general and administrative expenses. In addition, I
understand that the Cash Management System enables the Debtors to track the collection and
disbursement of funds and to maintain control over the administration of their Bank Accounts.
54.

It is my understanding that the Cash Management System is comprised of

seven Bank Accounts, six of which are maintained at BancFirst and one of which is maintained at
Citibank. As of the Petition Date, I understand that the Bank Accounts are comprised of (i) one
main collections account, which serves as the Debtors’ principal revenue collections account,
(ii) one main operating account, which serves as the Debtors’ principal disbursement account, and
(iii) various ancillary accounts, each of which serve certain discrete functions for the operation of
the Debtors’ business.
55.

In the ordinary course of business, it is my understanding that the Debtors

print their own checks. To minimize the expense to the Debtors’ estates associated with printing
or purchasing entirely new check stock and the delay in conducting business prior to obtaining
such check stock, the Debtors seek authority to continue using their existing check stock without
reference therein to the Debtors’ status as “Debtors-in-Possession.”
56.

Additionally, in the ordinary course of business, the Debtors maintain a

corporate credit card program (the “Corporate Credit Card Program”), pursuant to which
certain of the Debtors’ employees use credit cards issued by Fuelman, a subsidiary of Fleetcor
Technologies, Inc., to incur fleet travel costs, such as fuel for the Debtors’ vehicles and related
travel expenses, in connection with the Debtors’ business operations (collectively, the “Fleet
Expenses”). It is my understanding that the Debtors incur on average approximately $6,000 of
aggregate Fleet Expenses through the Corporate Credit Card Program each month. I believe that
the Corporate Credit Card Program is essential to the Debtors’ operations, as it allows employees
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to conduct business more efficiently. Accordingly, I believe the continuation of the Corporate
Credit Card Program will help minimize the adverse effects of the commencement of these Chapter
11 Cases.
57.

The operation of the Debtors’ business requires the continuation of the Cash

Management System during the pendency of these Chapter 11 Cases. I believe that strict
enforcement of the U.S. Trustee Guidelines in these Chapter 11 Cases or other modifications to
the Debtors’ Cash Management System would severely disrupt the Debtors’ business and frustrate
the Debtors’ ability to effectuate their restructuring strategy and maximize the value of their
estates. Based on the foregoing, I believe that the relief requested in the Cash Management Motion
is in the best interests of the Debtors, their estates, and all parties in interest and should be
approved.
D.

Taxes Motion
58.

Pursuant to the Motion of Debtors for Entry of Interim and Final Orders

(I) Authorizing Debtors to Pay Certain Prepetition Taxes and Assessments and (II) Granting
Related Relief (the “Taxes Motion”), the Debtors request that the Court (i) authorize the payment
of certain prepetition Taxes and Assessments that arose prior to the Petition Date and (ii) grant
related relief.
59.

I understand that the Taxes and Assessments the Debtors typically incur

generally fall into the following categories: (i) Franchise and Income Taxes, (ii) Royalty
Withholding Taxes, (iii) Severance Taxes, (iv) Property Taxes, and (v) Regulatory and
Compliance Obligations (collectively the “Taxes and Assessments”). In the 12 months prior to
the Petition Date, it is my understanding that the Debtors paid approximately $10 million in Taxes
and Assessments. As of the Petition Date, the Debtors estimate that approximately $1.1 million
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in Taxes and Assessments will become due and owing to the Taxing Authorities after the Petition
Date, including approximately $361,500 within the first 21 days following the Petition Date.
60.

I believe that failure to pay the Taxes and Assessments may cause the

Taxing Authorities to take actions that would interfere with the Debtors’ continued operations and
potentially impose significant costs on the Debtors’ estates. Additionally, I understand that failure
to satisfy the prepetition Taxes and Assessments may jeopardize the Debtors’ maintenance of good
standing to operate in the jurisdiction in which they do business. Based on the foregoing, I believe
that the relief requested in Taxes Motion is in the best interests of the Debtors, their estates, and
all parties in interest and should be approved.
E.

Utilities Motion
61.

Pursuant to Motion of Debtors for Entry of Interim and Final Orders

(I) Approving Debtors’ Proposed Form of Adequate Assurance of Payment to Utility Providers,
(II) Establishing Procedures for Resolving Objections by Utility Providers, (III) Prohibiting
Utility Providers from Altering, Refusing, or Discontinuing Service, and (IV) Granting Related
Relief (the “Utilities Motion”), the Debtors request that the Court (i) approve the Debtors’
proposed form of adequate assurance of payment to the Utility Providers, (ii) establish procedures
for resolving objections by the Utility Providers relating to the adequacy of the proposed adequate
assurance, (iii) prohibit the Utility Providers from altering, refusing, or discontinuing service to,
or discriminating against, the Debtors on account of the commencement of these Chapter 11 Cases
or outstanding prepetition invoices, and (iv) grant related relief.
62.

In the ordinary course of business, the Debtors incur utility expenses,

including on account of electricity, water, information technology, and other utility services
(collectively, the “Utility Services”) from a number of utility providers (collectively, the “Utility
Providers”). I believe that preserving the Utility Services on an uninterrupted basis is essential to
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the Debtors’ ongoing operations and restructuring process. I believe that any interruption in Utility
Services, even for a brief period of time, would severely disrupt the Debtors’ ability to continue
operations. Therefore, I believe it is critical that Utility Services continue uninterrupted during
these Chapter 11 Cases.
63.

To the best of my knowledge, there are no defaults or arrearages of any

significance for the Debtors’ undisputed invoices for prepetition Utility Services. Based on the
historical two-week average cost of Utility Services provided by each Utility Provider during the
12 months prior to the Petition Date, the Debtors estimate that their cost of Utility Services for the
next 30 days will be approximately $155,613. As of the Petition Date, I understand that the total
amount of cash the Debtors will deposit as adequate assurance of payment for continued
postpetition Utility Services will be approximately $2,689. 6
64.

I believe the Adequate Assurance Deposit, in conjunction with the Debtors’

ability to pay for future Utility Services in the ordinary course of business, constitutes sufficient
adequate assurance to the Utility Providers. Moreover, I believe that the proposed objection
procedures are reasonable because they will ensure that the Utility Services continue while
providing a streamlined process for Utility Providers to challenge the adequacy of the Proposed
Adequate Assurance or seek an alternative form of adequate assurance. As a result, I believe that
the relief requested in the Utilities Motion should be granted.
F.

Insurance Motion
65.

Pursuant to the Motion of Debtors for Entry of Interim and Final Orders

(I) Authorizing Debtors to Continue Insurance Programs and Pay All Obligations with Respect

6

This amount excludes the cost of two weeks of Utility Services provided by Cimarron Electric and Oklahoma Gas
& Electric, which hold deposits in an amount equal to or more than one half of their monthly services.
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Thereto and (II) Granting Related Relief (the “Insurance Motion”), the Debtors that the Court
(i) authorize the Debtors to (a) continue the Insurance Programs in accordance with the applicable
insurance policies and agreements and to perform with respect thereto in the ordinary course of
business, (b) pay any prepetition obligations arising under the Insurance Programs, and (c) modify
the automatic stay imposed by section 362 of the Bankruptcy Code to the extent necessary to
permit the Debtors’ employees to proceed with any claims they may have under the Workers’
Compensation Program and (ii) grant related relief.
66.

Workers’ Compensation Program. It is my understanding that, in the

ordinary course of business, as required by applicable law, the Debtors maintain workers’
compensation insurance coverage for claims arising from or related to employment with the
Debtors (the “Workers’ Compensation Program”). The Debtors pay an annual premium to
maintain the Workers’ Compensation Program.

It is my understanding that there are no

deductibles for the Workers’ Compensation Program and, as of the Petition Date, the Debtors do
not owe any prepetition Insurance Obligations on account of the Workers’ Compensation Program.
67.

Liability and Property Insurance Programs. I understand that the Debtors

maintain various liability and property insurance policies, which provide the Debtors with
insurance coverage for liabilities relating to, among other things, general commercial claims,
property damage, pollution-related claims, well blowouts, collision and other auto liabilities, and
other property-related and general liabilities (collectively, the “Liability and Property Insurance
Programs”). Pursuant to the Liability and Property Insurance Programs, the Debtors are required
to pay premiums based upon a fixed rate established and billed by each Insurance Carrier, in
addition to applicable deductibles. The Liability and Property Insurance Programs each have an
annual premium that is paid either prospectively in full or through the Premium Financing
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Agreements. It is my understanding that, as of the Petition Date, the Debtors are not aware of any
outstanding premiums or other amounts owed to the various Insurance Carriers for the Liability
and Property Insurance Programs.
68.

Professional Liability Programs. The Debtors participate in three insurance

policies that provide the Debtors with insurance coverage for directors’ and officers’ liability
(the “Professional Liability Programs”). The Debtors incur premiums under the Professional
Liability Programs based upon fixed rates established and billed by the applicable Insurance
Carriers, in addition to various deductibles. It is my understanding that the Debtors paid the
premiums in full in advance for the current coverage periods. Therefore, the Debtors are not aware
of any outstanding premiums or other prepetition amounts owed to the various Insurance Carriers
for the Professional Liability Programs.
69.

Premium Financing Agreements. The Debtors finance certain premiums

owed under certain Insurance Programs, including the Debtors’ property, auto, general liability,
excess liability, and the Workers’ Compensation Program. The Debtors finance such policies
pursuant to two premium financing agreements (the “Premium Financing Agreements”), one
with IPFS Corporation (“IPFS”) and one with AFCO Credit Corporation (“AFCO”).
70.

Approximately $333,690 in premium payments, to be paid in 10 monthly

installments, remain outstanding under the IPFS Financing Agreement as of the Petition Date.
Approximately $17,742 in premium payments, to be paid in six monthly installments, remain
outstanding under the AFCO Financing Agreement as of the Petition Date. It is my understanding
that, as of the Petition Date, the Debtors are not aware of any outstanding prepetition amounts
owed under the Premium Financing Agreements but do anticipate paying the monthly installments
that come due postpetition in the ordinary course of business.
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The Debtors utilize Rich & Cartmill, Inc.

(the “Insurance Broker”) as their insurance agent and broker to, among other things, assist with
the procurement, negotiation, payment of certain Insurance Programs. In exchange for the
Insurance Broker’s services, the Debtors pay the Insurance Broker certain fees (the “Broker’s
Fees”) on a commission basis, which are earned upon inception of the applicable Insurance
Program policy term. As of the Petition Date, the Debtors are not aware of any outstanding
prepetition amounts owed to the Insurance Broker on account of the Broker’s Fees.
72.

In light of the risks applicable to the Debtors’ operations and the critical

need for the Debtors to protect their assets from such risks, I believe it essential that the Debtors
maintain the Insurance Programs and pay all Insurance Obligations because such obligations are
necessary costs of preserving the Debtors’ estates. Furthermore, I understand that the Debtors are
legally and contractually required to maintain certain Insurance Programs. Further, based on the
Debtors’ current circumstances, I believe it is unlikely that the Debtors will be able to renew or
replace their existing Insurance Programs on terms more favorable than those currently offered by
the Insurance Carriers, and the process of establishing new programs would also be burdensome
and costly to the Debtors. Based on the foregoing, I believe that the relief requested in the
Insurance Motion is in the best interests of all parties in interest and should be granted.
G.

Interest Holder, JIB, and Lienholder Motion
73.

Pursuant to the Motion of Debtors for Entry of Interim and Final Orders (I)

Authorizing Debtors to Pay or Honor (A) Amounts Owed to Interest Owners, (B) Joint Interest
Billings, and (C) Other Operating Expenses and (II) Granting Related Relief (the “Interest
Owner/JIB Motion”), the Debtors request that the Court (i) authorize the Debtors to pay or honor
(a) amounts owed to holders of royalty, working, and other interests as required by the Debtors’
various leases and related agreements (collectively, the “Interest-Owner Payments”),
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(b) amounts owed to operators for unpaid joint interest billings and related obligations (the “Joint
Interest Billings”), and (c) other obligations incurred in connection with the Debtors’ ongoing
business operations (collectively, the “Operating Expenses” and, together with the InterestOwner Payments and Joint Interest Billings, the “Obligations”) and (ii) grant related relief.
74.

In furtherance of their business, the Debtors are parties to a number of joint

operating agreements (“JOAs”) and other pooling arrangements under the rules established by the
Oklahoma Corporation Commission that govern operations on their oil and gas properties. I
understand that JOAs and other pooling arrangements are commonly used in the oil and gas
industry as a means for multiple parties to pool their working interests in leases and wells in a
particular geographic area for the purpose of sharing the costs and proceeds of development,
operation, and production. Such arrangements divide a working interest between an operating
party and one or more non-operating parties.
75.

As of the Petition Date, the Debtors believe that the aggregate amount of

prepetition Obligations is approximately $49.1 million, of which approximately $6.31 million will
come due during the first 21 days after the Petition Date.
76.

Interest-Owner Payments. Pursuant to various JOAs, oil and gas leases, and

other contractual obligations and arrangements, the Debtors market and sell production from their
operated wells and pay the various interest holders their share of the proceeds. In accordance with
their oil and gas leases, Royalty Interest Owners retain a share of the production on their respective
leases, free from any of the expenses of production, which the Debtors are obligated to remit. In
addition, the Debtors are obligated to remit to owners of ORRI their share of proceeds from
production attributable to the ORRI. Furthermore, Non-Operating Working Interest Owners may
be contractually entitled to receive a share of the production, subject to certain expenses.
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As of the Petition Date, the Debtors estimate that they owe approximately

$1.9 million to Interest Owners on account of accrued and undisputed Interest-Owner Payments,
of which approximately $930,000 will come due within the first 21 days of the Chapter 11 Cases. 7
78.

Joint Interest Billings. The Debtors hold non-operating working interests

in approximately 350 wells. For such wells, the Debtors receive their share of revenue from the
well operators and then reimburse the operators for their share of the production costs through JIB
Payments. As of the Petition Date, the Debtors estimate that they owe approximately $3.41 million
on account of JIB Payments.
79.

Upon the failure to timely make a JIB Payment, I understand that the

applicable JOAs or other pooling arrangements may grant the operator a contractual lien upon the
Debtors’ interest in a well and the underlying lease for unpaid JIB Payments, which sometimes
purport to secure the payment of all charges, fees, court costs, and other directly related collection
costs. If the Debtors do not make JIB Payments when due, I believe the operator may also attempt
to assert additional rights to collect from the purchaser of the Debtors’ hydrocarbon production
until the amount owed has been paid.
80.

Operating Expenses. The Debtors, as operators, incur operating expenses

and other exploration and production-related obligations to third parties, including vendors,
contractors, subcontractors and suppliers that provide services, supplies and materials necessary
to ensure that operations continue in a timely manner, as well as certain capital expenditures.
Additionally, the Debtors incur various costs and expenses to bring their production to market
(the “Marketing Expenses”) by gathering, treating, processing, dehydrating, compressing,

7

Additionally, as of the Petition Date, the Debtors have accrued approximately $19.8 million in Interest-Owner
Payments in “suspense,” which are not payable for a number of reasons, including incorrect contact information,
unmarketable title, ongoing ownership or other legal disputes over the underlying interest, or minimum payment
thresholds under the terms of a JOA or other applicable agreement.
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storing, and transporting the production through a network of gathering systems, storage tanks,
processing facilities, pipelines, and trucks. I understand that such Marketing Expenses are either
paid directly by the Debtors or paid by the production purchasers (in which case, the Debtors will
reimburse the purchasers either by direct payment or by netting the cost of Marketing Expenses
against the proceeds of the sold production). The Debtors estimate that, as of the Petition Date,
they owe approximately $24.02 million on account of Operating Expenses after any applicable
netting. Approximately $5.38 million of such Operating Expenses will come due within the first
21 days of the Chapter 11 Cases.
81.

Maintaining the Debtors’ rights under their oil and gas leases is of

paramount importance. I believe that the harm to the estates that may result from nonpayment of
the Obligations will most likely exceed the amount of such claims by a significant margin. Further,
I believe that the Debtors’ ongoing operations depend, to a significant degree, on their relationships
with the parties to whom the Obligations are owed. If these relationships are harmed, including
through the nonpayment of Obligations as they become due, I understand that the Debtors will
likely encounter particularized controversies with each counter-party, unnecessary costs and
distractions, and corresponding harm to their business with the possible loss of value.
Accordingly, I believe the relief requested in Interest Owner/JIB Motion is in the best interests of
the Debtors, their estates, and all parties in interest and should be approved.
H.

Employee Wages and Benefits Motion
82.

Pursuant to the Motion of Debtors for Entry of Interim and Final Orders

(I) Authorizing Debtors to (A) Pay Prepetition Wages, Salaries, Employee Benefits, and Other
Compensation and (B) Maintain Employee Benefit Programs and Pay Related Obligations and
(II) Granting Related Relief (the “Employee Wages Motion”), the Debtors request that the Court
(i) authorize the Debtors to (a) pay the Employee Compensation Obligations (as defined below)
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and the Employee Benefit Obligations (as defined below), related expenses, and fees and costs
incident to the foregoing and (b) maintain, continue to honor, and pay amounts with respect to the
Debtors’ business practices, programs, and policies for their Employees as such were in effect as
of the commencement of these Chapter 11 Cases and as such may be modified during the pendency
of these Chapter 11 Cases and (ii) grant related relief. It is my understanding that, as of the Petition
Date, the Debtors owe approximately $239,565 on account of prepetition Employee Obligations.
83.

As of the Petition Date, the Debtors employ 32 Employees, all on a full-

time basis. The Employees perform a wide variety of critical services for the Debtors, including
field operations, engineering, geological and geophysical assessment, land and resource
management, accounting, and company management and administration. All Employees are
employed by Management. The Debtors also utilize the services of approximately 20 independent
contractors (the “Contractors”).
84.

The Employees’ and Contractors’ skills and knowledge of the Debtors’

infrastructure and operations are essential to the continued operation of the Debtors’ business.
Without the Employees’ and Contractors’ continued, uninterrupted services, I believe that an
effective reorganization of the Debtors will not be possible. Additionally, I believe that any delay
in paying or failure to pay the Debtors’ outstanding prepetition obligations related to compensation
of Employees (including amounts owed to the Contractors) (the “Employee Compensation
Obligations”) could irreparably impair the morale of the workforce at the time when the
Employees’ dedication, confidence, retention, and cooperation are most crucial. The Debtors
cannot risk such a substantial disruption to their business operations, and it is inequitable to put
Employees at risk of the hardships that would be caused by the Debtors’ non-payment of Employee
Compensation Obligations. Moreover, without this relief, otherwise-loyal Employees may seek
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other work opportunities and Contractors may discontinue service or refuse to work with the
Debtors in the future.
85.

