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Tel:  416-203-4476

AFFIDAVIT OF TATSIANA OKUN
sworn on May 2, 2017

I, TATSIANA OKUN, of the City of Toronto in the province of Ontario, MAKE OATH and SAY

AS FOLLOWS:




. Tam a lawyer with Groia & Company Professional Corporation (“Groia & Company”), counsel
for Lexin Resources Ltd. (“Lexin”) and as such I have personal knowledge of the facts and
matters hereafter deposed to save and except where the same are stated to be made on

information and belief and where so stated I verily believe the same to be true.

. T have reviewed the Application made by the Receiver herein, as well as its First Report dated

March 30, 2017 and its Second Report dated April 28, 2017 (the “Second Report”).

. OnMay 1, 2017, Groia & Company sent a letter to the Receiver detailing a number of questions

related to the Second Report. A copy of that letter is attached as Exhibit ”A” to my affidavit.

. By way of background, the Receiver was appointed by way of a court order dated March 20,
2017 (the “Receivership Order”), a copy of which is attached as Exhibit “B” to my affidavit.
The Receivership Order was made by the Honourable Justice P.R. Jeffrey after hearing an
application brought by Lexin for a stay of proceedings under the Company Creditors’
Arrangement Act (“CCAA”) and an application brought by the Alberta Energy Regulator for
an order placing Lexin in receivership pursuant to the Bankruptcy and Insolvency Act and the

Judicature Act.

. Mr. Justice Jeffrey’s oral reasons for dismissing Lexin’s CCAA application, given March 17,
2017, are attached as Exhibit “C” to my affidavit. Mr. Justice Jeffrey’s oral reasons for
appointing Grant Thornton as the Receiver of Lexin, given March 20, 2017, are attached as
Exhibit “D” to my affidavit. Lexin brought application for leave to appeal both decisions,

which are scheduled to be heard by the Court of Appeal on May 16, 2017.



Document Review Protocols

With other lawyers at Groia & Company, [ was involved in the negotiation of (a) the Protocol
for the Review of Records by the Court-Appointed Receiver of Lexin Resources Ltd. and the
Urgent Disclosure of Lexin Resources Ltd. to the Orphan Well Association (the “OWA™) (the
“Disclosure Protocol”) and (b) the Protocol for the Disclosure of Records Seized by the Alberta
Energy Regulator (the “AER Document Disclosure Protocol™), both of which were agreed to
by Lexin and are attached to the Document Protocol Order granted by the Court on April 4,

2017 (the “DPO”). I attach the DPO, with its attachments to my affidavit as Exhibit “E”.

My colleague, Bonnie Roberts Jones, had lengthy discussions with respect to the Disclosure
Protocol and the AER Document Protocol with counsel for the Receiver, Robyn Gurofsky over
the course of the weekend and on the morning of April 4, 2017 prior to the DPO being granted
by the Court. Ms. Roberts Jones informs me and I believe that there were no discussions at
that time between Groia & Company and Ms. Gurofsky regarding the volume of paper

documents that were to be subject to either Protocol.

. As the Protocols were negotiated, it was fundamentally important to Lexin that its rights in
relation to solicitor-client and litigation privilege over certain documents were preserved. This
position and the nature of Lexin’s rights to assert privilege over privileged documents seemed
to be understood and accepted by counsel for the Receiver without any reservation. Ms.
Roberts Jones advised Ms. Gurofsky that she could not consent to a Protocol that did not
protect Lexin from inadvertently missing a privileged document during the review process and

a paragraph was added to each Protocol to deal with this issue.
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Further, Groia & Company always understood that these Protocols were to apply to Lexin’s

records as defined in the Protocols, not those of third parties.

Upon reviewing some of the Receiver’s correspondence attached below, as well as the
Application materials filed by the Receiver, my colleagues and I, have been surprised to see
that the Receiver seems to have discounted the importance of Lexin’s right to protect its
privileged communications. It also appears to me that the Receiver is surprised to realize that
Lexin intends to exercise the rights to which it is entitled both at law and which they bargained

in agreeing to the Protocols.

Among other things, the Disclosure Protocol provides that the Receiver must provide Groia &
Company with a general index of Lexin’s paper records on a continuous basis as they are
collected and catalogued. It further provides that such general indexes may be limited to,
depending upon the circumstances, a label on the box of documents “if that is sufficient for
identifying its contents”. The first thing that we noticed when we started to receive and review
general indexes from the Receiver, as described in more detail below, is that the indexes
provided by the Receiver contained very general descriptions of the boxes or files being
catalogued, often too general for us to identify their contents in order to determine whether

they needed to be reviewed for privilege.

The Disclosure Protocol also provides for a mechanism under which if a document is
immediately identifiable on its face as a Lexin Emergency Record (as defined in Section 24 of
that Protocol), the Receiver may release it immediately to the OWA with a concurrent
notification to Groia & Company that it has been released. We had similar difficulty, as

discussed in detail below, in reviewing and understanding the basis upon which the documents
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listed in Emergency Records indexes were categorized as such. Based on the limited and very
general description contained in the Indexes, it has not be always evidence on their face as to

why the documents were categorized as Emergency Records.

In addition, the Reviewable Paper Records indexes and Emergency Records indexes Groia &
Company received from the Receiver, as described below, contained files that, based on the

descriptions provided, were clearly not Lexin’s records.