Additionally, payment of prepetition Business Expenses is necessary

because Employees who have incurred Business Expenses should not be forced to personally bear
the cost of such expenses. Additionally, I understand that the Employees generally incur Business
Expenses for the Debtors’ benefit, in the course of their employment, and with the understanding
that they will be reimbursed for doing so.
86.

In the ordinary course of business, the Debtors offer certain Employees

various benefit programs, including (i) paid time off, (ii) medical and prescription drug benefits,
vision benefits, dental benefits, a health savings account program, life and disability insurance,
certain voluntary insurance programs, and certain mental health and wellness support services,
(iii) a 401(k) plan, (iv) a severance program, and (v) certain other benefit programs (each of (i)–
(v), an “Employee Benefit Program). I believe that maintaining the Employee Benefit Programs,
excluding the severance program, and paying any obligations related thereto (the “Employee
Benefit Obligations”) are critical for maintaining Employee morale during these Chapter 11 Cases
and to prevent Employees from seeking employment from other companies that offer similar
benefits, including the Debtors’ competitors.
87.

Further, I believe that the continued payment of fees to Nextep, Inc.

(“Nextep”) for administration of the Employee Compensation Obligations and Employee Benefit
Programs is also necessary during these Chapter 11 Cases. Nextep (i) provides the Debtors’
payroll processing system, (ii) distributes payroll, (iii) ensures proper tax and benefits
withholdings are made, and (iv) provides electronic timesheet management for Employees paid on
an hourly basis. Nextep also manages enrollment, contributions, and payment in connection with
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the Employee Benefit Programs. Without continued services from Nextep, I believe that the
Debtors will be unable to continue to honor their obligations to Employees in an efficient and costeffective manner.
88.

I do not believe that any Employee or Contractor is owed prepetition

amounts exceeding the $13,650 cap imposed by section 507(a)(4) of the Bankruptcy Code.
Accordingly, the Debtors are not seeking relief to pay prepetition Employee Obligations owed to
any individual in excess of such cap. I believe the relief requested in the Employee Wages Motion
is necessary to avoid immediate and irreparable harm and is in the best interests of the Debtors,
their estates, and all parties in interest and should be granted.
Pursuant to 28 U.S.C. § 1746, I declare under penalty of perjury that the foregoing
is true and correct.
Dated: June 18, 2020
Wilmington, Delaware
/s/ Matthew J. Henry
Name: Matthew J. Henry
on Behalf of the Debtors and Debtors-in-Possession
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RESTRUCTURING SUPPORT AGREEMENT
This RESTRUCTURING SUPPORT AGREEMENT (as amended, supplemented, or
otherwise modified from time to time in accordance with the terms hereof, this “Agreement”),
dated as of June 15, 2020, is entered into by and among:
(a)
Chisholm Oil and Gas Operating II, LLC, a Delaware limited liability
company (“Parent”), Chisholm Oil and Gas Operating, LLC, a Delaware limited liability company
(“Borrower”), and their affiliates listed on Schedule I (together with Borrower, each a “Company
Party,” and collectively with Parent, the “Company” or the “Debtors”);
(b)
(i) Citibank, N.A., as administrative agent (the “RBL Agent”), issuing bank
and swingline lender under the RBL Credit Agreement (as defined below), (ii) Wilmington Trust,
National Association, as collateral agent (the “RBL Collateral Agent”) under the RBL Credit
Agreement and (iii) the undersigned lenders, party to the RBL Credit Agreement (collectively, the
“Initial Consenting Creditors” and, together with each other RBL Lender under the RBL Credit
Agreement that subsequently becomes a party hereto in accordance with the terms hereof, the
“Consenting Creditors”); and
(c)
Chisholm Oil and Gas, LLC and Gastar Holdco LLC (each a “Consenting
Sponsor” and, collectively, the “Consenting Sponsors”).
The Company, each Consenting Creditor, each Consenting Sponsor and any subsequent
Person that becomes a party hereto in accordance with the terms hereof are referred to herein
collectively as the “Parties” and each individually as a “Party.” Capitalized terms used but not
defined herein shall have the meanings ascribed to them in the Restructuring Term Sheet (as
defined below).
RECITALS
WHEREAS, the Parties have agreed to a restructuring of the Company’s capital structure
(the “Restructuring”), which is anticipated to be implemented through a pre-negotiated plan of
reorganization (as may be supplemented, amended, or modified from time to time, the “Plan”) on
terms and conditions set forth in the Restructuring Term Sheet (as defined herein), a corresponding
disclosure statement in respect of the Plan (the “Disclosure Statement”), the Solicitation of the
Plan, and the commencement by the Company of voluntary cases (the “Chapter 11 Cases”) under
chapter 11 of title 11 of the United States Code (the “Bankruptcy Code”) in the United States
Bankruptcy Court for the District of Delaware (the “Bankruptcy Court”);
WHEREAS, as of the date hereof, the Initial Consenting Creditors, in the aggregate, hold
not less than 99.6% of the aggregate principal amount outstanding under the RBL
Credit Agreement;
WHEREAS, as of the date hereof, the Consenting Sponsors, in the aggregate, hold,
directly or indirectly, 100% of the Interests in Parent; and
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WHEREAS, the Parties desire to express to each other their mutual support and
commitment in respect of the matters set forth in the Restructuring Term Sheet and this Agreement.
NOW, THEREFORE, in consideration of the promises and the mutual covenants and
agreements set forth herein, and for other good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the Parties, intending to be legally bound, agree as
follows:
1.

Certain Definitions.

As used in this Agreement, the following terms have the following meanings:
(a)
“Bar Dates” means a general bar date by which all creditors must file proofs
of claim in the Chapter 11 Cases and a governmental bar date by which all governmental units
must file proofs of claim in the Chapter 11 Cases.
(b)
“Consenting Sponsors’ Counsel” means Paul, Weiss, Rifkind, Wharton &
Garrison LLP, as counsel to the Consenting Sponsors.
(c)
“Definitive Documents” means the documents (including any related
agreements, instruments, schedules, or exhibits) that are necessary to implement the Restructuring,
including (i) this Agreement, (ii) any material “first day” and “second day” motions and all orders
sought pursuant thereto, including the Cash Collateral Order, (iii) the Solicitation materials, (iv)
the order approving the Solicitation materials, (v) the motion seeking approval by the Bankruptcy
Court of the Disclosure Statement and the Solicitation procedures, (vi) the Plan (including the plan
supplement and all material documents, annexes, schedules, exhibits, amendments, modifications
or supplements thereto, or other documents contained therein, including any schedules of rejected
contracts), (vii) the Disclosure Statement, (viii) the Disclosure Statement Order, (ix) the
Confirmation Order and any pleadings in support of entry of the Disclosure Statement Order and
the Confirmation Order, (x) the Management Incentive Plan and additional documents or
agreements thereto, (xi) the Warrant Agreement, (xii) any documents relating to the Exit Credit
Facilities, including collateral agreements, intercreditor agreements, or similar agreements
between the parties to FLFO RBL Facility and the parties to the FLSO Term Loan, (xiii) the
Amended Organizational Documents, any and all conveyance instruments required to issue and
distribute the New Equity Interests, and if applicable, any stockholders’ agreement or registration
rights agreement of the Reorganized Parent, and (xiv) any order, or amendment or modification of
any order, entered by the Bankruptcy Court related to the foregoing items.
(d)
“Disclosure Statement Order” means the order of the Bankruptcy Court
approving the Disclosure Statement, the Solicitation materials and the Solicitation of the Plan.
(e)
“Qualified Marketmaker” means an entity that (i) holds itself out to the
public or the applicable private markets as standing ready in the ordinary course of business to
purchase from customers and sell to customers Claims against or Interests in the Company (or
enter with customers into long and short positions in Claims against or Interests in the Company),
2
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in its capacity as a dealer or marketmaker in Claims against or Interests in the Company and (ii)
is, in fact, regularly in the business of making a market in claims against or interests in issuers or
borrowers (including debt securities or other debt).
(f)

“RBL Agent’s Counsel” means Linklaters LLP, as counsel to the RBL

Agent.
(g)
“Restructuring Term Sheet” means that certain term sheet (including any
schedules and exhibits attached thereto), a copy of which is attached hereto as Exhibit A, which
term sheet contains the material terms and provisions of the Restructuring agreed upon by the
Parties that are to be incorporated into the Plan and the Definitive Documents.
(h)
“Support Effective Date” means the date on which counterpart signature
pages to this Agreement shall have been executed and delivered by (i) the Company,
(ii) Consenting Creditors (a) holding at least 66⅔% of the aggregate principal amount outstanding
of the RBL Obligations and (b) comprising at least half in number of the RBL Lenders and (iii)
the Consenting Sponsors.
(i)
“Support Period” means the period commencing on the Support Effective
Date and ending on the earlier of the (i) date on which this Agreement is terminated in accordance
with Section 6 and (ii) the Plan Effective Date.
(j)
“Solicitation” means the solicitation of votes for the Plan pursuant to, and
in compliance with, the Bankruptcy Code.
(k)
“Voting Deadline” means the deadline for submitting votes to accept or
reject the Plan in accordance with the Disclosure Statement Order.
All terms used but not defined herein shall have the meaning set forth in the Restructuring
Term Sheet.
2.

Bankruptcy Process; Plan of Reorganization.

(a)
Restructuring Term Sheet. The Restructuring Term Sheet is expressly
incorporated herein and made a part of this Agreement. The terms and conditions of the
Restructuring are set forth in the Restructuring Term Sheet, and the Restructuring Term Sheet is
supplemented by the terms and conditions of this Agreement. In the event of any inconsistencies
between the terms of this Agreement and the Restructuring Term Sheet, the terms of the
Restructuring Term Sheet shall govern.
(b)
Definitive Documents. Each of the Definitive Documents shall (i) contain
terms and conditions consistent in all material respects with this Agreement and the Restructuring
Term Sheet and (ii) otherwise be in form and substance reasonably acceptable to (A) the RBL
Agent (acting at the direction of the Requisite Creditors), (B) the Company, and (C) the Consenting
Sponsors solely with respect to: (1) the Warrant Agreement, the releases set forth in the Plan and
3
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Confirmation Order, the treatment of the Consenting Sponsors’ Claims and Interests set forth in
the Plan and Confirmation Order, and any amendment, modification or supplement to the Warrant
Agreement, the releases set forth in the Plan and Confirmation Order, or the treatment of the
Consenting Sponsors’ Claims and Interests set forth in the Plan and Confirmation Order; and (2)
the other Definitive Documents and the portions of the Plan and Confirmation Order not mentioned
in clause (1) hereof (including, in each case, any amendment, modification or supplement thereto)
to the extent that they directly or indirectly (x) materially and adversely affect the economic or
non-economic rights, waivers, or releases granted to or received by, or to be granted to or received
by, the Consenting Sponsors pursuant to this Agreement or (y) materially increase the obligations
that the Consenting Sponsors may have or may be required to incur pursuant to this Agreement.
Upon completion, the Definitive Documents and every other document, deed, agreement, filing,
notification, letter or instrument related to the Restructuring shall contain terms, conditions,
representations, warranties, and covenants consistent with the terms of this Agreement, as they
may be modified, amended, or supplemented in accordance with Section 10 hereof.
(c)
Commencement of the Chapter 11 Cases. Provided that the Support
Effective Date has occurred, the Company shall file with the Bankruptcy Court voluntary petitions
for relief under chapter 11 of the Bankruptcy Code and any such other documents as are necessary
to commence the Chapter 11 Cases as soon as reasonably practicable, but in no event later than
June 17, 2020 (the “Outside Petition Date”) (the date on which such filing occurs, the “Petition
Date”); provided, however, that unless otherwise agreed by the RBL Agent and the Company, the
Company shall not commence such Chapter 11 Cases until each Secured Hedge Agreement has
been terminated and the proceeds from the Hedge Terminations have been deposited in the Hedge
Proceeds Account (as defined herein) in accordance with Section 5(c) hereof.
(d)
Filing of the Plan and Disclosure Statement. The Company shall file the
Plan and the Disclosure Statement with the Bankruptcy Court in accordance with Section 6 hereof.
(e)
Confirmation of the Plan. The Company shall use commercially reasonable
efforts to obtain confirmation of the Plan as soon as reasonably practicable following the Petition
Date in accordance with the Bankruptcy Code and on terms consistent with this Agreement in all
material respects. Each Consenting Creditor and each Consenting Sponsor shall use their
commercially reasonable efforts to cooperate fully in connection therewith.
3.

Agreements of the Consenting Creditors.

(a)
Voting; Support. Each Consenting Creditor agrees that for the duration of
the Support Period applicable to such Consenting Creditor, such Consenting Creditor shall:
(i)
timely (A) vote, or cause to be voted, all of its Claims or Interests to
accept the Plan by delivering, or causing to be delivered, its duly authorized,
executed, and completed ballot or ballots and (B) consent to and, if applicable, not
opt out of the releases set forth in the Plan against each Released Party on a timely
basis;
4
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(ii)
not change or withdraw (or cause or direct to be changed or
withdrawn) any such vote or release described in clause (i) above; provided,
however, that notwithstanding anything in this Agreement to the contrary, each
Consenting Creditor’s vote and release shall be automatically revoked (and, upon
such revocation, deemed void ab initio) at any time following (and solely in the
event of) the termination of this Agreement pursuant to Section 6 with respect to
such Consenting Creditor;
(iii)
timely vote (or cause to be voted) its Claims or Interests against any
plan, plan proposal, restructuring proposal, offer of dissolution, winding up,
liquidation, sale or disposition, reorganization, merger or restructuring of the
Company other than the Plan (each, an “Alternative Restructuring”);
(iv)
negotiate in good faith with the Company the form of the Definitive
Documents and (as applicable) execute the Definitive Documents;
(v)
not directly or indirectly, through any Person (including the RBL
Agent or the RBL Collateral Agent), seek, solicit, propose, support, assist, engage
in negotiations in connection with or participate in the formulation, preparation,
filing, or prosecution of any Alternative Restructuring or object to, or take any other
action that is inconsistent with or that would reasonably be expected to prevent,
interfere with, delay or impede the Solicitation, the approval of and entry of orders
regarding the Definitive Documents, or the confirmation and consummation of the
Plan and the Restructuring;
(vi)
not object to and use commercially reasonable efforts to support and
take all actions necessary or reasonably requested by the Company to facilitate the
Solicitation, approval of and entry of orders regarding the Definitive Documents,
and confirmation and consummation of the Plan within the timeframes
contemplated by this Agreement; and
(vii)
to the extent any legal or structural impediment arises that would
prevent, hinder, or delay the consummation of the Restructuring, negotiate in good
faith appropriate additional or alternative provisions to address any such
impediment.
(b)
Transfers. Each Consenting Creditor agrees that, for the duration of the
Support Period applicable to such Consenting Creditor, such Consenting Creditor shall not sell,
transfer, loan, issue, pledge, hypothecate, assign, or otherwise dispose of (each, a “Transfer”),
directly or indirectly, in whole or in part, any of its Claims (including any option thereon or any
right or interest therein), grant any proxies, deposit any Claims into a voting trust, or enter into a
voting agreement with respect thereto, unless the transferee thereof either (i) is a Consenting
Creditor or (ii) prior to such Transfer, agrees in writing for the benefit of the Parties to become a
Consenting Creditor and to be bound by all of the terms of this Agreement applicable to Consenting
Creditors (including with respect to any and all Claims it already may hold against or in the
5
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Company prior to such Transfer) by executing a joinder agreement, a form of which is attached
hereto as Exhibit B (the “Joinder Agreement”), and delivering an executed copy thereof within
two (2) Business Days following such execution, to Weil, Gotshal & Manges LLP (“Weil”), as
counsel to the Company, the RBL Agent’s Counsel and the Consenting Sponsors’ Counsel
(provided that failure to deliver a copy of the Joinder Agreement to the Consenting Sponsors’
Counsel shall not affect the validity of the Transfer), in which event (A) the transferee (including
the Consenting Creditor transferee, if applicable) shall be deemed to be a Consenting Creditor
hereunder with respect to all of its Claims and (B) the transferor shall be deemed to relinquish its
rights (and be released from its obligations) under this Agreement to the extent of such Claims.
Any Transfer of any Claims by a Consenting Creditor that does not comply with the terms and
procedures set forth herein shall be deemed void ab initio. The Company and each other
Consenting Creditor shall have the right to enforce the voiding of such Transfer. Notwithstanding
anything to the contrary herein, a Consenting Creditor may Transfer its Claims to an entity that is
acting in its capacity as a Qualified Marketmaker without the requirement that the Qualified
Marketmaker become a Party; provided, however, that (x) such Qualified Marketmaker must
Transfer such right, title, or interest by the earlier of ten (10) Business Days following its receipt
thereof and, if received prior to the Voting Deadline, five (5) Business Days prior to the Voting
Deadline, (y) any subsequent Transfer by such Qualified Marketmaker of the right, title, or interest
in such Claims must be to a transferee that is or becomes a Consenting Creditor at the time of such
transfer in accordance with procedure set forth in this Section 3(b), and (z) the Consenting Creditor
that transferred its Claims to the Qualified Marketmaker shall be solely responsible for the
Qualified Marketmaker’s failure to comply with the requirements of this Section 3. Without
limitation to the foregoing, if the Qualified Marketmaker fails to comply with this Section 3(b)
and holds such Claims on the date upon which the Voting Deadline occurs, on and after such date,
such Qualified Marketmaker shall comply with the obligations of a Consenting Creditor under
Section 3(a) of this Agreement. To the extent that a Consenting Creditor is acting in its capacity
as a Qualified Marketmaker, it may Transfer (by purchase, sale, assignment, participation, or
otherwise) any right, title or interests in Claims that the Qualified Marketmaker acquires from a
holder of such Claims that is not a Consenting Creditor without the requirement that the transferee
is or becomes a Consenting Creditor.
(c)
Additional Claims or Interests. To the extent any Consenting Creditor
acquires additional Claims or Interests during the Support Period applicable to such Consenting
Creditor, such Consenting Creditor shall promptly (in no event less than three (3) Business Days
following such acquisition) notify Weil, the Consenting Sponsors’ Counsel and the RBL Agent’s
Counsel. Such additional Claims or Interests shall be subject to this Agreement. For the duration
of the Support Period applicable to such Consenting Creditor, the Consenting Creditor shall vote
(or cause to be voted) any such additional Claims or Interests entitled to vote on the Plan (to the
extent still held by it or on its behalf at the time of such vote or prior to the Voting Deadline), in a
manner consistent with Section 3(a) hereof.
(d)
Additional Parties. Any RBL Lender may, at any time after the Support
Effective Date, become a party to this Agreement as a Consenting Creditor (an “Additional
Consenting Creditor”), by executing a Joinder Agreement, pursuant to which such Additional
6
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Consenting Creditor shall be bound by the terms of this Agreement as a Consenting Creditor
hereunder and shall be deemed a Consenting Creditor for all purposes hereunder.
(e)
Forbearance. During the Support Period, each Consenting Creditor shall
forbear from exercising any rights (including any right of set-off) or remedies it may have under
the RBL Credit Agreement or under applicable U.S. or foreign law, in each case, with respect to
any defaults or events of default by any Company, including with respect to any such breach or
default arising out of any such Company’s failure to pay any installment of interest pursuant to the
RBL Credit Agreement as required by the terms of the RBL Credit Agreement.
Each of the Consenting Creditors’ obligations hereunder (including with respect to the
aforementioned forbearance) shall automatically terminate without requirement for any further
notice, demand, presentment, act or action of any kind after the Support Period terminates in
accordance with Section 6. The Company at that time shall be obligated to comply with and
perform all terms, conditions, and provisions of the RBL Credit Agreement without giving effect
to the foregoing forbearance, and the Consenting Creditors may at any time thereafter proceed to
exercise any and all of their rights and remedies at law, in equity or otherwise, including, without
limitation, their rights and remedies under the RBL Credit Agreement, this Agreement or any other
RBL Credit Document, to the extent continuing, in each case, without any further lapse of time,
expiration of applicable grace periods or requirements of notice, all of which are hereby expressly
waived by each Company.
The forbearance set forth in this Section 3(e) shall not by implication or otherwise limit, impair,
constitute a waiver of or otherwise affect the rights and remedies of the Consenting Creditors under
the RBL Credit Agreement or the Forbearance Agreement and shall not, alter, modify, amend, or
in any way affect any of the terms, conditions, obligations, covenants, or agreements contained in
the RBL Credit Agreement or any other provision of the RBL Credit Agreement, all of which are
ratified and affirmed in all respects and shall continue in full force and effect, including each of
the RBL Agent’s, the RBL Collateral Agent’s and the Consenting Creditors’ rights, remedies and
claims under the RBL Credit Agreement.
(f)
Hedge Terminations. Notwithstanding anything in the RBL Credit
Agreement or the Forbearance Agreement (including Section 4.5 thereof) to the contrary, the
Consenting Creditors hereby consent to the Company’s use of cash proceeds of the Hedge
Terminations (as defined below) in accordance with Section 5(c) hereof.
(g)
FLFO RBL Facility. Notwithstanding anything to the contrary provided
herein, the execution of this Agreement by a Consenting Creditor shall not constitute a
commitment by such Consenting Creditor to become a lender under the FLFO RBL Facility.
4.

Agreements of the Consenting Sponsors.

(a)
Voting; Support. Each Consenting Sponsor agrees that, for the duration of
the Support Period, it shall:
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(i)
cause Chisholm Oil and Gas Holdings, LLC (“Chisholm
Holdings”) or its subsidiaries, as applicable, to (A) timely vote all of its Claims or
Interests to accept the Plan by delivering, or causing to be delivered, its duly
authorized, executed, and completed ballot or ballots, and (B) consent to and, if
applicable, not opt out of the releases set forth in the Plan against each Released
Party on a timely basis;
(ii)
not cause or direct to be changed or withdrawn any such vote or
release described in clause (i) above; provided, however, that notwithstanding
anything in this Agreement to the contrary, any such vote or release shall be
automatically revoked (and, upon such revocation, deemed void ab initio) at any
time following (and solely in the event of) the termination of this Agreement
pursuant to Section 6 with respect to such Consenting Sponsor;
(iii)
timely cause Chisholm Holdings or its subsidiaries, as applicable, to
vote its Claims or Interests against any Alternative Restructuring;
(iv)
negotiate in good faith with the Company and the Consenting
Creditors the form of the Warrant Agreement and the releases set forth in the Plan
and Confirmation Order and, to the extent applicable, execute such documents;
(v)
not directly or indirectly, through any Person seek, solicit, propose,
support, assist, engage in negotiations in connection with or participate in the
formulation, preparation, filing, or prosecution of any Alternative Restructuring or
object to, or take any other action that is inconsistent with or that would reasonably
be expected to prevent, interfere with, delay or impede the Solicitation, the approval
of and entry of orders regarding the Definitive Documents, or the confirmation and
consummation of the Plan and the Restructuring;
(vi)
support, not object to, and take all actions necessary or reasonably
requested by the Company to facilitate the Solicitation, approval of and entry of
orders regarding the Definitive Documents, and confirmation and consummation
of the Plan within the timeframes contemplated by this Agreement; and
(vii)
to the extent any legal or structural impediment arises that would
prevent, hinder, or delay the consummation of the Restructuring, negotiate in good
faith appropriate additional or alternative provisions to address any such
impediment.
(b)
Transfers. Each Consenting Sponsor agrees that during the Support Period
applicable to such Consenting Sponsor, such Consenting Sponsor shall not Transfer, directly or
indirectly, in whole or in part, any of its Claims or equity interests (including any Interests) in
Chisholm Holdings or any of its subsidiaries (including any option thereon or any right or
interest therein), grant any proxies, deposit any such Claims or equity interests into a voting
trust, or enter into a voting agreement with respect thereto).
8
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(c)
Additional Claims or Interests. To the extent any Consenting Sponsor acquires
Claims or Interests during the Support Period applicable to such Consenting Sponsor, such
Consenting Sponsor shall promptly (in no event less than three (3) Business Days following
such acquisition) notify Weil and the RBL Agent’s Counsel. Such additional Claims or Interests
shall be subject to this Agreement. For the duration of the Support Period applicable to such
Consenting Sponsor, the Consenting Sponsor shall vote (or cause to be voted) any such
additional Claims or Interests entitled to vote on the Plan (to the extent still held by it or on its
behalf at the time of such vote or prior to the Voting Deadline) to accept the Plan and otherwise
comply with Section 4(a) hereof.
5.

Agreements of the Company.

(a)
Covenants. Each Company agrees that for the duration of the Support
Period such Debtor shall:
(i)

commence the Chapter 11 Cases on or before the Outside Petition

Date;
(ii)
support and use commercially reasonable efforts to take all steps
reasonably necessary to consummate the Restructuring in accordance with this
Agreement;
(iii)
to the extent any legal or structural impediment arises that would
prevent, hinder, or delay the consummation of the Restructuring contemplated
herein, take all steps reasonably necessary to address any such impediment,
including to negotiate in good faith appropriate additional or alternative provisions
to address any such impediment, in each case, in a manner acceptable to the RBL
Agent;
(iv)
use commercially reasonable efforts to obtain the required
governmental, regulatory and third-party approvals to effectuate the Restructuring
contemplated by the Plan, if any;
(v)
provide to the RBL Agent and the RBL Collateral Agent, upon
reasonable advance notice to the Company, timely and reasonable responses to all
reasonable diligence requests submitted to Evercore and/or Alvarez and Marsal, the
Company’s financial advisors;
(vi)
subject to fiduciary duties and professional responsibilities,
prosecute and defend any objections or appeals relating to the Restructuring,
including without limitation, the “first day” and “second day” motions and orders,
the Cash Collateral Order, the Confirmation Order and the Disclosure Statement
Order;
9
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(vii)
not take any action that is inconsistent with, or is intended to
interfere with, consummation of the Restructuring, in each case, to the extent
consistent with, upon the advice of counsel, applicable law, and the fiduciary duties
of the boards of directors, managers, members, or partners, as applicable, of the
Company; provided, however, that the Company shall not be obligated to agree to
any modification of any document that is inconsistent with the Restructuring Term
Sheet or Definitive Documents;
(viii)

not pursue an Alternative Restructuring;

(ix)
provide draft copies of all orders, motions or applications related to
the Restructuring (including all “first day” and “second day” motions and orders,
the Plan, the Disclosure Statement, form of ballots, and other Solicitation materials
in respect of the Plan and a proposed Confirmation Order) the Company intends to
file with the Bankruptcy Court to the RBL Agent’s Counsel, if reasonably
practicable, at least two (2) Business Days prior to the date when the Company
intends to file any such motion or application (provided that if delivery of such
motions, orders, or materials at least two (2) Business Days prior to filing is not
reasonably practicable, the Debtors shall deliver such motion, order, or application
as soon as reasonably practicable prior to filing) and shall consult in good faith with
the RBL Agent’s Counsel regarding the form and substance of any such proposed
filing with the Bankruptcy Court;
(x)
subject to professional responsibilities, timely file with the
Bankruptcy Court a written objection to any motion filed in the Chapter 11 Cases
seeking the entry of an order (A) directing the appointment of an examiner with
expanded powers or a trustee, (B) converting any of the Chapter 11 Cases to cases
under chapter 7 of the Bankruptcy Code, (C) dismissing any of the Chapter 11
Cases, or (D) modifying or terminating the Company’s exclusive right to file and/or
solicit acceptances of a plan of reorganization;
(xi)
except as contemplated by this Agreement or any Definitive
Documents, (A) operate its businesses in the ordinary course and (B) not dispose
of its material assets (unless in such instance, the RBL Agent has consented thereto
in writing) in accordance with its business judgment;
(xii)
unless the RBL Agent provides written consent otherwise, and,
subject to fiduciary duties, as applicable, use commercially reasonable efforts to
preserve in all material respects its current business organizations, keep available
the services of its current officers and material employees (in each case, other than
voluntary resignations, terminations for cause, or terminations consistent with
applicable fiduciary duties) and preserve in all material respects its relationships
with customers, sales representatives, suppliers, distributors, and others, in each
case, having material business dealings with the Debtors (other than terminations
for cause and consistent with applicable fiduciary duties);
10
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(xiii)
provide written notice to the RBL Agent and the Consenting
Sponsors within one (1) Business Day of any failure of any Debtor to comply with
or satisfy, in any material respect, any covenant, condition or agreement hereunder;
(xiv)
promptly pay (A) all prepetition and postpetition reasonable fees
and out-of-pocket expenses of the RBL Agent and the RBL Collateral Agent,
including the reasonable fees and out-of-pocket disbursements of Linklaters LLP,
as counsel to the RBL Agent, Morris, Nichols, Arsht & Tunnell LLP, as local
counsel to the RBL Agent, Bracewell LLP, as real estate counsel to the RBL Agent,
Ballard Spahr LLP, as counsel to the RBL Collateral Agent, and FTI Consulting,
Inc., as financial advisor to the RBL Agent (collectively, the “Consenting Creditor
Expenses”), and (B) all prepetition and postpetition reasonable fees and out-ofpocket expenses of the Consenting Sponsors, limited to the reasonable fees and outof-pocket disbursements of Paul, Weiss, Rifkind, Wharton & Garrison LLP and
one local counsel (collectively, the “Consenting Sponsor Expenses,” and together
with the Consenting Creditor Expenses, the “Restructuring Expenses”). Invoices
for the Restructuring Expenses shall not be required to contain individual time
details, but the invoices shall contain (except for financial advisors compensated in
increments other than an hourly basis) a summary of hours worked and hourly rate
of each timekeeper. The Debtors shall comply with each of the following
obligations unless agreed by the Debtors and the applicable firm:
1. On the Support Effective Date, the Debtors shall pay (x) all
Restructuring Expenses that have accrued but are unpaid as of such
date (to the extent invoiced at least one (1) Business Day prior to such
date) and (y) fund or replenish, as the case may be, any retainers
reasonably requested by any of the foregoing professionals.
2. During the period starting immediately after the Support Effective
Date and ending immediately prior to the Petition Date, the Debtors
shall pay all accrued but unpaid Restructuring Expenses on a biweekly basis and within ten (10) Business Days of receipt of invoices
in respect thereof.
3. During the Chapter 11 Cases, the Debtors shall pay all accrued but
unpaid Consenting Creditor Expenses on a monthly basis and within
ten (10) Business Days of receipt of invoices in respect thereof,
without any requirement for Bankruptcy Court review or further
Bankruptcy Court order.
4. On the Plan Effective Date, the Debtors shall pay all accrued and
unpaid Restructuring Expenses incurred up to and including the Plan
Effective Date by Parties still subject to this Agreement without any
requirement for Bankruptcy Court review or further Bankruptcy Court
order.
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The foregoing shall be subject to and qualified by any provisions related to the
payment of the Consenting Creditor Expenses set forth in the Cash Collateral Order.
Nothing herein shall affect or limit any obligations of the Company to pay the
Consenting Creditor Expenses as provided in the Cash Collateral Order.
(xv)
as soon as reasonably practicable (and in no event more than two (2)
Business Days) after receiving actual knowledge of any pending or threatened in
writing governmental or third-party claims, litigations, investigations, or hearings
that may prevent, hinder, or delay the consummation of the Restructuring, provide
written notice to the RBL Agent, the RBL Collateral Agent and the Consenting
Sponsors;
(xvi)
provide a copy of any received written offer or proposal for an
Alternative Restructuring to RBL Agent’s Counsel and the Consenting Sponsors’
Counsel within one (1) Business Day of the Debtors’ or their advisors’ receipt of
such offer or proposal;
(xvii)
provide written notice to the RBL Agent, the RBL Collateral Agent,
and the Consenting Sponsors within one (1) Business Day of any of the following:
(A) any of the Debtors’ obtaining actual knowledge of any event, the occurrence or
failure or failure of which would cause any covenant of the Company contained in
this Agreement not to be satisfied in any respect; (B) any of the Debtors receiving
any written notice from any governmental body in connection with this Agreement
or the Restructuring; and (C) any of the Debtors receiving any notice from any party
alleging that the consent of such party is or may be required in connection with the
transactions contemplated by the Restructuring; and
(xviii)
(A) keep the Consenting Sponsors informed with respect to its
ongoing analysis and discussions regarding the Tax Structure and (B) provide the
Consenting Sponsors with notice of the Tax Structure at least seven (7) Business
Days prior to the Voting Deadline for the Plan.
(b)
Limited Waiver of Automatic Stay. Each Company acknowledges and
agrees and shall not dispute that, after the commencement of the Chapter 11 Cases, the giving of
notice of termination of this Agreement by any Party solely in accordance with the terms of this
Agreement shall not be a violation of the automatic stay of section 362 of the Bankruptcy Code
(and each Company hereby waives, to the fullest extent permitted by law, the applicability of the
automatic stay to the giving of such notice); provided, however, that nothing herein shall prejudice
any Party’s rights to argue that the giving of notice of default or termination was not proper under
the terms of this Agreement.
(c)
Hedge Terminations. Each Company shall (i) use commercially reasonable
efforts to terminate each hedge agreement (such termination, the “Hedge Terminations”) to which
such Company is a party and which is outstanding on or after the date hereof and (ii) upon receipt
by such Company of the cash proceeds from Hedge Terminations, deposit such cash proceeds (or
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direct the net proceeds thereof be immediately deposited) into an interest-bearing account held at
Citibank N.A., in the name of Borrower (the “Hedge Proceeds Account”). Any cash proceeds
deposited in the Hedge Proceeds Account (including any interest accrued thereon) shall be
available (and each Company agrees that it shall use such proceeds) for operating, working capital
and general corporate purposes of the Company, in each case consistent with, and subject to and
within the limitations contained in, the 13-week cash flow attached hereto as Schedule II, and
upon entry by the Bankruptcy Court, the Cash Collateral Order.
6.

Termination of Agreement.

(a)
This Agreement shall terminate two (2) Business Days following the
delivery of written notice (in accordance with Section 21 hereof): (i) from the RBL Agent (acting
at the direction of the Requisite Creditors) to Parent and the Consenting Sponsors at any time after
the occurrence and during the continuance of any Consenting Creditor Termination Event (as
defined below), (ii) from Parent to the Consenting Creditors and the Consenting Sponsors at any
time after the occurrence and during the continuance of any Company Termination Event (as
defined below) or (iii) solely as to such Consenting Sponsor, from a Consenting Sponsor to Parent
and the Consenting Creditors at any time after the occurrence and during the continuance of any
Consenting Sponsor Termination Event (as defined below). Notwithstanding any provision to the
contrary in this Section 6, no Party may exercise a termination right hereunder to the extent such
termination right arises from a Consenting Creditor Termination Event, Consenting Sponsor
Termination Event or Company Termination Event that resulted from, or was caused by, such
Party’s actions or inactions in breach of this Agreement. This Agreement shall terminate on the
Plan Effective Date without any further required action or notice.
(b)

A “Consenting Creditor Termination Event” shall mean any of the

following:
(i)
the breach by the Company of any of the undertakings,
representations, warranties, or covenants of the Company set forth herein in any
material respect that remains uncured for a period of five (5) Business Days after
the delivery of written notice of such breach from the RBL Agent or the Requisite
Creditors pursuant to this Section 6 and in accordance with Section 21 (as
applicable);
(ii)
if, as of 11:59 p.m. Eastern Time on the Outside Petition Date, the
Chapter 11 Cases have not been filed;
(iii)
if, as of 11:59 p.m. Eastern Time five (5) calendar days after the
Petition Date, the Bankruptcy Court shall not have entered the interim Cash
Collateral Order;
(iv)
if, as of 11:59 p.m. Eastern Time ten (10) calendar days after the
Petition Date, the Debtors have not filed the Plan, the Disclosure Statement, a
13
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motion for approval of the Plan and Disclosure Statement, and a motion for an order
of the Bankruptcy Court establishing the Bar Dates;
(v)
if, as of 11:59 p.m. Eastern Time twenty-five (25) calendar days
after the Petition Date, the Bankruptcy Court shall not have entered an order
establishing the Bar Dates;
(vi)
if, as of 11:59 p.m. Eastern Time forty (40) calendar days after the
Petition Date, the Bankruptcy Court shall not have entered the final Cash Collateral
Order;
(vii)
if, as of 11:59 p.m. Eastern Time forty-five (45) calendar days after
the Petition Date, the Bankruptcy Court shall not have entered the Disclosure
Statement Order;
(viii)
if, as of 11:59 p.m. Eastern Time ninety (90) calendar days after the
Petition Date, the Bankruptcy Court shall not have entered the Confirmation Order;
(ix)
if, as of 11:59 p.m. Eastern Time on the date that is ten (10) Business
Days after the date of entry of the Confirmation Order (the “Outside Date”), the
Plan Effective Date shall not have occurred;
(x)
the Cash Collateral Order is reversed, stayed, dismissed, vacated, or
modified or amended in any adverse respect without the consent of the RBL Agent;
(xi)
the occurrence of the Termination Date (as defined in the Cash
Collateral Order);
(xii)
the Debtors withdraw the Plan or Disclosure Statement, or the
Debtors file any motion or pleading with the Bankruptcy Court that is not consistent
with this Agreement (including the Restructuring Term Sheet) in any material
respect, and such motion or pleading has not been withdrawn before the earlier of
(A) two (2) Business Days after the RBL Agent delivers written notice to the
Debtors that such motion or pleading is inconsistent with this Agreement or the
Restructuring Term Sheet in any material respect and (B) entry of an order of the
Bankruptcy Court approving such motion or pleading;
(xiii)
any Debtor files any motion for, or the Bankruptcy Court enters an
order granting, the (A) conversion of one or more of the Chapter 11 Cases to a case
under chapter 7 of the Bankruptcy Code, (B) appointment of an examiner with
expanded powers beyond those set forth in section 1106(a)(3) and (4) of the
Bankruptcy Code or a trustee or receiver in one or more of the Chapter 11 Cases or
(C) dismissal of one or more of the Chapter 11 Cases;
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(xiv)
the Bankruptcy Court grants relief that is inconsistent with this
Agreement (including the Restructuring Term Sheet) in any material respect,
including by preventing the consummation of the Restructuring, unless the Debtors
have sought a stay of such relief within five (5) Business Days after the date of such
issuance, and such order is stayed, reversed, or vacated within ten (10) Business
Days after the date of such issuance, except if such relief is granted pursuant to a
motion by any Consenting Creditor;
(xv)
any Debtor files, propounds, or otherwise supports any motion or
application seeking authority to sell all or a material portion of its assets without
the prior written consent of the RBL Agent;
(xvi)
any Debtor (x) files, propounds, or otherwise supports any motion
or pleading challenging the amount, validity, enforceability, priority, or perfection,
or seeks avoidance, subordination, recharacterization or other similar relief with
respect to the RBL Claims or the liens and security interests securing the RBL
Obligations or (y) fails to timely object to any motion by any creditor, including an
official committee of unsecured creditors, seeking standing to challenge the same;
(xvii)
any Debtor enters into, or files a motion seeking approval of, debtorin-possession financing on terms that are not reasonably acceptable to the RBL
Agent;
(xviii)
any of the Definitive Documents shall have been amended in a
manner adverse in any material respect to the Consenting Creditors, without the
prior written consent of the RBL Agent;
(xix)
any governmental authority, including any regulatory authority or
court of competent jurisdiction issues any ruling, judgment, or order enjoining the
consummation of or prohibiting the Company from implementing the Plan or the
Restructuring, and either (A) such ruling, judgment, or order has been issued at the
request of or with the acquiescence of the Company, or (B) in all other
circumstances, such ruling, judgment, or order has not been stayed, reversed, or
vacated within fifteen (15) days after such issuance;
(xx)
if the Company gives notice of termination of this Agreement
pursuant to this Section 6; or
(xxi)
(c)

if the Confirmation Order is denied by the Bankruptcy Court.