AER Document Disclosure Protocol

On or about April 7, 2017, Groia & Company received a request from Ms. Gurofsky under the
AER Document Disclosure Protocol that Groia & Company attend at the Receiver’s office to
review the Paper Records for privilege. 1 have attached a copy of this correspondence as

Exhibit “F” to my affidavit.

I immediately contacted the Receiver on the same day and confirmed over the weekend my
availability to conduct the review the following week. I have attached a copy of my email

exchange with counsel for the Receiver as Exhibit “G” to my affidavit.

On April 12,2017, I attended at the offices of the Receiver, Grant Thornton to review the Paper
Records for privilege, in accordance with the terms of the AER Document Disclosure Protocol.
There were two investigators from the AER Major Investigations Team and a representative
of the Receiver present throughout the day during my review of the documents. I located
certain privileged documents in the Paper Records and segregated them, but was unable to take
those documents away to summarize their contents and the basis upon which we were asserting

privilege. As such, I did my best to take notes and took photographs of some of the documents
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so that we could provide the Receiver with a list of the documents that I had determined were
privileged, in accordance with the AER Document Disclosure Protocol. Those documents
were segregated and, in accordance with the Protocol, neither the AER or the Receiver is to

review them unless it is determined that they are not privileged.

On April 13 and 14, 2017, Ms. Roberts Jones and Ms. Gurofsky exchanged correspondence
regarding the circumstances under which I was allowed to review the Paper Records on April
12, 2017. That exchange of correspondence is attached as Exhibit “H” to my affidavit. I

confirm that the content of Ms. Roberts Jones” correspondence of April 13, 2017 is accurate.

On April 17,2017, in accordance with paragraph 4 of the AER Document Disclosure Protocol,
I provided to Ms. Gurofsky a list of the privileged records that I had identified on April 12,
2017, along with a general description of the records and the nature of the privileged claimed,
as required under the AER Document Disclosure Protocol. My April 17 correspondence and

the attached list is attached as Exhibit “I” to my affidavit.

On April 25, 2017, I received correspondence from Ms. Gurofsky asking for further details
about the documents listed in the attachment to my April 17, 2017 letter, including dates and
identity of the author or recipients of the correspondence. A copy of this letter is attached as
Exhibit “J” to my affidavit. As I was not allowed to take the documents or their copies with
me and can only rely on my notes and some photographs of the documents, we have only a
limited ability to provide a greater level of detail. In any event, the additional level of detail
requested is not required under the Protocol and may, in certain instances, undermine the

privilege claimed.
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Document Review under the Document Disclosure Protocol

On April 13, 2017, Ms. Gurofsky sent to Groia & Company two indexes listing Lexin
Emergency Records and Reviewable Paper Records. Copies of Ms. Gurofsky’s emails with
attachments are attached as Exhibits “K” and “L” to my affidavit. We reviewed these lists and
noted that the description of the documents was very general. The lists were not very long (18

and 3 pages respectively). Groia & Company did not raise any issues with these lists.

On Saturday, April 22, 2017, Ms. Gurofsky emailed to Groia & Company two lists dated April
18, 2017, one purporting to be an index of “Lexin Emergency Records” and one purporting to
be a general index of the Paper Records disclosed under the Document Disclosure Protocol.
The first list was 27 pages long and the second was 57 pages long. I attached as Exhibit “M”
of my affidavit, Ms. Gurofsky’s April 22 Emergency Records Index and as Exhibit “N” of my

affidavit Ms. Gurofsky’s April 22 Paper Records Index.

On the evening of Monday, April 24, 2017, Ms. Gurofsky emailed to Groia & Company three
lists, one purporting to be an index of “Lexin Emergency Records™ and two purporting to be
general indexes of the Paper Records disclosed under the Document Disclosure Protocol. The
first list was 107 pages long, the second was 47 pages, and the third was 33 pages long. I
attached as Exhibit O” of my affidavit, Ms. Gurofsky’s April 24 Emergency Records Index
and as Exhibits “P” and “Q” of my affidavit Ms. Gurofsky’s two April 24 Paper Records

Indexes.

Upon review of the April 22 and 24 Emergency Records Indexes (which totalled 134 pages),
it was clear to me and the other lawyers at Groia & Company that the Indexes did not comply

with the Disclosure Protocol as they did not contain the level of particularity that would allow
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us to determine if all of the Records on these indexes were, in fact, Emergency Records as
defined in the Document Disclosure Protocol. As such, we wrote to Ms. Gurofsky on April
25, 2017 to advise her that it was our position that the Emergency Records Indexes that she
had provided were not compliant with the Protocol and that the Records that they referenced
were not to be delivered to the OWA. Our correspondence in this regard is attached as Exhibit

“R” to my affidavit.

Ms. Gurofsky immediately replied that she would advise Grant Thornton of our position and
that, to her knowledge, the documents at issue had not yet been provided to the OWA. Ms.
Gurofsky’ s correspondence is attached as Exhibit “S” to my affidavit. I am not aware of the

status of these documents at the time of swearing my affidavit.

Upon review of the April 22 and 24 general Indexes of the Reviewable Paper Records (which
totalled 137 pages), it was clear to me and to the other lawyers at Groia & Company that these
Indexes were insufficiently particular to allow us to determine, based on the Indexes alone,
which files and boxes potentially contained privileged documents. As such, we advised Ms.
Gurofsky on April 25 and 26, 2017 that the Indexes provided did not comply with the
Document Disclosure Protocol and we would need to review all of the files contained on the
April 22 and 24 general Indexes of the Reviewable Paper Records. Our correspondence in this

regard is attached as Exhibit “T* to my affidavit.