A “Company Termination Event” shall mean any of the following:

(i)
the breach by one or more of the Consenting Creditors of any of the
undertakings, representations, warranties, or covenants of the Consenting Creditors
set forth herein in any material respect that remains uncured for a period of five
15
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(5) Business Days after the Company delivers written notice of such breach
pursuant to this Section 6 and in accordance with Section 21 hereof (as applicable),
but only if the non-breaching Consenting Creditors collectively (x) hold less than
66⅔% of the aggregate principal amount outstanding of the RBL Obligations or (y)
comprise less than half in number of the RBL Lenders;
(ii)
the board of directors, managers, managing member, members, or
partners, as applicable, of Parent or any Debtor reasonably determines in good faith
based upon the advice of counsel that continued performance under this Agreement
would be inconsistent with the exercise of its fiduciary duties under applicable law,
and such Debtor provides notice of such determination to the Consenting Creditors
and Consenting Sponsors within five (5) Business Days after the date thereof;
(iii)

if the Confirmation Order is denied by the Bankruptcy Court;

(iv)
any governmental authority, including any regulatory authority or
court of competent jurisdiction issues any ruling, judgment, or order enjoining the
consummation of, or prohibiting any Debtor from implementing, the Plan or the
Restructuring, and such ruling, judgment, or order has not been stayed, reversed, or
vacated within fifteen (15) days after such issuance;
(v)
if the Consenting Creditors give notice of termination of this
Agreement pursuant to this Section 6; or
(vi)
the Bankruptcy Court enters an order (A) directing the appointment
of a trustee in the Chapter 11 Cases, (B) converting any of the Chapter 11 Cases to
cases under chapter 7 of the Bankruptcy Code, or (C) dismissing any of the Chapter
11 Cases.
(d)

A “Consenting Sponsor Termination Event” shall mean any of the

following:
(i)
if, as of 11:59 p.m. Eastern Time ten (10) calendar days after the
Outside Petition Date, the Chapter 11 Cases have not been filed;
(ii)
if, as of 11:59 p.m. Eastern Time one hundred twenty-five (125)
calendar days after the Petition Date, the Bankruptcy Court has not entered the
Confirmation Order;
(iii)
if, as of 11:59 p.m. Eastern Time thirty (30) calendar days after the
Outside Date, the Plan Effective Date shall not have occurred;
(iv)
if any Debtor files any motion or pleading with the Bankruptcy
Court that is not consistent with this Agreement (including the Restructuring Term
Sheet) in a manner that directly or indirectly (1) materially and adversely affects
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the economic or non-economic rights, waivers, or releases granted to or received
by, or to be granted to or received by, the Consenting Sponsors pursuant to this
Agreement or (2) materially increases the obligations of the Consenting Sponsors
under this Agreement or in connection with the Restructuring, and such motion or
pleading has not been withdrawn before the earlier of (A) two (2) Business Days
after a Consenting Sponsor delivers written notice to the Debtors that such motion
or pleading is inconsistent with this Agreement (including the Restructuring Term
Sheet) in any material respect and (B) entry of an order of the Bankruptcy Court
approving such motion or pleading;
(v)
any Debtor files any motion for, or the Bankruptcy Court enters a
Final Order granting, the (A) conversion of one or more of the Chapter 11 Cases to
a case under chapter 7 of the Bankruptcy Code, (B) appointment of an examiner
with expanded powers beyond those set forth in section 1106(a)(3) and (4) of the
Bankruptcy Code or a trustee or receiver in one or more of the Chapter 11 Cases or
(C) dismissal of one or more of the Chapter 11 Cases;
(vi)
if the Bankruptcy Court grants relief in a Final Order that is
inconsistent with this Agreement (including the Restructuring Term Sheet) in a
manner that directly or indirectly (1) materially and adversely affects the economic
or non-economic rights, waivers, or releases granted to or received by, or to be
granted to or received by, the Consenting Sponsors pursuant to this Agreement or
(2) materially increases the obligations of the Consenting Sponsors under this
Agreement or in connection with the Restructuring, including by preventing the
consummation of the Restructuring;
(vii)
the Company files with the Bankruptcy Court a Definitive
Document (or subsequently amends, supplements or modifies such Definitive
Document) without complying with Section 2(b)(ii)(C) and such Consenting
Sponsor has not otherwise consented to such Definitive Document;
(viii)
any governmental authority, including any regulatory authority or
court of competent jurisdiction, of any ruling, judgment, or order enjoining the
consummation of or prohibiting any Debtor from implementing the Plan or the
Restructuring, and such ruling, judgment, or order has not been stayed, reversed, or
vacated within fifteen (15) days after such issuance;
(ix)
any Debtor gives notice of termination of this Agreement pursuant
to this Section 6;
(x)

if the Confirmation Order is denied by the Bankruptcy Court;

(xi)
if the Company does not provide the Consenting Sponsors with
notice of the Tax Structure at least five (5) Business Days prior to the Voting
Deadline; or
17
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(xii)
if the Consenting Sponsors have given the Company and the RBL
Agent notice, at least three (3) Business Days prior to the Voting Deadline, that the
Tax Structure is not reasonably acceptable to the Consenting Sponsors.
(e)
Notwithstanding the foregoing, any of the dates and deadlines set forth in
Section 6(b) and 6(c) may be extended by agreement of the Company and the RBL Agent in the
exercise of their respective sole discretion and without the consent of the Consenting Sponsors.
(f)
Mutual Termination. This Agreement may be terminated by mutual
agreement of the Company and the Requisite Creditors upon the receipt of written notice delivered
in accordance with Section 21 hereof.
(g)
Effect of Termination. Subject to the provisions contained in Section 6(a)
and Section 14 hereof, upon the termination of this Agreement in accordance with this Section 6,
this Agreement shall forthwith become null and void and of no further force or effect and each
Party shall, except as provided otherwise in this Agreement, be immediately released from its
liabilities, obligations, commitments, undertakings, and agreements under or related to this
Agreement. Upon such termination, each Party shall have all the rights and remedies that it would
have had and shall be entitled to take all actions, whether with respect to the Restructuring or
otherwise, that it would have been entitled to take had it not entered into this Agreement, including
all rights and remedies available to it under applicable law; provided, however, that in no event
shall any such termination relieve a Party from liability for its breach or non-performance of any
of its obligations hereunder prior to the date of such termination.
(h)
If the Restructuring is not consummated, nothing herein shall be construed
as a waiver by any Party of any or all of such Party’s rights, and the Parties expressly reserve any
and all of their respective rights. This Agreement and all negotiations relating hereto shall not be
admissible into evidence in any proceeding other than a proceeding to enforce the Agreement’s
terms, and, if applicable, Federal Rule of Evidence 408 and any other applicable rules shall apply.
7.

Definitive Documents; Good Faith Cooperation; Further Assurances.

Each Party hereby covenants and agrees to cooperate with each other in good faith
in connection with, and shall exercise commercially reasonable efforts with respect to the pursuit,
approval, negotiation, execution, delivery, implementation, and consummation of the Plan and the
Restructuring, as well as the negotiation, drafting, execution and delivery of the Definitive
Documents. Furthermore, subject to the terms hereof, each of the Parties shall (a) take such action
as may be reasonably necessary or reasonably requested by the other Parties to carry out the
purposes and intent of this Agreement, including making and filing any required regulatory filings,
and (b) refrain from taking any action that would frustrate the purposes and intent of this
Agreement.
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Representations and Warranties.

(a)
Each Party, severally (and not jointly), represents and warrants to the other
Parties that each of the following statements are true, correct, and complete as of the date hereof
(or as of the date a Consenting Creditor becomes a party hereto):
(i)
such Party is validly existing and in good standing under the laws of
its jurisdiction of incorporation or organization and, has all requisite corporate,
partnership, limited liability company or similar authority to enter into this
Agreement and carry out the transactions contemplated hereby and perform its
obligations contemplated hereunder;
(ii)
the execution, delivery, and performance by such Party of this
Agreement does not and will not (A) violate any material provision of law, rule, or
regulation applicable to it or any of its subsidiaries or its charter or bylaws (or other
similar governing documents) or those of any of its subsidiaries, or (B) conflict
with, result in a breach of, or constitute (with due notice or lapse of time or both) a
default under any material contractual obligation to which it or any of its
subsidiaries is a party except, in the case of the Company, for the filing of the
Chapter 11 Cases;
(iii)
other than such notices or consents required to be sent in connection
with the filing of the Chapter 11 Cases, the execution, delivery, and performance
by such Party of this Agreement does not and will not require any material
registration or filing with, consent or approval of, or notice to, or other action, with
or by, any federal, state or governmental authority or regulatory body; and
(iv)
this Agreement is the legally valid and binding obligation of such
Party, enforceable against it in accordance with its terms, except as enforcement
may be limited by bankruptcy, insolvency, reorganization, moratorium, or other
similar laws relating to or limiting creditors’ rights generally, by equitable
principles relating to enforceability, or by a ruling of the Bankruptcy Court.
(b)
Each Consenting Creditor severally (and not jointly) represents and
warrants to the other Parties that, as of the date hereof (or as of the date such Consenting Creditor
becomes a party hereto), such Consenting Creditor is the owner of the aggregate principal amount
of RBL Obligations set forth below its name on the signature page hereto (or below its name on
the signature page of a Joinder Agreement for any Consenting Creditor that becomes a party hereto
after the date hereof), free and clear of any restrictions on transfer, liens or options, warrants,
purchase rights, contracts, or commitments, or, to such Person’s knowledge, any claims, demands,
and other encumbrances and does not own any other RBL Obligations.
(c)
Each Consenting Sponsor severally (and not jointly) represents and
warrants to the other Parties that, as of the date hereof, such Consenting Sponsor (i) indirectly,
through its equity interests in Chisholm Holdings and its applicable subsidiaries is the owner of
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the aggregate principal amount of Interests set forth below its name on the signature page hereto,
free and clear of any restrictions on transfer, liens or options, warrants, purchase rights, contracts,
commitments, claims, demands, and other encumbrances and does not own any other Interests and
(ii) has, with respect to the beneficial owners of such equity interests, (A) sole investment or voting
discretion with respect thereto, (B) full power and authority to vote on and consent to matters
concerning such equity interests or to exchange, assign, and transfer such equity interests and (C)
full power and authority to bind or act on the behalf of, such beneficial owners.
9.

Disclosure; Publicity.

The Company shall submit drafts to the RBL Agent’s Counsel of any press releases
regarding the Restructuring at least two (2) Business Days prior to making any such disclosure.
Except as required by applicable law, and notwithstanding any provision of any other agreement
between the Company and such Consenting Creditor to the contrary, no Party or its advisors shall
disclose to any Person (including, for the avoidance of doubt, any other Consenting Creditor),
other than advisors to the Company, the principal amount or percentage of any RBL Obligations
held by any Consenting Creditor without such Consenting Creditor’s prior written consent unless
required by law, subpoena, or other legal process or regulation. If such disclosure is required by
law, subpoena, or other legal process or regulation, the disclosing Party shall, to the extent
permitted by law, afford the relevant Consenting Creditor a reasonable opportunity to review and
comment in advance of such disclosure and shall take commercially reasonable measures to limit
such disclosure (the expense of which, if any, shall be borne by the relevant Consenting Creditor).
The foregoing shall not prohibit the disclosure of the aggregate percentage or aggregate principal
amount of RBL Obligations collectively held by the Consenting Creditors. Notwithstanding the
provisions in this Section 9, any Party may disclose a Consenting Creditor’s individual holdings
to the extent consented to in writing by such Consenting Creditor. Any public filing of this
Agreement, with the Bankruptcy Court or otherwise that includes executed signature pages to this
Agreement shall include such signature pages only in redacted form with respect to the holdings
of each Consenting Creditor and Consenting Sponsor (provided that the aggregate amount of
holdings held by all Consenting Creditors with respect to each class of Claims may be filed in
unredacted form with the Bankruptcy Court under seal).
10.

Amendments and Waivers.

(a)
Other than as set forth in Section 10(b), this Agreement, including any
exhibits or schedules hereto, may only be waived, modified, amended, or supplemented with the
written consent of the Company and the Requisite Creditors, in each case, such consent not to be
unreasonably withheld, conditioned, or delayed.
(b)

Notwithstanding Section 10(a):

(i)
any waiver, modification, amendment, or supplement to this
Section 10 shall require the written consent of (A) the Company and (B) each
Consenting Creditor;
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(ii)
any modification, amendment, or change to the definition of
“Requisite Creditors” shall require the written consent of each Consenting Creditor
and Parent;
(iii)
any change, modification, or amendment to this Agreement
(including the Restructuring Term Sheet) or the Plan that treats or affects any
Consenting Creditor’s Claims arising under the RBL Credit Agreement in a manner
that is materially and adversely disproportionate, on an economic or non-economic
basis, to the manner in which any of the other Consenting Creditors are treated
(after taking into account each of the Consenting Creditor’s respective holdings in
the Company and the recoveries contemplated by the Plan (as in effect on the date
hereof)) shall require the written consent of such materially adversely and
disproportionately affected Consenting Creditor;
(iv)
any waiver, modification, amendment, or supplement to Section 4,
Section 6(d), or Section 10(b)(iv), (v), (vi), or (vii) shall also require the written
consent of each Consenting Sponsor;
(v)
any modification, amendment, or change to the definition of
“Consenting Sponsors” shall require the written consent of each Consenting
Sponsor;
(vi)
(x) any waiver, modification, amendment, or supplement to this
Agreement shall require the written consent of each Consenting Sponsor to the
extent that such waiver, modification, amendment, or supplement directly or
indirectly (x) materially and adversely affects the economic or non-economic
rights, waivers, or releases granted to or received by, or to be granted to or received
by, the Consenting Sponsors pursuant to this Agreement or (y) materially increase
the obligations that the Consenting Sponsors may have or may be required to incur
under this Agreement; and
(vii)
any change, modification, amendment, or supplement to this
Agreement (including the Restructuring Term Sheet) or the Plan that treats or
affects any Consenting Sponsor in a manner that is materially and adversely
disproportionate, on an economic basis, to the manner in which the other
Consenting Sponsor is treated shall require the written consent of such materially
adversely and disproportionately affected Consenting Sponsor.
(c)
In the event that a materially adversely and disproportionately affected
Consenting Creditor (“Non-Consenting Creditor”) does not consent to a waiver, change,
modification, or amendment to this Agreement requiring the consent of each Consenting Creditor,
but such waiver, change, modification, or amendment receives the consent of Consenting Creditors
holding at least 66⅔% of the aggregate principal amount outstanding of the RBL Obligations and
constituting at least one half in number of RBL Lenders, this Agreement shall be deemed to have
been terminated only as to such Non-Consenting Creditor, but this Agreement shall continue in
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full force and effect in respect to all other Consenting Creditors from time to time without the
consent of any Consenting Creditors who have so consented. Notwithstanding the foregoing, the
Company may amend, modify, or supplement this Agreement, the Restructuring Term Sheet, or
the Plan from time to time without the consent of any Consenting Creditor to cure any ambiguity,
defect (including any technical defect), or inconsistency so long as (A) the Company obtains the
consent (which consent shall not be unreasonably withheld) of the RBL Agent and (B) any such
amendments, modifications, or supplements do not materially adversely affect the rights, interests,
or treatment of the Consenting Creditors or the Consenting Sponsors under this Agreement, the
Restructuring Term Sheet, or the Plan.
11.

Effectiveness.

This Agreement shall become effective and binding upon each Party upon the
execution and delivery by such Party of an executed signature page hereto and shall become
effective and binding on all Parties on the Support Effective Date; provided, however, that
signature pages executed by Consenting Creditors shall be delivered to (i) other Consenting
Creditors and each Consenting Sponsor in a redacted form that removes such Consenting
Creditors’ holdings of the RBL Obligations and (ii) the Company, Weil, and RBL Agent’s Counsel
in an unredacted form (to be held by Weil and RBL Agent’s Counsel on a professionals’ eyes onlybasis).
12.

GOVERNING LAW; JURISDICTION; WAIVER OF JURY TRIAL.

(a)
This Agreement shall be construed and enforced in accordance with, and
the rights of the parties shall be governed by, the law of the State of New York, without giving
effect to the conflict of laws principles thereof.
(b)
Each of the Parties irrevocably agrees that any legal action, suit, or
proceeding arising out of or relating to this Agreement brought by any Party shall be brought and
determined in any federal or state court in the Borough of Manhattan in the City of New York
(“NY Court”) and each of the Parties hereby irrevocably submits to the exclusive jurisdiction of
the aforesaid courts for itself and with respect to its property, generally and unconditionally, with
regard to any such proceeding arising out of or relating to this Agreement or the Restructuring.
Each of the Parties agrees not to commence any proceeding relating to this Agreement or the
Restructuring except in the NY Court, other than proceedings in any court of competent
jurisdiction to enforce any judgment, decree, or award rendered by any NY Court. Each of the
Parties further agrees that notice as provided in Section 21 shall constitute sufficient service of
process and the Parties further waive any argument that such service is insufficient. Each of the
Parties hereby irrevocably and unconditionally waives, and agrees not to assert, by way of motion
or as a defense, counterclaim or otherwise, in any proceeding arising out of or relating to this
Agreement or the Restructuring, (i) any claim that it is not personally subject to the jurisdiction of
the NY Court for any reason, (ii) that it or its property is exempt or immune from jurisdiction of
any such court or from any legal process commenced in such courts (whether through service of
notice, attachment prior to judgment, attachment in aid of execution of judgment, execution of
judgment, or otherwise) and (iii) that (A) the proceeding in any such court is brought in an
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inconvenient forum, (B) the venue of such proceeding is improper, or (C) this Agreement, or the
subject matter hereof, may not be enforced in or by such courts. Notwithstanding the foregoing,
during the pendency of the Chapter 11 Cases, all proceedings contemplated by this Section 12(b)
shall be brought in the Bankruptcy Court.
(c)
EACH PARTY HEREBY WAIVES, TO THE FULLEST EXTENT
PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY
IN ANY LEGAL PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT OF OR
RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED
HEREBY (WHETHER BASED ON CONTRACT, TORT, OR ANY OTHER THEORY). EACH
PARTY (I) CERTIFIES THAT NO REPRESENTATIVE, AGENT, OR ATTORNEY OF ANY
OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH
OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE
FOREGOING WAIVER AND (II) ACKNOWLEDGES THAT IT AND THE OTHER PARTIES
HAVE BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER
THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION.
13.

Specific Performance/Remedies.

It is understood and agreed by the Parties that money damages would not be a
sufficient remedy for any breach of this Agreement by any Party. Each non-breaching Party shall
be entitled to specific performance and injunctive or other equitable relief (including reasonable
attorneys’ fees and costs), including an order of the Bankruptcy Court requiring any Party to
comply promptly with any of its obligations hereunder, as a remedy of any such breach without
the necessity of proving the inadequacy of money damages as a remedy. Each Party also agrees
that it will not seek, and will waive any requirement for, the securing or posting of a bond in
connection with any Party seeking or obtaining such relief.
14.

Survival.

Notwithstanding the termination of this Agreement pursuant to Section 6 hereof,
the agreements and obligations of the Parties in this Section 14 and Sections 6(g), 6(h), 9, 12, 13,
16, 17, 18, 19, 21 and 22 hereof (and any defined terms used in any such Sections) shall survive
such termination and shall continue in full force and effect in accordance with the terms hereof;
provided, however, that any liability of a Party for breach of the terms of this Agreement shall
survive such termination.
15.

Headings.

The headings of the sections, paragraphs, and subsections of this Agreement are
inserted for convenience only and shall not affect the interpretation hereof or, for any purpose, be
deemed a part of this Agreement.
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Successors and Assigns; Severability; Several Obligations.

This Agreement is intended to bind and inure to the benefit of the Parties and their
respective successors and permitted assigns; provided, however, that nothing contained in this
Section 16 shall be deemed to permit Transfers of the Claims or Interests other than in accordance
with the express terms of this Agreement. If any provision of this Agreement, or the application
of any such provision to any Person or circumstance, shall be held invalid or unenforceable in
whole or in part, such invalidity or unenforceability shall attach only to such provision or part
thereof and the remaining part of such provision hereof and this Agreement shall continue in full
force and effect so long as the economic or legal substance of the transactions contemplated hereby
is not affected in any manner materially adverse to any Party. Upon any such determination of
invalidity, the Parties shall negotiate in good faith to modify this Agreement so as to effect the
original intent of the Parties as closely as possible in a reasonably acceptable manner in order that
the transactions contemplated hereby are consummated as originally contemplated to the greatest
extent possible. The agreements, representations, and obligations of the Parties are, in all respects,
ratable and several and neither joint nor joint and several.
17.

No Third-Party Beneficiaries.

Unless expressly stated herein, this Agreement shall be solely for the benefit of the
Parties and no other Person shall be a third-party beneficiary hereof. No Party shall have any
responsibility for any trading by any other entity by virtue of this Agreement. No prior history,
pattern, or practice of sharing confidences among or between the Consenting Creditors shall in any
way affect or negate this understanding and agreement. The Parties have no agreement,
arrangement, or understanding with respect to acting together for the purpose of acquiring,
holding, voting, or disposing of any equity securities of Parent and do not constitute a “group”
within the meaning of Rule 13d-5 under the Securities Exchange Act of 1943, as amended.
18.

Prior Negotiations; Entire Agreement.

This Agreement, including the exhibits and schedules hereto (including the
Restructuring Term Sheet) the entire agreement of the Parties and supersedes all other prior
negotiations, with respect to the subject matter hereof and thereof.
19.

Confidentiality Agreements.

Notwithstanding anything to the contrary in any agreement between any Company
and any Consenting Creditor, including the RBL Credit Agreement, the Parties acknowledge that
(a) the terms of (i) Section 13.16 of the RBL Credit Agreement and (ii) any “click-through” prompt
a Consenting Creditor acknowledged by its entry into the virtual data room related to these
transactions or receipt of documents contained in such virtual data room, as applicable, (the
foregoing clauses (i) and (ii), the “Confidentiality Terms”) are incorporated into this Agreement
by reference and shall continue in full force and effect, as applicable (and all obligations thereunder
shall be binding upon the Parties, each of their Representatives and any other third party who
signed (or signs) a joinder thereto until the earlier of (x) the Plan Effective Date or (y) the date
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which is eighteen (18) months following the date this Agreement is terminated), and (b) any
information provided to the Consenting Creditors which was subject to Confidentiality Terms prior
to the date hereof or following the date of this Agreement shall be deemed, subject to the
exceptions enumerated therein, to be Confidential Information.
20.

Counterparts.

This Agreement may be executed in several counterparts, each of which shall be
deemed to be an original, and all of which together shall be deemed to be one and the same
agreement. Execution copies of this Agreement may be delivered by electronic mail, or otherwise,
which shall be deemed to be an original for the purposes of this paragraph.
21.

Notices.

All notices hereunder shall be deemed given if in writing and delivered, sent by
electronic mail to the following addresses:
(1) If to the Company, to:
Chisholm Oil & Gas Operating, LLC
1 West Third Street, Suite 1700,
Tulsa, OK 74103
Attention: Michael Rigg
(Michael.Rigg@chisholmog.com)
With a copy to:
Weil, Gotshal & Manges LLP
767 Fifth Avenue
New York, NY 10153
Attention: Matt Barr
(Matt.Barr@weil.com)
Kelly DiBlasi
(Kelly.DiBlasi@weil.com)
Mariel E. Cruz
(Mariel.Cruz@weil.com)
(2) If to RBL Agent, to:
Citibank, N.A.
2700 Post Oak Blvd.
Suite 550
Houston, TX 77056
Attention: Bryan McDavid
(bryan.mcdavid@citi.com)
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Harry P. Vlandis
(harry.p.vlandis@citi.com)
(3) If to a Consenting Creditor, or a transferee thereof, to the addresses set forth
below the Consenting Creditor’s signature (or as directed by any transferee
thereof), as the case may be, with a copy to:
Linklaters LLP
Counsel to RBL Agent
1345 Avenue of the Americas
New York, NY 10105
Attention: Margot Schonholtz
(Margot.Schontholz@linklaters.com)
Penelope Jensen
(Penelope.Jensen@linklaters.com)
(4) If to a Consenting Sponsor, to the address(es) set forth below the Consenting
Sponsor’s signature, with a copy to:
Paul, Weiss, Rifkind, Wharton & Garrison, LLP
1285 Avenue of the Americas
New York, NY 10019
Attention: Jeffrey D. Saferstein
(jsaferstein@paulweiss.com)
Elizabeth McColm
(emccolm@paulweiss.com)
Any notice given by electronic mail shall be effective upon oral, machine, or electronic
mail (as applicable) confirmation of transmission.
22.

No Solicitation; Representation by Counsel; Adequate Information.

(a)
This Agreement is not and shall not be deemed to be a solicitation for votes
in favor of the Plan in the Chapter 11 Cases or a solicitation of an offer to buy securities. The
acceptances of the Consenting Creditors with respect to the Plan will not be solicited until such
Consenting Creditor has received the Disclosure Statement and, as applicable, related ballots and
Solicitation materials. In addition, this Agreement does not constitute an offer to issue or sell
securities to any Person or the solicitation of an offer to acquire or buy securities in any jurisdiction
where such offer or solicitation would be unlawful.
(b)
Each Party acknowledges that it has had an opportunity to receive
information from the Company and that it has been represented by counsel in connection with this
Agreement and the transactions contemplated hereby. Accordingly, any rule of law, or order, or
any legal decision that would provide any Party with a defense to the enforcement of the terms of
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this Agreement against such Party based upon lack of legal counsel shall have no application and
is expressly waived.
(c)
Each Consenting Creditor and each Consenting Sponsor acknowledges,
agrees, and represents to the other Parties that it (i) is an “accredited investor” as such term is
defined in Rule 501 of Regulation D of the Securities Act or a “qualified institutional buyer” as
such term is defined in Rule 144A under the Securities Act, and (ii) has such knowledge and
experience in financial and business matters that such Consenting Creditor or such Consenting
Sponsor, as applicable, is capable of evaluating the merits and risks of the securities to be acquired
by it (if any) pursuant to the Restructuring and understands and is able to bear any economic risks
with such investment.
23.
Acknowledgments. The Parties understand that the Consenting Creditors
are engaged in a wide range of financial services and businesses. In furtherance of the foregoing,
the Parties acknowledge and agree that, to the extent a Consenting Creditor expressly indicates on
its signature page hereto that it is executing this Agreement on behalf of specific trading desk(s)
and/or business group(s) of the Consenting Creditor, the obligations set forth in this Agreement
shall only apply to such trading desk(s) and/or business group(s) and shall not apply to any other
trading desk or business group of the Consenting Creditor so long as they are not acting at the
direction or for the benefit of such Consenting Creditor or such Consenting Creditor’s investment
in the Company; provided, that the foregoing shall not diminish or otherwise affect the obligations
and liability therefor of any legal entity that (i) executes this Agreement or (ii) on whose behalf
this Agreement is executed by a Consenting Creditor.
24.
Agent Instruction. The Consenting Creditors hereby (i) authorize and
instruct the RBL Agent and the RBL Collateral Agent to execute and deliver this Restructuring
Support Agreement and (ii) acknowledge and agree that these instructions set forth in this Section
24 constitute an instruction from the RBL Lenders under the RBL Credit Documents.
25.

Miscellaneous.

When a reference is made in this Agreement to a Section, Exhibit, or Schedule,
such reference shall be to a Section, Exhibit, or Schedule, respectively, of or attached to this
Agreement unless otherwise indicated. Unless the context of this Agreement otherwise requires,
(i) words using the singular or plural number also include the plural or singular number,
respectively, (ii) the terms “hereof,” “herein,” “hereby,” and derivative or similar words refer to
this entire Agreement, (iii) the words “include,” “includes,” and “including” when used herein
shall be deemed in each case to be followed by the words “without limitation,” (iv) the word “or”
shall not be exclusive and shall be read to mean “and/or” and (v) unless the context otherwise
requires, the word “extent” in the phrase “to the extent” means the degree to which a subject or
other thing extends, and such phrase does not mean simply “if.” The Parties agree that they have
been represented by legal counsel during the negotiation and execution of this Agreement and,
therefore, waive the application of any law, regulation, holding, or rule of construction providing
that ambiguities in an agreement or other document shall be construed against the party drafting
such agreement or document.
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be
executed and delivered by their respective duly authorized officers, solely in their respective
capacity as officers of the undersigned and not in any other capacity, as of the date first set forth
above.
CHISHOLM OIL AND GAS OPERATING II,
LLC

By:
Name: Michael Rigg
Title: Chief Financial Officer

[Signature Page to Restructuring Support Agreement]
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CHISHOLM OIL AND GAS OPERATING, LLC

By:
Name: Michael Rigg
Title: Chief Financial Officer

[Signature Page to Restructuring Support Agreement]

Case 20-11593-BLS

Doc 15

Filed 06/18/20

Page 66 of 107

COTTONMOUTH SWD, LLC

By:
Name: Michael Rigg
Title: Chief Financial Officer

[Signature Page to Restructuring Support Agreement]
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CHISHOLM OIL AND GAS NOMINEE, INC.

By:
Name: Michael Rigg
Title: Chief Financial Officer

[Signature Page to Restructuring Support Agreement]
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CHISHOLM OIL AND GAS MANAGEMENT II,
LLC

By:
Name: Michael Rigg
Title: Chief Financial Officer

[Signature Page to Restructuring Support Agreement]
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RBL AGENT AND CONSENTING CREDITOR
CITIBANK, N.A.
By:
Name:

Bryan McDavid

Title:

Senior Vice President

Notice Address:
2700 Post Oak, Suite 550
Houston, TX 77056-5844

Fax:
Attention: Bryan McDavid
Email: bryan.mcdavid@citi.com

[Signature Page to Restructuring Support Agreement]
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CONSENTING CREDITOR
GOLDMAN SACHS LENDING PARTNERS LLC         
                     
                     
                   
               

By:
Name:

 

Title:

 

Notice Address:

  
   
Fax:
Attention:  
Email: 
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CONSENTING CREDITOR
MACQUARIE CAPITAL FUNDING LLC

By:
Name:

Mimi Shih

Title:

Authorized Signatory

By:
Name:

Jeff Abt

Title:

Authorized Signatory

Notice Address:
125 West 55th Street
New York, NY, 10019
Fax: 212-231-6518
Attention: Macquarie Capital Debt Capital Markets Middle Office
Email: maccap.dcmadmin@macquarie.com

[Signature Page to Restructuring Support Agreement]
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CONSENTING CREDITOR
MORGAN STANLEY SENIOR FUNDING, INC. on behalf of its Special Assets Oversight Team, and
not on behalf of any of its other business units or teams or those of its affiliates.
By:
Name:

Kevin Newman

Title:

Vice President

Notice Address:
750 7th Avenue
29th Floor
New York, NY 10019
Fax:
Attention: Kevin Newman
Email: kevin.newman@morganstanley.com

[Signature Page to Restructuring Support Agreement]
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CONSENTING CREDITOR
ROYAL BANK OF CANADA

By:
Name:

Leslie P. Vowell

Title:

Authorized Signatory

Notice Address:
Three Brookfield Place
200 Vesey Street, 12th Floor
New York, New York 10281
Fax:
Attention: Leslie P. Vowell
Email: les.vowell@rbccm.com

[Signature Page to Restructuring Support Agreement]
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CONSENTING CREDITOR
TORONTO-DOMINION BANK, NEW YORK
BRANCH

By:
Name:

Brian MacFarlane

Title:

Authorized Signatory

Notice Address:
909 Fannin Street, Suite 1100
Houston, Texas
77010
Fax:
Attention: Alan Huynh / Sundeep Bhakoo
Email: Alan.Huynh@tdsecurities.com / Sundeep.Bhakoo@tdsecurities.com

[Signature Page to Restructuring Support Agreement]
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CONSENTING SPONSOR
GASTAR HOLDCO LLC
By:
Name:
Title:

Nate Walton
Authorized
Signatory

605,248,011.65 Series A Units of Chisholm Oil and Gas Holdings, LLC
Number of Interests: ______________

Notice Address:
ACOF Investment Management LLC
2000 Avenue of the Stars, 12th Floor
Los Angeles, California, 90067
Fax:
Attention: Nate Walton and Gary Levin
Email: nwalton@aresmgmt.com; glevin@aresmgmt.com

[Signature Page to Restructuring Support Agreement]
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Signature Page to Restructuring Support Agreement
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SCHEDULE I
OTHER PARTIES TO THE AGREEMENT


Cottonmouth SWD, LLC



Chisholm Oil and Gas Nominee, Inc.