Under the Document Disclosure Protocol, Groia & Company is required, within 48 hours of
receiving an Index of the Paper Records from the Receiver, to advise as to which files it wishes
to review for privilege. Then, within a further 48 hours, it must review those files and segregate

out those documents that, in its view, are privileged.
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On Tuesday, April 25, 2017, Groia & Company advised Ms. Gurofsky that someone from our
office would attend the following day, April 26, to commence the review of the documents
listed on the April 22 and 24 general Index of Paper Records, as well as those listed on the
Emergency Records Indexes. Our correspondence in this regard is attached as Exhibit “T ” to

my affidavit.

Ms. Gurofsky advised us that day that the documents would not be available for review until
April 27, 2017, in correspondence attached as Exhibit “U” to my affidavit. Email exchanges
between Ms. Gurofsky and Ms. Roberts Jones followed, dealing with the logistics of the

document review and are attached as Exhibit “V” to my affidavit.

On April 25, 2017, Ms. Gurofsky wrote to Groia & Company to dispute the positions that had
been taken by Groia & Company with respect to the Receiver’s compliance with the Document
Disclosure Protocol. Ms. Gurofsky’s correspondence is attached as Exhibit “W” to this
affidavit. On April 27, 2017, Groia & Company replied to Ms. Gurofsky’s April 25

correspondence, in a letter attached as Exhibit “X” to this affidavit.

On April 27 and 28, 2017, my colleagues Joseph Groia and David Sischy attended at Calgary
Archives, along with two representatives of Grant Thornton, to commence the review of the
files listed on the April 22 and 24 Indexes. As they conducted their review, Mr. Groia and Mr.
Sischy were able to determine, for the first time, what the various short forms and categories
on the Indexes appeared to reference and what type of documents were contained in various
types of catalogued files. As such, they were able to complete their review of the files listed

on the April 22 and 24 Indexes without having to open every box and every file, reserving
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Lexin’s rights to claim privilege over documents that might have been inadvertently missed as

part of that process.

Mr. Groia and Mr. Sischy also reviewed a sample of Emergency Records boxes for privilege.
This review was conducted without prejudice to the position that the Emergency Records
Indexes do not comply with the Protocol as they do not provide sufficient description and often
do not fall within the definition of “Emergency Records™ as set out in Section 24 of the

Protocol.

On April 27, 2017, Ms. Gurofsky emailed to Groia & Company two indexes purporting to be
indexes of “Lexin Emergency Records” (51 pages in total) and two indexes purporting to be
general indexes of the Paper Records disclosed under the Document Disclosure Protocol (49
pages in total). I attached as Exhibit “Y” of my affidavit, Ms. Gurofsky’s two April 27
Emergency Records Indexes and as Exhibit “Z” of my affidavit Ms. Gurofsky’s two April 27

Paper Records Indexes.

. That same day, we wrote to Ms. Gurofsky to advise that she could release the Emergency

Records detailed in her April 27 Emergency Records Indexes, without prejudice to the position
that these Indexes were not in compliance with the Document Disclosure Protocol and Lexin’s
right to assert privilege over these documents. We also provided Ms. Gurofsky with a list of
36 (out of 274) boxes that we wanted to review for privilege the following day. Our April 27

correspondence in this regard is attached as Exhibit “AA” to my affidavit.

During their review on April 27, 2017, Mr. Groia and Mr. Sischy also identified a number of

files that, in their view, did not belong to Lexin. They advised Ms. Roberts Jones and me of
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this fact, and we wrote to Ms. Gurofsky that date to advise her of that. A copy of our

correspondence of April 27 in this regard is attached as Exhibit “BB” to my affidavit.

On Friday evening, April 28, 2017, Ms. Gurofsky emailed to Groia & Company an index
purporting to be an index of “Lexin Emergency Records” (18 pages in total) and an index
purporting to be a general index of Paper Records disclosed under the Document Disclosure
Protocol (12 pages in total). Iattached as Exhibit “CC” of my affidavit, Ms. Gurofsky’s April
28 Emergency Records Index and as Exhibit “DD” of my affidavit Ms. Gurofsky’s April 28

Paper Records Index.

On Sunday, April 30, 2017, we wrote to Ms. Gurofsky to advise her that her April 28
Emergency Records Index was not in compliance with the requirements of the Document
Disclosure Protocol and that, without prejudice to that position, we required that the Receiver
remove four boxes of documents listed in the April 28 Emergency Records Index and allow
Lexin to review them for privilege. Our April 30 correspondence is attached as Exhibit “EE”

to my affidavit.

On Monday, May 2, 2017, we wrote to Ms. Gurofsky to advise her, in compliance with the
Document Disclosure Protocol, that we wished to review 30 boxes listed in the April 28 general
Index of the Paper Records. We advised Ms. Gurofsky that we are available to attend to review
these files in accordance with the Document Disclosure Protocol. A copy of that letter is

attached as Exhibit “FF” to my affidavit.

I have been closely involved in managing Groia & Company’s compliance with the AER
Document Disclosure Protocol and the Document Disclosure Protocol. When we received the

April 22 and 24 general Indexes of the Paper Records, we were very much concerned that we
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would not be in a position to review those records properly within the strict time limits set out
in the Document Disclosure Protocol. This concern stemmed from the fact that the Indexes
referenced hundreds of files and boxes, but we were not able to tell from a review of the Indexes
alone which of those files might corﬁain privileged information. For this reason, we were and
remain of the view that the general Indexes provided to date by the Receiver are not in

compliance with the Document Disclosure Protocol.