Chisholm Oil and Gas Management II, LLC
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Cash Flow Forecast – 13 Weeks
Chisholm Oil & Gas, LLC
Consolidated 13-Week Cash Flow Forecast

Week Ending ==>

Pre
Act
Wk-(1)
5/29/20
May-201.00

0

Pre

Post

Pre-Petition <<<
Fcst
Fcst
Wk-1
Wk-2
6/5/20
6/12/20
Jun-204.00
Jun-203.00

Post

>>> Post-Petition
Fcst
Fcst
Wk-3
Wk-4
6/19/20
6/26/20
Jun-202.00
Jun-201.00

Fcst
Wk-5
7/3/20
Jul-20 5.00

Fcst
Wk-6
7/10/20
Jul-20 4.00

Fcst
Wk-7
7/17/20
Jul-20 3.00

Fcst
Wk-8
7/24/20
Jul-20 2.00

Fcst
Wk-9
7/31/20
Jul-20 1.00

Fcst
Wk-10
8/7/20
Aug-204.00

Fcst
Wk-11
8/14/20
Aug-203.00

Fcst
Wk-12
8/21/20
Aug-202.00

Fcst
Wk-13
8/28/20
Aug-201.00

13 Week
Total

RECEIPTS(1)
Oil, Gas, & NGL Receipts
Hedge Settlements
Revenue Distribution
JIB Receivables
Non-Operating Receipts
Other Receipts

$

492
10
0

$

407 $
3,679
(1,387)
49
-

24,225
-

$

-

$

97
-

$

32
-

$

-

$

-

$

6,935
598
-

$

645
85
-

$

- $
(2,189)
-

-

$

4,937
499
-

$

1,970
55
-

Total Gross Receipts

$

502

$

2,747

$

271

$

$

1,852
1,131
411
150
377

$

4,192

$

14,894
27,904
(3,577)
1,416
-

$

24,225

$

-

$

97

$

32

$

-

$

-

$

7,533

$

729

$

(2,189) $

-

$

5,437

$

2,025

-

$

-

$

245

$

-

$

200

$

-

$

245

$

-

$

200

$

-

$

245

$

-

$

-

$

1,134

1,275
230

$

845
200

$

244
50
-

$

1,087
41
294

$

1,094
41
100

$

758
7
91

$

764
7
41

$

756
7
50
72

$

764
7
41

$

758
52
41

$

959
37
53

$

952
37
414
50
139

$

959
37
53

$

10,970
274
658
150
1,355

$

1,505

$

1,045

$

539

$

1,421

$

1,435

$

856

$

1,057

$

885

$

1,012

$

851

$

1,294

$

1,592

$

1,049

$

14,541

(3,690) $

1,242

$

23,180

$

(539) $

(1,057) $

6,648

$

(283) $

(1,294) $

3,844

$

976

$

26,095

40,636

OPERATING DISBURSEMENTS (2)
Employee Related:
Payroll
Non-Employee Related:
Lease Operating Expense
CapEx
JIB Payables
Production Taxes
Rent & Utilities
Insurance
Hedge Settlements
G&A Expenses
Total Operating Disbursements

$

OPERATING CASH FLOW

$

(1,324) $

(1,403) $

(856) $

(3,040) $

Pre-Petition Cash Interest & Bank Fees
RBL Interest / Undrawn Fees

$

-

$

-

$

-

$

-

$

-

$

-

$

-

$

-

$

-

$

-

$

-

$

-

$

-

$

-

$

-

Total Interest & Bank Fees

$

-

$

-

$

-

$

-

$

-

$

-

$

-

$

-

$

-

$

-

$

-

$

-

$

-

$

-

$

-

330
-

$

580
-

$

1,648
-

$

1,566
-

$

403
-

$

1,478
-

$

15,333
4,300
-

Chapter 11 Adjustments
(3)

0
110 $
511
-

0
1,249 $
-

0
3,514 $
-

0
650 $
1,075
-

0
813 $
1,075
-

0
730 $
1,075
-

505
1,075
-

$

1,870
-

$

Professional / Independent Fees
D&O Tail
Pre-Petition Payables
Cash Payment on GUC Recoveries
Payment of Contract Assumption Cures

$

Total Non-Recurring Items

$

621

$

1,249

$

3,514

$

1,725

$

1,888

$

1,805

$

1,580

$

1,870

$

330

$

580

$

1,648

$

1,566

$

403

$

1,478

$

19,633

TOTAL DISBURSEMENTS

$

4,813

$

2,754

$

4,558

$

2,263

$

3,309

$

3,240

$

2,436

$

2,927

$

1,215

$

1,592

$

2,498

$

2,860

$

1,995

$

2,527

$

34,174

NET CASH FLOW

$

(4,311) $

(7) $

19,667

$

(2,263) $

(3,212) $

(3,208) $

(2,436) $

(2,927) $

6,318

$

(863) $

(4,687) $

(2,860) $

3,442

$

(502)

$

6,462

$

15,933 $
(4,311)
11,622 $

11,622 $
(7)
11,615 $

11,615
19,667
31,281

$

31,281 $
(2,263)
29,018 $

29,018 $
(3,212)
25,806 $

25,806 $
(3,208)
22,598 $

22,598 $
(2,436)
20,163 $

20,163 $
(2,927)
17,236 $

17,236
6,318
23,554

$

23,554 $
(863)
22,691 $

22,691 $
(4,687)
18,004 $

18,004 $
(2,860)
15,144 $

15,144
3,442
18,586

$

18,586
(502)
18,084

$

11,622
6,462
18,084

CASH AND BORROWINGS
Beginning Book Cash Balance
( +/- ) Net Cash Flow
( + ) Liquidity Need
( +/- ) Voids/Reversals/Other
Ending Book Cash Balance

$

$

$

$

$
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RESTRUCTURING TERM SHEET
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Execution Version

CHISHOLM OIL AND GAS OPERATING, LLC
RESTRUCTURING TERM SHEET
June 15, 2020

This term sheet (this “Restructuring Term Sheet”) sets forth the principal terms of a proposed restructuring
(the “Restructuring”) of the existing indebtedness of Chisholm Oil and Gas Operating II, LLC (“Parent”), Chisholm
Oil and Gas Operating, LLC (“Borrower”) and their affiliates identified below (collectively, the “Company” or the
“Debtors”). The Restructuring will be consummated by the Debtors by commencing cases under chapter 11 of title 11
of the United States Code (the “Bankruptcy Code”) and pursuing a pre-negotiated chapter 11 plan of reorganization
containing the terms set forth herein. This is the Restructuring Term Sheet referenced in, and appended to, the
Restructuring Support Agreement dated as of June 15, 2020, among the Company and the other parties signatory thereto
(as amended, supplemented, or otherwise modified from time to time, the “Restructuring Support Agreement”).
Capitalized terms used but not otherwise defined herein will have the meanings ascribed to such terms in Annex 1.
THIS RESTRUCTURING TERM SHEET DOES NOT CONSTITUTE (NOR WILL IT BE CONSTRUED AS)
AN OFFER WITH RESPECT TO ANY SECURITIES OR A SOLICITATION OF ACCEPTANCES OR
REJECTIONS AS TO ANY PLAN OF REORGANIZATION. IT IS UNDERSTOOD THAT SUCH AN OFFER,
IF ANY, WILL BE MADE ONLY IN COMPLIANCE WITH APPLICABLE PROVISIONS OF SECURITIES,
BANKRUPTCY, AND/OR OTHER APPLICABLE LAWS.
THIS RESTRUCTURING TERM SHEET IS A CONFIDENTIAL SETTLEMENT PROPOSAL IN
FURTHERANCE OF SETTLEMENT DISCUSSIONS. ACCORDINGLY, THIS RESTRUCTURING TERM
SHEET IS PROTECTED BY RULE 408 OF THE FEDERAL RULES OF EVIDENCE AND ANY OTHER
SIMILAR APPLICABLE STATUTES OR DOCTRINES PROTECTING AGAINST THE USE OR
DISCLOSURE OF CONFIDENTIAL SETTLEMENT DISCUSSIONS.
NOTHING IN THIS
RESTRUCTURING TERM SHEET WILL CONSTITUTE OR BE CONSTRUED AS AN ADMISSION OF
ANY FACT OR LIABILITY, A STIPULATION, OR A WAIVER. EACH STATEMENT CONTAINED
HEREIN IS MADE WITHOUT PREJUDICE, SOLELY FOR SETTLEMENT PURPOSES AND WITH A
FULL RESERVATION AS TO ANY RIGHTS, REMEDIES, OR DEFENSES OF ALL PARTIES.
THIS RESTRUCTURING TERM SHEET DOES NOT PURPORT TO SUMMARIZE ALL OF THE TERMS,
CONDITIONS, REPRESENTATIONS, WARRANTIES, AND OTHER PROVISIONS WITH RESPECT TO
THE TRANSACTIONS DESCRIBED HEREIN. SUCH TRANSACTIONS WILL BE SUBJECT TO THE
COMPLETION OF DEFINITIVE DOCUMENTS INCORPORATING THE TERMS SET FORTH HEREIN.
THE CLOSING OF ANY TRANSACTION WILL BE SUBJECT TO THE TERMS AND CONDITIONS SET
FORTH IN SUCH DEFINITIVE DOCUMENTS. EXCEPT AS SET FORTH IN THE RESTRUCTURING
SUPPORT AGREEMENT, NO BINDING OBLIGATIONS WILL BE CREATED BY THIS
RESTRUCTURING TERM SHEET UNLESS AND UNTIL BINDING DEFINITIVE DOCUMENTS ARE
EXECUTED AND DELIVERED BY ALL APPLICABLE PARTIES.
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OVERVIEW
Company:

Parent; Borrower; Cottonmouth SWD, LLC; Chisholm Oil and Gas Nominee, Inc.;
and Chisholm Oil and Gas Management II, LLC (“Chisholm Management”).

Claims and Interests to
be Restructured:

RBL Claims: The RBL Claims consist of not less than $263 million in unpaid
principal due as of the Petition Date, claims with respect to the Secured Hedge
Agreements (as defined in the RBL Credit Agreement) in amounts yet to be
determined, claims with respect to the Secured Cash Management Agreements (as
defined in the RBL Credit Agreement) in amounts yet to be determined, claims on
account of the Indemnified Liabilities (as defined in the RBL Credit Agreement) in
amounts yet to be determined, plus accrued and unpaid interest, fees, costs and other
expenses, including without limitation, reasonable and documented out-of-pocket
attorney’s fees, agent’s fees, other professional fees and disbursements and other
obligations arising under or in connection with that certain Credit Agreement, dated
as of March 21, 2017 (as amended or otherwise modified by that certain Amendment
No. 1 to Credit Agreement dated as of April 10, 2018, that certain Amendment No.
2 to Credit Agreement and Master Assignment Agreement dated as of May 23, 2018,
that certain Amendment No. 3 to Credit Agreement, Master Assignment and
Borrowing Base Redetermination Agreement dated as of November 1, 2018, that
certain Amendment No. 4 to Credit Agreement, Master Assignment and Borrowing
Base Redetermination Agreement dated as of August 9, 2019, that certain
Amendment No. 5 to Credit Agreement, dated as of September 30, 2019, that certain
Forbearance Agreement, dated as April 7, 2020 (as amended by that certain
Amendment No. 1 to the Forbearance Agreement, dated as of May 14, 2020 and as
the same may be further amended, restated, supplemented or otherwise modified
from time to time, the “Forbearance Agreement”) and as the same may be further
amended, restated, supplemented or otherwise modified from time to time,
the “RBL Credit Agreement”), by and among Parent, Borrower, Citibank, N.A., as
administrative agent (the “RBL Agent”), Wilmington Trust, National Association,
as collateral agent (the “RBL Collateral Agent”), and the lenders party thereto from
time to time (the “RBL Lenders”) holding loans and other obligations outstanding
thereunder (the “RBL Obligations” and the Claims thereunder, the “RBL Claims”).
Term Loan Claims: The Term Loan Claims consist of not less than $251,916,666 in
principal amount (which includes payment in kind interest that has been added to
the principal) plus interest, fees, and other expenses arising and payable under that
certain Term Loan Agreement, dated as of March 21, 2017 (as amended, restated,
amended and restated, supplemented or otherwise modified form time to time,
the “Term Loan Agreement”), by and among Parent, Wilmington Trust, National
Association, as administrative agent and collateral agent, and the lenders party
thereto from time to time (the “Term Loan Lenders”) holding loans and other
obligations borrowed thereunder (the “Term Loan Agreement Obligations” and the
Claims thereunder, the “Term Loan Claims”).
General Unsecured Claims: General Unsecured Claims consist of any prepetition
Claim against the Company that is not an RBL Claim, a Term Loan Claim, an
Intercompany Claim, or a Claim that is secured, subordinated, or entitled to priority
under the Bankruptcy Code (the “General Unsecured Claims”).
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Existing Equity Interests: The Existing Equity Interests consist of any Interests in
Parent (the “Existing Equity Interests”).
TRANSACTION OVERVIEW
Restructuring
Summary:

The Company will implement the Restructuring pursuant to the Plan. The Plan will
provide for the classification and treatment of Claims and Interests as described
below under “Treatment of Claims and Interests.”

Use of Cash Collateral:

The Restructuring will be financed by the consensual use of cash collateral,
including proceeds from the monetization of hedges. The cash collateral will be held
in an interest-bearing account at Citibank, N.A. in the Borrower’s name and subject
to the liens securing the RBL Claims. The Company will seek Bankruptcy Court
approval promptly after the Petition Date to use such cash collateral to fund
operations, the administration of the Chapter 11 Cases, and the potential GUC CashOut (as defined below) in accordance with the terms and conditions set forth in the
Cash Collateral Order, including a budget to be agreed upon by the Company and
the RBL Agent.
The Cash Collateral Order will provide for (among other things) “adequate
protection” (as such term is defined in sections 361 and 363 of the Bankruptcy Code)
to the RBL Agent, the RBL Collateral Agent and the other RBL Credit Agreement
Secured Parties.

Exit Credit Facilities:

On the Plan Effective Date, the Company will enter into:
(i)

a first-lien first-out new money exit reserve-based credit facility (the
“FLFO RBL Facility”), in an amount to be determined by prior to the
approval of the Disclosure Statement to be provided by the RBL
Lenders and any other lenders that elect to be become lenders under the
FLFO RBL Facility; and

(ii)

a first-lien second-out take-back term loan facility, with a 7-year
maturity, sized at 1.5x annualized corporate EBITDAX (calculated at
exit based on balance of fiscal year 2020 business plan with 10%
production risking) in a principal amount no greater than $40 million
(the “FLSO Term Loan”, and together with the FLFO RBL Facility,
the “Exit Credit Facilities”). Interest on the FLSO Term Loan will
accrue at LIBOR plus 600bps.

The Exit Credit Facilities will provide that excess cash of the Company above $15
million shall be used first to repay any outstanding obligations under the FLFO RBL
Facility and second to repay any outstanding obligations under the FLSO Term
Loan.
The borrower under the Exit Credit Facilities shall be the Reorganized Borrower.
TREATMENT OF CLAIMS AND INTERESTS
Administrative
Expense Claims and
Priority Tax Claims:

Except to the extent that a holder of an Allowed Adequate Protection Claim,
Allowed Administrative Expense Claim or Allowed Priority Tax Claim agrees to a
less favorable treatment, each holder of an Allowed Adequate Protection Claim,

3

Case 20-11593-BLS

Doc 15

Filed 06/18/20

Page 87 of 107

Allowed Administrative Expense Claim and Allowed Priority Tax Claim will
receive, in full and final satisfaction of such Claim, either:
(i)
(ii)

Cash in an amount equal to such Allowed Claim on the Plan Effective
Date or as soon as practicable thereafter; or
other treatment consistent with the provisions of section 1129(a)(9) of
the Bankruptcy Code.

Unimpaired – Presumed to Accept.
Other Secured Claims:

Except to the extent that a holder of an Allowed Other Secured Claim agrees to a
less favorable treatment, in full and final satisfaction of such Allowed Other Secured
Claim, each holder of an Allowed Other Secured Claim will receive, at the option
of the Debtors or the Reorganized Debtors (as applicable) with the consent of the
RBL Agent (which consent shall not be unreasonably withheld), either:
(i)

(ii)
(iii)

payment in full in Cash on or as soon as reasonably practicable after the
later of the Plan Effective Date and the date that is ten (10) Business
Days after the date on which such Other Secured Claim becomes an
Allowed Other Secured Claim;
reinstatement of its Allowed Other Secured Claim; or
other treatment so as to render such holder’s Allowed Other Secured
Claim unimpaired pursuant to section 1124 of the Bankruptcy Code.

Unimpaired – Presumed to Accept.
Other Priority Claims

Except to the extent that a holder of an Allowed Other Priority Claim agrees to a
less favorable treatment, in full and final satisfaction of such Allowed Other Priority
Claim, each holder of an Allowed Other Priority Claim will receive either:
(i)

(ii)

payment in full in Cash on or as soon as reasonably practicable after the
later of the Plan Effective Date and the date that is ten (10) Business
Days after the date on which such Other Priority Claim becomes an
Allowed Other Priority Claim; or
other treatment consistent with the provisions of section 1129(a)(9) of
the Bankruptcy Code.

Unimpaired – Presumed to Accept.
RBL Claims:
Allowed Claim

On the Plan Effective Date, each holder of an Allowed RBL Claim will receive, in
full and final satisfaction of such Allowed RBL Claim, its Pro Rata share of each of
the following:
(i)

(ii)

95% of the total New Equity Interests issued pursuant to the Plan on the
Plan Effective Date, subject to dilution by (y) the MIP Equity and (z) if
(A) the class of Term Loan Claims and General Unsecured Claims vote
to accept the Plan, (B) the class of Existing Equity Interests vote to
accept the Plan, and (C) as of the Confirmation Date, the Consenting
Sponsors have not terminated their obligations under the Restructuring
Support Agreement pursuant to Section 6(d)(xii) thereof, the Warrant
Equity;
if (A) the class of Term Loan Claims and General Unsecured Claims do
not vote to accept the Plan, (B) the class of Existing Equity Interests do
not vote to accept the Plan, or (C) prior to the Confirmation Date, the
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Consenting Sponsors terminate their obligations under the
Restructuring Support Agreement pursuant to Section 6(d)(xii) thereof,
an additional 5% of the total New Equity Interests, subject to dilution
by the MIP Equity; and
the FLSO Term Loan.

Impaired – Entitled to Vote.
Term Loan Claims,
General Unsecured
Claims:

If (A) the class of Term Loan Claims and General Unsecured Claims vote to accept
the Plan, (B) the class of Existing Equity Interests vote to accept the Plan, and (C)
as of the Confirmation Date, the Consenting Sponsors have not terminated their
obligations under the Restructuring Support Agreement pursuant to Section 6(d)(xii)
thereof, each holder of an Allowed Term Loan Claim or Allowed General
Unsecured Claim will receive on, or as soon as reasonably practicable after the later
of, the Plan Effective Date and the date on which such Term Loan Claim or General
Unsecured Claim becomes Allowed, in full and final satisfaction of such Allowed
Term Loan Claim or Allowed General Unsecured Claim, its Pro Rata share of:
(i)

(ii)

3% of the total New Equity Interests issued pursuant to the Plan on the
Plan Effective Date, subject to dilution by the Warrant Equity and the
MIP Equity; and
Warrants for up to 6% of the total New Equity Interests to be issued
pursuant to the Plan on the Plan Effective Date, subject to dilution by
the MIP Equity.

If (A) the class of Term Loan Claims and General Unsecured Claims do not vote to
accept the Plan, (B) the class of Existing Equity Interests do not vote to accept the
Plan, or (C) prior to the Confirmation Date, the Consenting Sponsors terminate their
obligations under the Restructuring Support Agreement pursuant to Section 6(d)(xii)
thereof, no holder of a Term Loan Claim or General Unsecured Claim will receive
any distribution on account of such Term Loan Claim or General Unsecured Claim
under the Plan.
Impaired – Entitled to Vote.
Convenience Class
Claims:

As soon as practicable prior to the filing of the Chapter 11 Cases, the Debtors and
the RBL Agent will determine if the Debtors are projected to have sufficient Cash
at emergence to make the GUC Cash-Out (as defined below) and if (A) the class of
Term Loan Claims and General Unsecured Claims vote to accept the Plan, (B) the
class of Existing Equity Interests vote to accept the Plan, and (C) as of the
Confirmation Date, the Consenting Sponsors have not terminated their obligations
under the Restructuring Support Agreement pursuant to Section 6(d)(xii) thereof,
then (i) each holder of an Allowed General Unsecured Claim in an amount less than
an amount to be determined by the Company and the RBL Agent and (ii) each holder
of an Allowed General Unsecured Claim in an amount greater than such amount that
elects to “voluntarily and irrevocably” reduce its Claim to an amount to be
determined by the Company and the RBL Agent (such Claims described in (i) and
(ii) collectively, the “Convenience Class Claims”) may elect to receive Cash in an
amount equal to a percentage of such Claim to be determined by the Company and
the RBL Agent of such holder’s Allowed Convenience Class Claim in full and final
satisfaction of such Convenience Class Claims (the “GUC Cash-Out”) and in lieu
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of its Pro Rata share of the New Equity Interests and Warrants distributed to the
class of Term Loan Claims and General Unsecured Claims.
If (A) the class of Term Loan Claims and General Unsecured Claims do not vote to
accept the Plan, (B) the class of Existing Equity Interests do not vote to accept the
Plan, or (C) prior to the Confirmation Date, the Consenting Sponsors terminate their
obligations under the Restructuring Support Agreement pursuant to Section 6(d)(xii)
thereof, no holder of a Convenience Class Claim will receive any distribution on
account of such Convenience Class Claim under the Plan.
Impaired – Entitled to Vote.
Existing Equity
Interests:

On the Plan Effective Date, Existing Equity Interests will be cancelled, released, and
extinguished and will be of no further force and effect.
If (A) the class of Term Loan Claims and General Unsecured Claims vote to accept
the Plan, (B) the class of Existing Equity Interests vote to accept the Plan, and (C)
as of the Confirmation Date, the Consenting Sponsors have not terminated their
obligations under the Restructuring Support Agreement pursuant to Section 6(d)(xii)
thereof, each holder of Existing Equity Interests will receive its Pro Rata share of:
(i)

(ii)

2% of the total New Equity Interests issued pursuant to the Plan on the
Plan Effective Date, subject to dilution by the Warrant Equity and the
MIP Equity; and
Warrants for up to 5% of the total New Equity Interests issued pursuant
to the Plan on the Plan Effective Date, subject to dilution by the MIP
Equity.

If (A) the class of Term Loan Claims and General Unsecured Claims do not vote to
accept the Plan, (B) the class of Existing Equity Interests do not vote to accept the
Plan, or (C) prior to the Confirmation Date, the Consenting Sponsors terminate their
obligations under the Restructuring Support Agreement pursuant to Section 6(d)(xii)
thereof, no holder of Existing Equity Interests will receive any distribution on
account of such Existing Equity Interests under the Plan.
Impaired – Entitled to Vote.
Chisholm Management
Interests:

On the Plan Effective Date, Chisholm Management Interests will be cancelled,
released, and extinguished and will be of no further force and effect, unless
otherwise agreed between the Company and the RBL Agent.
Impaired – Deemed to Reject.

Intercompany
Interests:

On the Plan Effective Date, all Intercompany Interests will be adjusted, continued,
settled, reinstated, discharged, or eliminated as determined by the Company with the
consent of the RBL Agent.
Unimpaired – Presumed to Accept.

Intercompany Claims:

On the Plan Effective Date, all Intercompany Claims will be adjusted, reinstated, or
discharged as determined by the Company with the consent of the RBL Agent.
Unimpaired – Presumed to Accept.
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GOVERNANCE PROVISIONS
Board of Directors:

The initial Board of Directors of the Reorganized Parent (the “New Board”) will
consist of 5 members selected by the Requisite Creditors. Fiduciary duties of the
New Board shall be waived to the fullest extent permitted by Delaware law.

Charter, By-Laws and
Organizational
Documents:

The Amended Organizational Documents will become effective as of the Plan
Effective Date.

Preemptive Rights:

Only holders of 5% or more of the then outstanding New Equity Interests will have
preemptive rights over the issuance of additional New Equity Interests, subject to
customary exceptions.

Tag-Along and DragAlong Rights

No individual holder of New Equity Interests will have any tag-along right.

Information Rights:

Consistent with the reporting requirements under the Exit Credit Facilities, each
holder of outstanding New Equity Interests will be provided with the same annual
financial statements, reserve reports and, to the extent provided to lenders under the
Exit Credit Facilities, quarterly financial statements of the Reorganized Debtors.
Only holders of 10% or more of the then-outstanding New Equity Interests will be
provided with a right to inquiry.

Other Shareholder
Rights:

Only a holder (or a group of holders) of 10% or more of the then outstanding New
Equity Interests will have the right to call a meeting of the equityholders (or its
equivalent) of the Reorganized Parent.

Only holders (or a group of holders) holding, in aggregate, more than 50% of the
outstanding New Equity Interests (the “Drag-Along Holders”) will be entitled to
exercise any drag-along right over the New Equity Interests held by the other
holders, pursuant to which such other holders will be obligated to vote in favor of,
and sell their New Equity Interests in, a Proposed Company Sale on the same price,
terms and conditions as those to which the Drag-Along Holders are subject.

Other than as expressly required by Delaware law, the holders of New Equity
Interests shall not have any veto rights over any action (or inaction) by the
Reorganized Parent. All matters of the Reorganized Parent will be determined by
the New Board.
GENERAL PROVISIONS
Definitive Documents:

The Definitive Documents will contain terms, conditions, representations,
warranties, and covenants that are, in each case, customary for the transactions
described herein and consistent with the terms of this Restructuring Term Sheet. The
Definitive Documents will be subject to the rights and obligations set forth in
Section 2(b) of the Restructuring Support Agreement, including but not limited to
the consent rights set forth therein. Failure to reference such rights and obligations
as it relates to any documents referenced in this Restructuring Term Sheet shall not
impair or diminish such rights and obligations.
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As of and subject to the occurrence of the Plan Effective Date and the payment of
any applicable cure amount, all executory contracts and unexpired leases to which
any of the Debtors are parties shall be deemed assumed, unless such contract or
lease:
(i)
(ii)
(iii)
(iv)

(v)

was previously assumed or rejected by the Debtors, pursuant to a Final
Order of the Bankruptcy Court;
previously expired or terminated pursuant to its own terms or by
agreement of the parties thereto;
is the subject of a motion to reject filed by the Debtors on or before the
Confirmation Date;
is specifically designated, with the consent of the Requisite Creditors,
as a contract or lease to be rejected on the Debtors’ schedule of rejected
contracts; or
is specifically designated as a contract or lease to be rejected by the
Requisite Creditors by the deadline to file the plan supplement.

Management Incentive
Plan:

The Plan will provide for the establishment of a post-Plan Effective Date
management incentive plan to be adopted by the New Board (the “Management
Incentive Plan”). The Management Incentive Plan will provide for the issuance of
5% of the New Equity Interests on a fully diluted basis (the “MIP Equity”). The
MIP Equity will be reserved for grants made from time to time to directors, officers,
or other management and employees of the Company. The New Board will
determine the form, allocation, amounts, and timing of such grants.

Cancellation of Notes,
Instruments,
Certificates and other
Documents:

On the Plan Effective Date, all notes, instruments, certificates evidencing debt of
the Company, and Interests in Parent will be cancelled. Any obligations of the
Company thereunder will be discharged.

Vesting of Assets:

On the Plan Effective Date, pursuant to section 1141(b)-(c) of the Bankruptcy Code,
all operating assets of the Company will vest in the Reorganized Debtors free and
clear of all liens, Claims, and encumbrances, other than those provided for in the
Plan.

Survival of
Indemnification
Obligations and D&O
Insurance:

Any obligations of the Company pursuant to corporate charters, bylaws, limited
liability company agreements, or other organizational documents to indemnify
current and former officers, directors, agents, or employees with respect to all
present and future actions, suits, and proceedings against the Company or such
directors, officers, agents, or employees, based upon any act or omission for or on
behalf of the Company will not be discharged or impaired by confirmation of the
Plan. All such obligations will be deemed and treated as executory contracts to be
assumed by the Company under the Plan and will continue as obligations of the
Reorganized Debtors. Any Claim based on the Company’s obligations with respect
thereto will be an Allowed Claim.
In addition, after the Plan Effective Date, the Reorganized Debtors will not terminate
or otherwise reduce the coverage under any directors’ and officers’ insurance
policies (including any “tail policy”) in effect or purchased as of the Petition Date.
Any individuals covered by such insurance policies, including all members,
managers, directors, and officers of the Company who served in such capacity at
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any time prior to the Plan Effective Date, will be entitled to the full benefits of any
such policy for the full term of the policy regardless of whether such members,
managers, directors, officers, or other individuals remain in such positions after the
Plan Effective Date.
Conditions to
Effectiveness:

The effectiveness of the Plan will be subject to the satisfaction of customary
conditions, including the following (as applicable):
i.

the Definitive Documents (as defined in the Restructuring Support
Agreement) will contain terms and conditions consistent in all material
respects with this Restructuring Term Sheet and the Restructuring Support
Agreement;

ii.

the Bankruptcy Court will have entered the Confirmation Order, and such
Confirmation Order will not have been stayed or materially modified, which
shall:
(a) authorize the Debtors to take all actions necessary to enter into,
implement, and consummate the contracts, instruments, releases, leases,
and other agreements or documents created in connection with the Plan
in a manner consistent in all respect with the Restructuring Support
Agreement and subject to the consent rights set forth therein;
(b) decree that the provisions in the Confirmation Order and the Plan are
non-severable and mutually dependent;
(c) authorize the Debtors to: (1) implement the Restructuring; (2) make all
distributions and issuances as required under the Plan, including Cash
and New Equity Interests; (3) enter into the Exit Credit Facilities and
(4) enter into any agreements and transactions, including the
Management Incentive Plan, in each case, in a manner consistent with
the terms of the Restructuring Support Agreement and subject to the
consent rights set forth therein; and
(d) authorize the implementation of the Plan in accordance with its terms;

iii.

the documents related to the Exit Credit Facilities shall have been duly
executed and delivered by all of the relevant parties thereto;

iv.

all conditions precedent (other than any conditions related to the occurrence
of the Plan Effective Date) to the effectiveness of the Exit Credit Facilities
shall have been satisfied or waived in writing in accordance with the terms
of each of the Exit Credit Facilities;

v.

the closing of each of the Exit Credit Facilities shall have occurred;

vi.

the final version of the Plan, the Definitive Documents, and all documents
contained in any supplement to the Plan, including any exhibits, schedules,
amendments, modifications, or supplements thereto or other documents
contained therein shall have been executed or filed, as applicable, in form
and substance consistent in all material respects with the Restructuring
Support Agreement, this Restructuring Term Sheet, and the Plan;

vii.

the Debtors shall have implemented the Restructuring and all transactions
contemplated in this Restructuring Term Sheet in a manner consistent with
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the Restructuring Support Agreement (and subject to, and in accordance
with, the consent rights set forth therein), this Restructuring Term Sheet,
and the Plan; and
viii.

all governmental approvals, including Bankruptcy Court approval,
necessary to effectuate the Restructuring will have been obtained and all
applicable waiting periods will have expired.

The conditions to effectiveness may be waived, in whole or in part, in writing by the
Debtors and the RBL Agent. However, any waiver that would directly or indirectly
abrogate the consent rights of the Consenting Sponsors set forth in Section 2(b) of
the Restructuring Support Agreement shall require the consent of the Consenting
Sponsors.
Releases by Debtors:

As of the Plan Effective Date, except for the rights and remedies that remain in effect
from and after the Plan Effective Date to enforce the Plan, the Definitive Documents,
and the obligations contemplated by the Restructuring, on and after the Plan
Effective Date, the Released Parties will be conclusively, absolutely,
unconditionally, irrevocably, and forever released and discharged, to the maximum
extent permitted by law, by the Debtors, the Reorganized Debtors, and the Estates,
in each case on behalf of themselves and their respective successors, assigns, and
Representatives and any and all other Persons that may purport to assert any Cause
of Action derivatively, by or through the foregoing Persons, from any and all Causes
of Action (including any derivative claims, asserted or assertable on behalf of the
Debtors, the Reorganized Debtors, or the Estates) that the Debtors, the Reorganized
Debtors, the Estates, or their affiliates would have been legally entitled to assert in
their own right (whether individually or collectively) or on behalf of the holder of
any Claim or Interest or other Person, based on, relating to, or in any manner arising
from, in whole or in part: the Debtors (including the management, direct or indirect
ownership, or operation thereof) or their Estates; the Reorganized Debtors; the
Chapter 11 Cases; the Plan; the Restructuring; the RBL Facility; any debt or security
of the Debtors and the ownership thereof; the purchase, sale, or rescission of the
purchase or sale of any debt or security of the Debtors or the Reorganized Debtors;
the subject matter of, or the transactions or events giving rise to, any Claim or
Interest that is treated in the Plan; the business or contractual arrangements or other
interactions between any Debtor and any Released Party; the restructuring of any
Claim or Interest before or during the Chapter 11 Cases; any other in-or-out-of-court
restructuring efforts of the Debtors; any intercompany transaction; the negotiation,
formulation, preparation, dissemination, or consummation of the Exit Credit
Facilities, the Plan, any of the other Definitive Documents (including the
Restructuring Support Agreement); or any other contract, instrument, release, or
document created or entered into in connection with the Plan or any of the other
Definitive Documents; the solicitation of votes with respect to, or confirmation of,
the Plan; or any other act or omission, transaction, agreement, event, or other
occurrence related to any of the forgoing and taking place on or before the Plan
Effective Date (collectively, the “Debtor Releases”). Notwithstanding anything
herein to the contrary, the Debtor Releases shall not release any Person from Causes
of Action based on willful misconduct, gross negligence or intentional fraud as
determined by a Final Order.
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Releases by ThirdParties:

As of the Plan Effective Date, except for the rights and remedies that remain in effect
from and after the Plan Effective Date to enforce the Plan, the Definitive Documents,
and the obligations contemplated by the Restructuring, on and after the Plan
Effective Date, the Released Parties will be conclusively, absolutely,
unconditionally, irrevocably, and forever released and discharged, to the maximum
extent permitted by law, by the Releasing Parties, in each case from any and all
Causes of Action (including any derivative claims, asserted or assertable on behalf
of the Debtors, the Reorganized Debtors, or their Estates) that such Releasing Parties
or their estates, affiliates, heirs, executors, administrators, successors, assigns,
managers, accountants, attorneys, representatives, consultants, agents, and any other
Persons claiming under or through them would have been legally entitled to assert
in their own right (whether individually or collectively) or on behalf of the holder
of any Claim or Interest or other Person, based on, relating to, or in any manner
arising from, in whole or in part: the Debtors (including the management, direct or
indirect ownership, or operation thereof) or their Estates; the Reorganized Debtors;
the Chapter 11 Cases; the Plan; the Restructuring; the RBL Facility; any debt or
security of the Debtors and the ownership thereof; the purchase, sale, or rescission
of the purchase or sale of any debt or security of the Debtors or the Reorganized
Debtors; the subject matter of, or the transactions or events giving rise to, any Claim
or Interest that is treated in the Plan; the business or contractual arrangements or
other interactions between any Debtor and any Released Party; the restructuring of
any Claim or Interest before or during the Chapter 11 Cases; any other in-or-out-ofcourt restructuring efforts of the Debtors; any intercompany transaction; the
negotiation, formulation, preparation, dissemination, or consummation of the Exit
Credit Facilities, the Plan, any of the other Definitive Documents (including the
Restructuring Support Agreement), or any other contract, instrument, release, or
document created or entered into in connection with the Plan or any of the other
Definitive Documents; the solicitation of votes with respect to, or confirmation of,
the Plan; or any other act or omission, transaction, agreement, event, or other
occurrence related to any of the forgoing and taking place on or before the Plan
Effective Date (collectively, the “Third-Party Releases”). Notwithstanding
anything herein to the contrary, the Third-Party Releases shall not release any
Person from Causes of Action based on willful misconduct, gross negligence or
intentional fraud as determined by a Final Order.

Exculpation:

To the fullest extent permitted by applicable law, from and after the Plan Effective
Date, no Exculpated Fiduciary and, solely to the extent provided by section 1125(e)
of the Bankruptcy Code, no Section 1125(e) Party, will have or incur, and each such
Person will be released and exculpated from, any Cause of Action based on, relating
to, or in any manner arising from, in whole or in part: the administration or filing of
the Chapter 11 Cases; the negotiation, formulation, preparation, dissemination, or
consummation of the Restructuring, the Exit Credit Facilities, the issuances of New
Equity Interests, the Amended Organizational Documents, the Management
Incentive Plan, the Disclosure Statement, the Restructuring Support Agreement, the
Restructuring, the Plan, or any of the other Definitive Documents; the solicitation
of votes with respect to, or confirmation of, the Plan; the funding of the Plan; the
occurrence of the Plan Effective Date; the administration of the Plan or the property
to be distributed under the Plan; the issuance of securities under or in connection
with the Plan; the purchase, sale, or rescission of the purchase or sale of any security
of the Debtors or the Reorganized Debtors; or any other act or omission, transaction,
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agreement, event, or other occurrence related to any of the forgoing and taking place
on or before the Plan Effective Date (the “Exculpation”). Notwithstanding anything
herein to the contrary, the Exculpation shall not release any Person from Causes of
Action based on willful misconduct, gross negligence or intentional fraud as
determined by a Final Order, but in all respects such Persons will be entitled to
reasonably rely upon the advice of counsel with respect to their duties and
responsibilities pursuant to the Plan.
The Exculpation will be in addition to, and not in limitation of, all other releases,
indemnities, exculpations, and any other applicable law or rules protecting the
Exculpated Parties from liability.
Discharge and
Injunction:

The Plan will contain customary discharge and injunction provisions.

Exemption from SEC
Registration:

The issuance and distribution under the Plan of the (i) New Equity Interests and (ii)
Warrants (and the Warrant Equity issuable upon exercise thereof) will be issued in
reliance on the exemption from registration under the Securities Act or applicable
securities laws pursuant to section 1145(a) of the Bankruptcy Code or any other
applicable exemption therefrom.

Tax Structure:

To the extent practicable, the Restructuring will be structured so as to obtain the
most beneficial structure for the Company, its equity holders post-transaction and
the Consenting Sponsors, given the totality of the circumstances, as determined by
the Company in its business judgment and reasonably acceptable to the RBL Agent
and the Requisite Creditors (the “Tax Structure”).

Tax Treatment:

The Plan will provide that, pursuant to section 1146 of the Bankruptcy Code, the
assignment or surrender of any lease or sublease, and the delivery of any deed or
other instrument or transfer order, in furtherance of, or in connection with the Plan,
including any deeds, bills of sale, or assignments executed in connection with any
disposition or transfer of assets contemplated under the Plan, shall not be subject to
any stamp, real estate transfer, mortgage recording, or other similar tax.

Restructuring
Expenses:

On the Plan Effective Date, the Company will pay, to the extent not already paid all
reasonable and documented Restructuring Expenses.

Retention of
Jurisdiction:

The Plan will provide for a broad retention of jurisdiction by the Bankruptcy Court,
including (i) resolution of Claims, (ii) allowance of compensation and expenses for
pre-Plan Effective Date services, (iii) resolution of motions, adversary proceedings,
or other contested matters, and (iv) entry of such orders as necessary to implement
or consummate the Plan and any related documents or agreements.
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Defined Terms
“Adequate Protection
Claims”

Any right to payment constituting allowed superpriority Administrative Expense
Claims against each of the Debtors on a joint and several basis with priority over any
and all other Administrative Expense Claims against the Debtors now existing or
hereafter arising in the Chapter 11 Cases granted pursuant to the Cash Collateral Order.