Having said that, and as discussed above, Mr. Groia and Mr. Sischy have now had an
opportunity to review most of the various categories of documents contained in the general
Indexes to date and, since that review, we have been able to greatly reduce the number of files

that we feel obligated to review for privilege from each general Index that we received.

The Receiver is now providing us with general Indexes quite regularly, sometimes daily.
While this timing is in accordance with the Document Disclosure Protocol, it is no longer
necessary or helpful, in our view, that the general indexes be provided on a continuous basis,
assuming that the Receiver continues to implement the same categorization process on future
indexes. The result of the disclosure of the general indexes on a continuous basis now means
that we must attend every few days to review the potentially privileged documents, so as to

comply with the tight timelines for review contained in the Document Disclosure Protocol.

As such, we propose that the Document Disclosure Protocol be amended to allow for the
Receiver to collect up the remaining Lexin Paper Records and provide one general index of
Paper Records once that collection is complete. Groia & Company would then have 48 hours
from the receipt of the general Index to review the index to provide the Receiver with a list of

those files that it wished to review for privilege, in accordance with the terms of the existing
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Protocol. Groia & Company would then have an additional 48 hours to commence the review
of the requested files on a reasonably continuous basis, with appropriate breaks, until its review

is complete.

Request for Power to Examine under Oath

I understand that the Receiver seeks an order granting the Receiver all of the powers of
examination afforded to a trustee in bankruptcy pursuant to Sections 163 to 167 of the

Bankruptcy and Insolvency Act.

At paragraph 90 of the Receiver’s Second Report, it lists 8 specific people that it would like to
examine under oath pursuant to these powers, as well as “[a]ny other person that the Receiver

reasonably believes has knowledge of the affairs of Lexin”.

Groia & Company acts for Michael Smith and Rob Jennings in relation to other matters. To
my knowledge, the Receiver has only attempted to interview one of the 8 people listed at
paragraph 90 of its Second Report, being Mr. Smith. Mr. Smith’s correspondence in response
to the Receiver’s request for an interview is attached as Exhibit “GG” to my Affidavit. Iam
advised by Mr. Jennings that he is unaware of any attempts by the Receiver to contact or

interview him.

Groia & Company does not act for any other person found on the list at paragraph 90 of the

Second Report.

I understand that there is an ongoing major investigation in relation to Lexin being conducted
by the AER. I base this conclusion on the following facts: (1) I am aware of the fact that an

investigator from the AER’s Major Investigations Unit questioned Terry McCrary, in relation



14

to that investigation, on February 17, 2017; and (2) my review of the documents on April 12,
2017 was conducted under the supervision of two investigators from the AER Major
Investigation Team, which I understand the AER maintains was necessary to maintain a “chain

of custody” of the documents seized by the AER as part of its investigation.

47.1 swear this affidavit in response to the Receiver’s application to increase its borrowing charge
and examination power and Lexin’s application for directions on documentary review and for

no other or improper purpose.

SWORN BEFORE ME at Toronto,
in the Province of Ontar

on%’(’ﬂ\

/. ,..///’

A Commissioner for taking oaths

TATSIANA OKUN
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PBonnie Roberts Jones
CO m p 0 n y Direct Line: 416-203-4476

Email: brjones@groiaco.com

May 1, 2017

VIA EMAIL (rgurofskv@blg.com)

Borden Ladner Gervais LLP
Centennial Place, East Tower
1900, 520 — 3™ Ave SW
Calgary, Alberta T2P OR3

Attention: Robyn Gurofsky

Dear Ms. Gurofsky:

RE:

In the matter of the of Lexin Resources Ltd. v. Alberta Energy Regulator
Court of Queen’s Bench Action No. 1701-03460

We have had an opportunity to review the Receiver’s Second Report dated April 28™ 2017 and
have the following questions:

1.

Please advise as to the basis upon which the Receiver states at paragraph 54 that certain
field operators working at Lexin-licenced sites (up until the cessation of all of Lexin’s
operations in March 2017) were purportedly engaged by Jixin. Please provide copies of
any documentation upon which this assertion is based.

Please advise, in relation to paragraph 64()(iii), what lack of access to Records is
complicating the Receiver’s ability to obtain insurance coverage.

Please provide, in relation paragraph 64(f)(v.), a copy of the Receiver’s letter to the AER
respecting potential safety and environmental concerns at the WIP managed sites.

Which database management specialist has been retained by the Receiver, as stated in
paragraph 717

Please provide copies of the responses received from PPR registrants to the Receiver’s
letter, as outlined in paragraph 85(a).

Groia & Company Professional Corporation M Lawyers
Wildeboer Dellelce Place
365 Bay./treet, 11 Floor
Toronto, Ontario M5H 2V1
Tel: 416-203-2115 Fax: 416-203-9231
www.grolaco.com



6. Please advise who the parties are who are interested in purchasing Lexin’s assets, as set
out in paragraph 92.

7. Please provide a more detailed basis for the estimates provided by the Receiver and its
counsel for their professional fees for May and June.

Thank you for your anticipated cooperation.
Yours very truly,

Bonnie Roberts Jones
BRJ/md
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COURT FILE NO. 1701-03460 (G}@c
COURT COURT OF QUEEN'S BENCH OF ALBERTA i;
JUDICIAL CENTRE CALGARY g
>
APPLICANT ALBERTA ENERGY REGULATOR ao
RESPONDENT LEXIN RESOURCES LTD.
DOCUMENT RECEIVERSHIP ORDER
ADDRESS FOR SERVICE AND JENSEN SHAWA SOLOMON DUGUID HAWKES LLP
CONTACT INFORMATION OF PARTY Barristers
FILING THIS DOCUMENT 800, 304 - 8 Avenue SW

Calgary, Alberta T2P 1C2

Christa Nicholson

Phone: 403 571 1053

Fax; 403571 1528

Email: nicholsonc@jssbarristers.ca
File: 13817.001

DATE ON WHICH ORDER WAS PRONOUNCED: March 20, 2017
LOCATION WHERE ORDER WAS PRONOUNCED: Calgary Courts Centre

NAME OF THE JUDGE WHO MADE THIS ORDER:  The Honourable Justice P.R. Jeffrey

UPON the application of Alberta Energy Regulator ("AER") in respect of Lexin Resources
Ltd. ("Lexin" or the "Debtor"); AND UPON having read the Application of the AER; the Affidavit
of Laura Chant, sworn on March 11, 2017 including the reference therein to the “Equipment
Order” granted March 3, 2017 in Court of Queen’s Bench Action No. 1701 02272; the Affidavit
of Service of Helen Bowker, sworn and filed March 14, 2017; and the Affidavit of Charles Selby,
sworn and filed March 17, 2017; AND UPON reading the consent of Grant Thornton Limited to
act as receiver ("Receiver") of the Debtor; AND UPON hearing counsel for AER and other

interested parties;
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IT 1S HEREBY ORDERED AND DECLARED THAT:

SERVICE

1.

The time for service of the notice of this Application is hereby abridged and service

thereof is deemed good and sufficient.

APPOINTMENT

2.

Pursuant to section 243(1) of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3
("BIA") and/or section 13(2) of the Judicature Act, R.S.A. 2000, Grant Thornton Limited is
hereby appointed Receiver, without security, of all of Lexin's current and future assets,
undertakings and properties of every nature and kind whatsoever, including all proceeds
thereof, provided that the appointment of the Receiver shall not include any oil or gas
wells, pipelines or facilities located outside the Province of Alberta or regulated by an

entity other than the AER (the "Property").

RECEIVER'S POWERS

3.

The Receiver is hereby empowered and authorized, but not obligated, to act at once in
respect of the Property and, without in any way limiting the generality of the foregoing,
the Receiver is hereby expressly empowered and authorized (but not obligated) to do

any of the following where the Receiver considers it necessary or desirable:

(a) to take possession of and exercise control over the Property, with the exception
of taking possession of or exercising physical control over any Lexin oil or gas
wells, pipelines, facilities or sites regulated by the AER (the “Sites and
Abandoned Sites”), and any and all proceeds, receipts and disbursements arising
out of or from the Property, and for greater clarity, while the Receiver shall have
limited powers with respect to the Property as it relates to the Sites and
Abandoned Sites as more particularly set out herein, the Receiver shall not have
the poWer to take possession of and exercise physical control over the Sites and

the Abandoned Sites;

(01440123 v5}



(d)

(e)

{01440123 v5}

to exercise any powers it has under section 14.06 of the BIA;

to receive, preserve and protect the books and records of the Debtor or any part
or parts thereof, including, but not limited to, relocating of the books and

records to safeguard them as may be necessary or desirable;

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

powers and duties, including without limitation those conferred by this Order;

to receive and collect all monies and accounts now owed or hereafter owing to
the Debtor and to exercise all remedies of the Debtor in collecting such monies,

including, without limitation, to enforce any security held by the Debtor;
to settle, extend or compromise any indebtedness owing to or by the Debtor;

to execute, assign, issue and endorse documents of whatever nature in respect
of any of the Property, whether in the Receiver's name or in the name and on

behalf of the Debtor, for any purpose pursuant to this Order;

to initiate, prosecute and continue the prosecution of any and all proceedings
(with the exception of the hearing scheduled for March 22 and 23, 2017 of
Lexin’s application filed in Court of Queen’s Bench Action Number 1701-02272
and in its Originating Application filed in Court of Queen’s Bench Action Number
1701-03310 (the “Applications”), on the issue before the Court to be argued at
that time, namely, the Court’s jurisdiction to hear the foregoing Applications (the
“Jurisdiction Question”), which Jurisdiction Question may continue to be
advanced by Lexin as opposed to the Receiver), and to defend all proceedings
now pending or hereafter instituted with respect to the Debtor, the Property or
the Receiver, and to settle or compromise any such proceedings. The authority
hereby conveyed shall extend to such appeals or applications for judicial review

in respect of any order or judgment pronounced in any such proceedings, and



(i)
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provided further that nothing in this Order shall authorize the Receiver to defend
or settle the action in which this Order is made unless otherwise directed by this

Court;

to market any or all the Property, including advertising and soliciting offers in
respect of the Property or any part or parts thereof and negotiating such terms

and conditions of sale as the Receiver in its discretion may deem appropriate.

to sell, convey, transfer, lease or assign the Property or any part or parts thereof

out of the ordinary course of business,

(i) without the approval of this Court in respect of any transaction not
exceeding $50,000, provided that the aggregate consideration for all such

transactions does not exceed $150,000; and

(i) with the approval of this Court in respect of any transaction in which the
purchase price or the aggregate purchase price exceeds the applicable

amount set out in the preceding clause,

and in each such case notice under subsection 60(8) of the Personal Property

Security Act, R.S.A. 2000, c. P-7 shall not be required.