“Administrative Expense
Claim”

Any right to payment constituting a cost or expense of administration incurred during
the Chapter 11 Cases of a kind specified under section 503(b) of the Bankruptcy Code
and entitled to priority under sections 507(a)(2), 507(b), or 1114(e)(2) of the
Bankruptcy Code, including (i) the actual and necessary costs and expenses incurred
after the Petition Date and through the Plan Effective Date of preserving the Estates
and operating the businesses of the Debtors (such as wages, salaries, or commissions
for services and payments for goods and other services and leased premises), (ii) Fee
Claims, and (iii) Restructuring Expenses.

“Affiliate”

Any “affiliate” as defined in section 101(2) of the Bankruptcy Code (except as provided
otherwise herein).

“Allowed”

With reference to any Claim or Interest, (i) any Claim or Interest arising on or before
the Plan Effective Date (a) as to which no objection to allowance has been interposed
within the time period set forth in the Plan or (b) as to which any objection has been
determined by a Final Order of the Bankruptcy Court to the extent such objection is
determined in favor of the respective holder, (ii) any Claim or Interest as to which the
liability of the Debtors and the amount thereof are determined by a Final Order of a
court of competent jurisdiction other than the Bankruptcy Court, (iii) any Claim or
Interest expressly allowed under the Plan or by the Cash Collateral Order or (iv) any
Claim that is listed in the Debtors’ schedules of assets and liabilities as liquidated, noncontingent, and undisputed.

“Amended Organizational
Documents”

The forms of certificate of incorporation, certificate or articles of formation, bylaws,
limited liability company agreement, or other organizational documents, as applicable,
of the Reorganized Parent.

“Bankruptcy Court”

The United States Bankruptcy Court for the District of Delaware.

“Business Day”

Any day other than a Saturday, a Sunday, or any other day on which banking institutions
in New York, NY are authorized or required by law or executive order to close.

“Cash”

Legal tender of the United States of America.

“Cash Collateral Order”

Any interim or final order entered by the Bankruptcy Court authorizing the Debtors’
use of cash collateral during the Chapter 11 Cases.

“Cause of Action”

Any action, claim, cross-claim, third-party claim, cause of action, controversy, dispute,
demand, right, lien, indemnity, contribution, guaranty, suit, obligation, liability, loss,
debt, fee or expense, damage, interest, judgment, cost, account, defense, remedy, offset,
power, privilege, proceeding, license, and franchise of any kind or character
whatsoever, whether liquidated or unliquidated, contingent or non-contingent, matured
or unmatured, known or unknown, foreseen or unforeseen, suspected or unsuspected,
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asserted or unasserted, assertable directly or derivatively (including any alter ego
theories), accrued or unaccrued, disputed or undisputed, secured or unsecured, existing
or hereinafter arising, arising before, on, or after the Petition Date, in contract or tort,
in law, equity, or pursuant to any other theory of law (including under any state or
federal securities laws), and whether arising under federal law, state statutory law,
common law, or any other applicable international, foreign, or domestic law, rule,
statute, regulation, treaty, right, duty, requirement or otherwise. For the avoidance of
doubt, “Cause of Action” includes (i) any right of setoff, counterclaim, or recoupment
and any claim for breach of contract or for breach of duties imposed by law or in equity,
(ii) the right to object to Claims or Interests, (iii) any claim pursuant to section 362 or
chapter 5 of the Bankruptcy Code, (iv) any claim or defense including fraud, mistake,
duress, and usury and any other defenses set forth in section 558 of the Bankruptcy
Code, and (v) any state law fraudulent transfer claim.
“Chapter 11 Cases”

The jointly administered cases under chapter 11 of the Bankruptcy Code commenced
by the Debtors on the Petition Date in the Bankruptcy Court.

“Chisholm Management
Interests”

Any Interests in Chisholm Management.

“Claim”

A “claim,” as defined in section 101(5) of the Bankruptcy Code, as against any Debtor.

“Confirmation Date”

The date on which the Bankruptcy Court enters the Confirmation Order.

“Confirmation Order”

The order of the Bankruptcy Court confirming the Plan in the Chapter 11 Cases.

“Consenting Creditors”

RBL Lenders that are party to the Restructuring Support Agreement, and any other
RBL Lender that subsequently becomes a party to the Restructuring Support
Agreement in accordance with the terms thereof.

“Consenting Sponsors”

Chisholm Oil and Gas, LLC and Gastar Holdco LLC.

“Cure Dispute”

An unresolved objection regarding assumption, cure amount, “adequate assurance of
future performance” (within the meaning of section 365 of the Bankruptcy Code), or
other issues related to assumption of an executory contract or unexpired lease.

“Disclosure Statement”

The disclosure statement in respect of the Plan, including all exhibits and schedules
thereto, as approved or ratified by the Bankruptcy Court pursuant to section 1125 of the
Bankruptcy Code.

“Entity”

An “entity,” as defined in section 101(15) of the Bankruptcy Code.

“Estate(s)”

Individually or collectively, the estate or estates of the Debtors created under section
541 of the Bankruptcy Code.

“Exculpated Fiduciaries”

Collectively, (i) the Debtors, (ii) the Reorganized Debtors, and (iii) with respect to each
of the foregoing Persons in clauses (i) through (ii), such Persons’ Related Persons, and
their respective heirs, executors, estates, and nominees, in each case in their capacity as
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such.
“Exculpated Parties”

Collectively, the Exculpated Fiduciaries and the Section 1125(e) Parties.

“Existing Equity
Interests”

Any Interests in Parent as of the Petition Date.

“Fee Claim”

A Claim for professional services rendered or costs incurred on or after the Petition
Date through the Confirmation Date by professional persons retained by an order of the
Bankruptcy Court pursuant to sections 327, 328, 329, 330, 331, or 503(b) of the
Bankruptcy Code in the Chapter 11 Cases.

“Final Order”

An order or judgment of a court of competent jurisdiction that has been entered on the
docket maintained by the clerk of such court, which has not been reversed, vacated, or
stayed and as to which (i) the time to appeal, petition for certiorari, or move for a new
trial, reargument, or rehearing has expired and as to which no appeal, petition for
certiorari, or other proceedings for a new trial, reargument, or rehearing shall then be
pending, or (ii) if an appeal, writ of certiorari, new trial, reargument, or rehearing
thereof has been sought, such order or judgment shall have been affirmed by the highest
court to which such order was appealed, or certiorari shall have been denied, or a new
trial, reargument, or rehearing shall have been denied or resulted in no modification of
such order, and the time to take any further appeal, petition for certiorari, or move for
a new trial, reargument, or rehearing shall have expired. However, notwithstanding
anything herein to the contrary, no order or judgment shall fail to be a “Final Order”
solely because of the possibility that a motion under Rules 59 or 60 of the Federal Rules
of Civil Procedure or any analogous Bankruptcy Rule (or any analogous rules
applicable in another court of competent jurisdiction) or sections 502(j) or 1144 of the
Bankruptcy Code has been or may be filed with respect to such order or judgment.

“Impaired”

With respect to a Claim, Interest, or a class of Claims or Interests, “impaired” within
the meaning of sections 1123(a)(4) and 1124 of the Bankruptcy Code.

“Intercompany Claim”

Any Claim against a Debtor held by another Debtor.

“Intercompany Interests”

Any Interest in a Debtor held by another Debtor. For the avoidance of doubt,
Intercompany Interest excludes Existing Equity Interests and Chisholm Management
Interests.

“Interest”

Any equity interest (as defined in section 101(16) of the Bankruptcy Code) of Parent,
any other Debtor, or any Reorganized Debtor, as applicable, including any ordinary
shares, units, common stock, preferred stock, membership interest, partnership interest
or other instrument, evidencing any fixed or contingent ownership interest in Parent or
any other Debtor, whether or not transferable, including any option, warrant, or other
right, contractual or otherwise, to acquire any such interest in Parent or any other
Debtor, that existed immediately before the Plan Effective Date.

“New Equity Interests”

The limited liability company interests of the Reorganized Parent.
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“Other Priority Claim”

Any Claim other than an Administrative Expense Claim or a Priority Tax Claim that is
entitled to priority of payment as specified in section 507(a) of the Bankruptcy Code.

“Other Secured Claim”

A Secured Claim other than a Priority Tax Claim, a RBL Claim, or a Term Loan Claim.

“Person”

Any “person” as defined in section 101(41) of the Bankruptcy Code, including any
individual, corporation, limited liability company, partnership, joint venture,
association, joint-stock company, trust, unincorporated organization, governmental unit
(as defined in section 101(27) of the Bankruptcy Code), or any agency or political
subdivision thereof or other Entity.

“Petition Date”

The date on which the Company files with the Bankruptcy Court voluntary petitions
for relief under chapter 11 of the Bankruptcy Code and any such other documents as
are necessary to commence the Chapter 11 Cases.

“Plan”

The chapter 11 plan of reorganization of the Company, including all appendices,
exhibits, schedules, and supplements thereto, as may be modified from time to time in
accordance with its terms and the Restructuring Support Agreement.

“Plan Effective Date”

The date upon which all conditions to the effectiveness of the Plan have been satisfied
or waived in accordance with the terms thereof and the Plan becomes effective.

“Priority Tax Claim”

Any Secured Claim or unsecured Claim of a governmental unit of the kind entitled to
priority of payment as specified in sections 502(i) and 507(a)(8) of the Bankruptcy
Code.

“Pro Rata”

The proportion that an Allowed Claim or Interest in a particular class bears to the
aggregate amount of Allowed Claims or Interests in that class.

“Proposed Company Sale”

The direct or indirect acquisition by one (or more) Person(s) and its (or their) Related
Persons, acting in concert, of either (i) a majority of New Equity Interests, including by
merger or operation of law, or (ii) all or substantially all of the assets and business of
the Reorganized Debtors.

“RBL Credit Documents”

“Credit Documents” as such term is defined under the RBL Credit Agreement.

“RBL Credit Agreement
Secured Parties”

The RBL Agent, the RBL Collateral Agent, the RBL Lenders, the “Issuing Banks,”
“Cash Management Banks,” the “Hedge Banks” and any holder of claims in respect of
“Indemnified Liabilities” (as such terms are defined in the RBL Credit Agreement), and
with respect to each of the foregoing entities, solely as to the release, exculpation and
injunction provisions of the Plan or to the extent such obligation otherwise exists under
the RBL Credit Documents, such Persons’ Related Persons, and their respective heirs,
executors, estates, servants, and nominees, in each case in their capacity as such.

“Related Persons”

With respect to a Person, that Person’s current and former Affiliates, and such Persons’
and their current and former Affiliates’ predecessors, successors, assigns, and current
and former subsidiaries, officers, directors, principals, equity holders (regardless of
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whether such interests are held directly or indirectly), members, partners (including
both general and limited partners), managers, employees, agents, advisory board
members, management companies, managed accounts or funds, affiliated investment
funds or investment vehicles, and Representatives.
“Released Parties”

Collectively, (i) the Debtors, (ii) the Consenting Creditors, (iii) the Consenting
Sponsors, (iv) the Reorganized Debtors, (v) the RBL Credit Agreement Secured Parties,
(vi) the agents and lenders under the Exit Credit Facilities, (vii) the holders of all Claims
and Interests who vote to accept the Plan, and (viii) with respect to each of the foregoing
Persons in clauses (i) through (vii), such Persons’ Related Persons, and their respective
heirs, executors, estates, and nominees, in each case in their capacity as such. However,
notwithstanding anything herein to the contrary, any Person that opts out of the releases
set forth in the Plan shall not be a Released Party.

“Releasing Parties”

Collectively, (i) the holders of all Claims and Interests who vote to accept the Plan,
(ii) the holders of all Claims and Interests whose vote to accept or reject the Plan is
solicited but who do not vote either to accept or to reject the Plan, (iii) the holders of
all Claims and Interests who vote, or are deemed, to reject the Plan but do not opt out
of granting the releases set forth herein, (iv) the holders of all Claims and Interests who
were given notice of the opportunity to opt out of granting the releases set forth herein
but did not opt out, (v) all other holders of Claims and Interests to the maximum extent
permitted by law, and (vi) the Released Parties.

“Reorganized Borrower”

Borrower as reorganized on the Plan Effective Date in accordance with the Plan (which
shall remain a Delaware limited liability company).

“Reorganized Debtors”

Reorganized Parent, Reorganized Borrower and each of the other Debtors as
reorganized on the Plan Effective Date in accordance with the Plan.

“Reorganized Parent”

Parent as reorganized on the Plan Effective Date in accordance with the Plan (which
shall remain a Delaware limited liability company).

“Representative”

Any Persons’ attorneys, accountants, investment bankers, consultants, professional
advisors, independent auditors, trustees, agents, Affiliates (as defined in the RBL Credit
Agreement) (and any such Affiliates’ attorneys, professional advisors, independent
auditors, trustees or agents), fund advisors, investment managers, investment advisors,
sub-advisors, and sub-managers, and other professionals, and each of their respective
current and former officers, directors, principals, equity holders (regardless of whether
such interests are held directly or indirectly), members, partners (including both general
and limited partners), managers, employees, agents, and advisory board members, each
in their capacity as such.

“Requisite Creditors”

As of the date of determination, Consenting Creditors holding at least a majority of the
aggregate principal amount outstanding of the RBL Obligations held by the Consenting
Creditors as of such date.

“Restructuring Expenses”

The reasonable and documented out-of-pocket fees and expenses incurred by: (i) the
RBL Agent and the RBL Collateral Agent, including the fees, charges and
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disbursements of the RBL Agent’s legal and financial advisors including Linklaters
LLP, as counsel to the RBL Agent, Morris, Nichols, Arsht & Tunnell LLP, as local
counsel to the RBL Agent, Bracewell LLP, as real estate counsel to the RBL Agent,
Ballard Spahr LLP, as counsel to the RBL Collateral Agent, and FTI Consulting, Inc.,
as financial advisor to the RBL Agent); and (ii) the Consenting Sponsors, including the
fees, charges and disbursements of the Consenting Sponsor’s legal advisors (but no
more than: Paul, Weiss, Rifkind, Wharton & Garrison LLP, as counsel to the
Consenting Sponsors, and local counsel to the Consenting Sponsors).
“Section 1125(e) Parties”

Collectively, (i) the RBL Credit Agreement Secured Parties, (ii) the agents and lenders
under the Exit Credit Facilities, (iii) the Consenting Sponsors, and (iv) with respect to
each of the foregoing Persons in clauses (i) through (iii), such Persons’ Related Persons,
and their respective heirs, executors, estates, and nominees, in each case in their
capacity as such.

“Secured Claim”

A Claim (i) secured by a lien on collateral to the extent of the value of such collateral
as (a) set forth in the Plan, (b) agreed to by the holder of such Claim and the Debtors,
or (c) determined by a Final Order in accordance with section 506(a) of the Bankruptcy
Code, or (ii) secured by the amount of any right of setoff of the holder thereof in
accordance with section 553 of the Bankruptcy Code.

“Securities Act”

Securities Act of 1933, as amended, and any rules and regulations promulgated
thereunder.

“Unimpaired”

With respect to a Claim, Interest, or a class of Claims or Interests, not “impaired” within
the meaning of sections 1123(a)(4) and 1124 of the Bankruptcy Code.

“Warrant Agreement”

One or more warrant agreement(s) to be entered into by and among the Reorganized
Parent and the warrant agent named therein that will govern the terms of the Warrants.

“Warrants”

Warrants to purchase New Equity Interests representing in the aggregate 11% of the
total outstanding New Equity Interests issued pursuant to the Plan as of the Plan
Effective Date (subject to dilution by the MIP Equity) exercisable in Cash for a 5-year
period commencing on the Plan Effective Date at an aggregate exercise strike price in
an amount equal to a 100% recovery to the RBL Lenders on account of the RBL Claims
(inclusive of accrued and unpaid interest) as of the Petition Date.

“Warrant Equity”

New Equity Interests issuable upon the exercise of the Warrants.
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EXHIBIT B
FORM OF JOINDER AGREEMENT FOR CONSENTING CREDITORS
This Joinder Agreement to the Restructuring Support Agreement, dated as of June
15, 2020 (as amended, supplemented, or otherwise modified from time to time, the “Agreement”),
by and among the Company, the Consenting Creditors and the Consenting Sponsors is executed
and delivered by ______ (the “Joining Party”) as of [●], 2020. Each capitalized term used herein
but not otherwise defined shall have the meaning set forth in the Agreement.
1. Agreement to be Bound. The Joining Party hereby agrees to be bound by all of the
terms of the Agreement, a copy of which is attached to this Joinder Agreement as Annex I (as the
same has been or may be hereafter amended, restated, or otherwise modified from time to time in
accordance with the provisions hereof). The Joining Party shall hereafter be deemed to be a
“Consenting Creditor” and a “Party” for all purposes under the Agreement and with respect to any
and all Claims and Interests held by such Joining Party.
2. Representations and Warranties. With respect to the aggregate principal amount of the
RBL Obligations set forth below its name on the signature page hereto, the Joining Party hereby
makes the representations and warranties of the Consenting Creditors set forth in Section 8 and
Section 22 of the Agreement to each other Party to the Agreement.
3. Governing Law. This Joinder Agreement shall be governed by and construed in
accordance with the internal laws of the State of New York, without regard to any conflict of laws
provisions that would require the application of the law of any other jurisdiction.

[Signature Page Follows]
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IN WITNESS WHEREOF, the Joining Party has caused this Joinder to be executed
as of the date first written above.
CONSENTING CREDITOR
[●]
By:
Name:
Title:

Principal Amount of RBL Obligations: $______________

Notice Address:

Fax:
Attention:
Email:

Acknowledged:
[●]
By:
Name:
Title:
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Annex I
Restructuring Support Agreement
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Chisholm Oil
and Gas, LLC

Gastar Holdco LLC

58% Series A Units

42% Series A Units

Chisholm Oil and Gas
Holdings, LLC
100%
Chisholm Oil and Gas
Intermediate II, LLC
100%
Chisholm Oil and Gas
Management, LLC
100%
100%
Chisholm Oil and Gas
Intermediate, LLC

1%

100%

99%

Chisholm Oil and Gas
Operating III, LLC

Chisholm Midstream, LLC
100%

Chisholm Oil and Gas
Management II, LLC

Chisholm Oil and Gas
Operating II, LLC

35%

100%
Chisholm Oil and Gas
Operating, LLC
Legend
100%

100%

Obligors under the RBL
Obligor under the 2L Term Loan
Borrower under the RBL
Borrower under the 2L Term Loan
Debtor

Cottonmouth SWD, LLC

Chisholm Oil and Gas
Nominee, Inc.

Great Salt Plains Midstream
Holdings, LLC