to apply for any vesting order or other orders necessary to convey the Property
or any part or parts thereof to a purchaser or purchasers thereof, free and clear

of any liens or encumbrances affecting such Property;

to report to, meet with and discuss with such affected Persons (as defined
below) as the Receiver deems appropriate all matters relating to the Property
and the receivership, and to share information, subject to such terms as to

confidentiality as the Receiver deems advisable;

to register a copy of this Order and any other Orders in respect of the Property

against title to any of the Property;



(n) to apply for any permits, licences, approvals or permissions as may be required
by any governmental authority and any renewals thereof for and on behalf of

and, if thought desirable by the Receiver, in the name of the Debtor;

(o) to enter into agreements with any trustee in bankruptcy appointed in respect of
the Debtor, including, without limiting the generality of the foregoing, the ability
to enter into occupation agreements for any property owned or leased by the

Debtor;

(p) to exercise any shareholder, partnership, joint venture or other rights which the

Debtor may have;

(q) to, with leave of the Court, assign the Debtor into bankruptcy, to become the
trustee in bankruptcy of the Debtor and to take all steps reasonably required to
carry out its role as trustee in bankruptcy of the Debtor should the Receiver

deem it appropriate in the circumstances to do so; and

(n) to take any steps reasonably incidental to the exercise of these powers or the

performance of any statutory obligations;

and in each case where the Receiver takes any such actions or steps, it shall be
exclusively authorized and empowered to do so, to the exclusion of all other Persons (as

defined below), including the Debtor, and without interference from any other Person.

4, Notwithstanding any other provision of this Order, nothing herein shall empower,
authorize or require the Receiver: (i) to take possession of or exercise physical control
over the Sites and the Abandoned Sites; or (ii) to manage, operate or carry on the
business of the Debtor; and the Receiver shall not be deemed to have taken any of the
actions or steps referred to in this paragraph 4 solely as a consequence of having taken

some of the steps authorized pursuant to paragraph 3.

5. Upon the AER receiving from any person a request for approval to remove equipment
from any of the Sites pursuant to the Equipment Order (the “Request”), the AER shall

forthwith bring that communication to the attention of the Receiver, and the Receiver
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shall cooperate with the AER with respect to any proposed removal of equipment from

any Sites and Abandoned Sites, and will thereafter either:

(a) approve the removal of the equipment on such terms as are appropriate, having

regard to the entitlements of all persons; or

(b) advise the person who made the Request that the equipment may not be
removed without Court Order, made on application brought in these
proceedings (Action No. 1701-03460) with 7 days’ prior notice to the Receiver
and AER.

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

6.

(i) The Debtor, (i) all of its current and former directors, officers, employees, agents,
accountants, legal counsel and shareholders, and all other persons acting on its
instructions or behalf, and (iii) all other individuals, firms, corporations, governmental
bodies or agencies, or other entities having notice of this Order (all of the foregoing,
collectively, being "Persons" and each being a "Person") shall forthwith advise the
Receiver of the existence of any Property in such Person's possession or control, shall
grant immediate and continued access to the Property to the Receiver, and shall deliver
all such Property (excluding Property subject to liens the validity of which is dependant

on maintaining possession) to the Receiver upon the Receiver's request.

All Persons shall forthwith advise the Receiver of the existence of any books,
documents, securities, contracts, orders, corporate and accounting records, and any
other papers, records and information of any kind related to the business or affairs of
the Debtor, and any computer programs, computer tapes, computer disks, or other data
storage media containing any such information (the foregoing, collectively, the
"Records") in that Person's possession or control, and shall provide to the Receiver or
permit the Receiver to make, retain and take away copies thereof and grant to the
Receiver unfettered access to and use of accounting, computer, software and physical

facilities relating thereto, provided however that nothing in this paragraph 7 or in
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paragraph 8 of this Order shall require the delivery of Records, or the granting of access
to Records, which may not be disclosed or provided to the Receiver due to the privilege
attaching to solicitor-client communication or documents prepared in contemplation of

litigation or due to statutory provisions prohibiting such disclosure.

If any Records are stored or otherwise contained on a computer or other electronic
system of information storage, whether by independent service provider or otherwise,
all Persons in possession or control of such Records shall forthwith give unfettered
access to the Receiver for the purpose of allowing the Receiver to recover and fully copy
all of the information contained therein whether by way of printing the information
onto paper or making copies of computer disks or such other manner of retrieving and
copying the information as the Receiver in its discretion deems expedient, and shall not
alter, erase or destroy any Records without the prior written consent of the Receiver.
Further, for the purposes of this paragraph, all Persons shall provide the Receiver with
all such assistance in gaining immediate access to the information in the Records as the
Receiver may in its discretion require including providing the Receiver with instructions
on the use of any computer or other system and providing the Receiver with any and all
access codes, account names and account numbers that may be required to gain access

to the information.

NO PROCEEDINGS AGAINST THE RECEIVER

9.

No proceeding or enforcement process in any court or tribunal (each, a "Proceeding"),
shall be commenced or continued against the Receiver except with the written consent

of the Receiver or with leave of this Court.

NO PROCEEDINGS AGAINST THE DEBTOR OR THE PROPERTY

10.

No Proceeding against or in respect of the Debtor or the Property shall be commenced
or continued except with the written consent of the Receiver or with leave of this Court
and any and all Proceedings currently under way against or in respect of the Debtor or

the Property are hereby stayed and suspended pending further Order of this Court,
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provided, however, that nothing in this Order shall: (i) prevent any Person from
commencing a proceeding regarding a claim that might otherwise become barred by
statute or an existing agreement if such proceeding is not commenced before the
expiration of the stay provided by this paragraph 10; and (ii) affect a Regulatory Body's
investigation in respect of the debtor or an action, suit or proceeding that is taken in
respect of the debtor by or before the Regulatory Body, other than the enforcement of
a payment order by the Regulatory Body or the Court. "Regulatory Body" means a
person or body that has powers, duties or functions relating to the enforcement or

administration of an Act of Parliament or of the legislature of a province.

NO EXERCISE OF RIGHTS OF REMEDIES

11.

All rights and remedies (including, without limitation, set-off rights) against the Debtor,
the Receiver, or affecting the Property, are hereby stayed and suspended except with
the written consent of the Receiver or leave of this Court, provided however that
nothing in this paragraph shall (i) empower the Receiver or the Debtor to carry on any
business which the Debtor is not lawfully entitled to carry on, (i} exempt the Receiver or
the Debtor from compliance with statutory or regulatory provisions relating to health,
safety or the environment, (iii) prevent the filing of any registration to preserve or

perfect a security interest, or (iv) prevent the registration of a claim for lien.

NO INTERFERENCE WITH THE RECEIVER

12.

No Person shall discontinue, fail to honour, alter, interfere with, repudiate, terminate or
cease to perform any right, renewal right, contract, agreement, licence or permit in
favour of or held by the Debtor, without written consent of the Receiver or leave of this

Court.

CONTINUATION OF SERVICES

13.

All Persons having oral or written agreements with the Debtor or statutory or regulatory
mandates for the supply of goods and/or services, including without limitation, all

computer software, communication and other data services, centralized banking
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services, payroll services, insurance, transportation services, utility or other services to
the Debtor are hereby restrained until further Order of this Court from discontinuing,
altering, interfering with or terminating the supply of such goods or services as may be
required by the Receiver, and this Court directs that the Receiver shall be entitled to the
continued use of the Debtor's current telephone numbers, facsimile numbers, internet
addresses and domain names, provided in each case that the normal prices or charges
for all such goods or services received after the date of this Order are paid by the
Receiver in accordance with normal payment practices of the Debtor or such other
practices as may be agreed upon by the supplier or service provider and the Receiver, or

as may be ordered by this Court.

RECEIVER TO HOLD FUNDS

14. All funds, monies, cheques, instruments, and other forms of payments received or
collected by the Receiver from and after the making of this Order from any source
whatsoever, including without limitation the sale of all or any of the Property and the
collection of any accounts receivable in whole or in part, whether in existence on the
date of this Order or hereafter coming into existence, shall be deposited into one or
more new accounts to be opened by the Receiver (the "Post Receivership Accounts”)
and the monies standing to the credit of such Post Receivership Accounts from time to
time, net of any disbursements provided for herein, shall be held by the Receiver to be

paid in accordance with the terms of this Order or any further order of this Court.

EMPLOYEES

15. Subject to employees' rights to terminate their employment, all employees of the
Debtor shall remain the employees of the Debtor until such time as the Receiver, on the
Debtor's behalf, may terminate the employment of such employees. The Receiver shall
not be liable for any employee-related liabilities, including any successor employer
liabilities as provided for in section 14.06(1.2) of the BIA, other than such amounts as

the Receiver may specifically agree in writing to pay, or in respect of its obligations
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under sections 81.4(5) or 81.6(3) of the BIA or under the Wage Earner Protection
Program Act, SC 2005, c 47 ("WEPPA").

16. Pursuant to clause 7(3)(c) of the Personal Information Protection and Electronic
Documents Act, SC 2000, c¢ 5, the Receiver shall disclose personal information of
identifiable individuals to prospective purchasers or bidders for the Property and to
their advisors, but only to the extent desirable or required to negotiate and attempt to
complete one or more sales of the Property (each, a "Sale"). Each prospective purchaser
or bidder to whom such personal information is disclosed shall maintain and protect the
privacy of such information and limit the use of such information to its evaluation of the
Sale, and if it does not complete a Sale, shall return all such information to the Receiver,
or in the alternative destroy all such information. The purchaser of any Property shall be
entitled to continue to use the personal information provided to it, and related to the
Property purchased, in a manner which is in all material respects identical to the prior
use of such information by the Debtor, and shall return all other personal information to

the Receiver, or ensure that all other personal information is destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

17. (a) Notwithstanding anything in any federal or provincial law, the Receiver is not
personally liable in that position for any environmental condition that arose or

environmental damage that occurred:
(i) before the Receiver's appointment; or

(ii) after the Receiver's appointment unless it is established that the
condition arose or the damage occurred as a result of the Receiver's

gross negligence or wilful misconduct.

(b) Nothing in sub-paragraph (a) exempts a Receiver from any duty to report or

make disclosure imposed by a law referred to in that sub-paragraph.

(c) Notwithstanding anything in any federal or provincial law, but subject to sub-
paragraph (a) hereof, where an order is made which has the effect of requiring
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the Receiver to remedy any environmental condition or environmental damage

affecting the Property, the Receiver is not personally liable for failure to comply

with the order, and is not personally liable for any costs that are or would be

incurred by any person in carrying out the terms of the order,

(i)

(i)

(i)

if, within such time as is specified in the order, within 10 days after the
order is made if no time is so specified, within 10 days after the
appointment of the Receiver, if the order is in effect when the Receiver is
appointed, or during the period of the stay referred to in clause (ii)

below, the Receiver:
A, complies with the order, or

B. on notice to the person who issued the order, abandons, disposes
of or otherwise releases any interest in any real property affected

by the condition or damage;

during the period of a stay of the order granted, on application made
within the time specified in the order referred to in clause (i) above,
within 10 days after the order is made or within 10 days after the
appointment of the Receiver, if the order is in effect when the Receiver is

appointed, by,

A the court or body having jurisdiction under the law pursuant to
which the order was made to enable the Receiver to contest the

order; or

B. the court having jurisdiction in bankruptcy for the purposes of

assessing the economic viability of complying with the order; or

if the Receiver had, before the order was made, abandoned or renounced
or been divested of any interest in any real property affected by the

condition or damage.
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LIMITATION ON THE RECEIVER'S LIABILITY

18.

Except for gross negligence or wilful misconduct, as a result of its appointment or
carrying out the provisions of this Order the Receiver shall incur no liability or obligation
that exceeds an amount for which it may obtain full indemnity from the Property.
Nothing in this Order shall derogate from any limitation on liability or other protection
afforded to the Receiver under any applicable law, including, without limitation, Section

14.06, 81.4(5) or 81.6(3) of the BIA.

RECEIVER'S ACCOUNTS

19.

20.

21.

The Receiver and counsel to the Receiver shall be paid their reasonable fees and
disbursements, in each case, incurred at their standard rates and charges. The Receiver
and counsel to the Receiver shall be entitled to and are hereby granted a charge (the
"Receiver's Charge") on the Property, as security for such fees and disbursements,
incurred both before and after the making of this Order in respect of these proceedings,
and the Receiver's Charge shall form a first charge on the Property in priority to all
security interests, trusts, liens, charges and encumbrances, statutory or otherwise, in

favour of any Person but subject to section 14.06(7), 81.4(4) and 81.6(2) of the BIA.
The Receiver and its legal counsel shall pass their accounts from time to time.

Prior to the passing of its accounts, the Receiver shall be at liberty from time to time to
apply reasonable amounts, out of the monies in its hands, against its fees and
disbursements, including the legal fees and disbursements, incurred at the normal rates
and charges of the Receiver or its counsel, and such amounts shall constitute advances

against its remuneration and disbursements when and as approved by this Court.

FUNDING OF THE RECEIVERSHIP

22.

The Receiver be at liberty and it is hereby empowered to borrow by way of a revolving
credit or otherwise, such monies from time to time as it may consider necessary or
desirable, provided that the outstanding principal amount does not exceed $200,000 (or

such greater amount as this Court may by further Order authorize) at any time, at such
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rate or rates of interest as it deems advisable for such period or periods of time as it
may arrange, for the purpose of funding the exercise of the powers and duties
conferred upon the Receiver by this Order, including interim expenditures. The whole of
the Property shall be and is hereby charged by way of a fixed and specific charge (the
"Receiver's Borrowings Charge") as security for the payment of the monies borrowed,
together with interest and charges thereon, in priority to all security interests, trusts,
liens, charges and encumbrances, statutory or otherwise, in favour of any Person, but
subordinate in priority to the Receiver's Charge and the charges set out in sections

14.06(7), 81.4(4) and 81.6(2) and 88 of the BIA.

23, Neither the Receiver's Borrowings Charge nor any other security granted by the
Receiver in connection with its borrowings under this Order shall be enforced without
leave of this Court.

24, The Receiver is at liberty and authorized to issue certificates substantially in the form
annexed as Schedule "A" hereto (the "Receiver's Certificates") for any amount
borrowed by it pursuant to this Order.

25. The monies from time to time borrowed by the Receiver pursuant to this Order or any
further order of this Court and any and all Receiver's Certificates evidencing the same or
any part thereof shall rank on a pari passu basis, unless otherwise agreed to by the
holders of any prior issued Receiver's Certificates.

ALLOCATION

26. Any interested party may apply to this Court on notice to any other party likely to be
affected, for an order allocating the Receiver's Charge and Receiver's Borrowings Charge
amongst the various assets comprising the Property.

GENERAL

27. The Receiver may from time to time apply to this Court for advice and directions in the

discharge of its powers and duties hereunder.
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28.

29.

30.

31.

32.

33.

-14 -

Notwithstanding Rule 6.11 of the Alberta Rules of Court, unless otherwise ordered by
this Court, the Receiver will report to the Court from time to time, which reporting is not

required to be in affidavit form and shall be considered by this Court as evidence.

Nothing in this Order shall prevent the Receiver from acting as a trustee in bankruptcy

of the Debtor.

This Court hereby requests the aid and recognition of any court, tribunal, regulatory or
administrative body having jurisdiction in Canada or in the United States to give effect
to this Order and to assist the Receiver and its agents in carrying out the terms of this
Order. All courts, tribunals, regulatory and administrative bodies are hereby respectfully
requested to make such orders and to provide such assistance to the Receiver, as an
officer of this Court, as may be necessary or desirable to give effect to this Order or to

assist the Receiver and its agents in carrying out the terms of this Order.

The Receiver be at liberty and is hereby authorized and empowered to apply to any
court, tribunal, regulatory or administrative body, wherever located, for the recognition
of this Order and for assistance in carrying out the terms of this Order and that the
Receiver is authorized and empowered to act as a representative in respect of the
within proceedings for the purpose of having these proceedings recognized in a

jurisdiction outside Canada.

The Applicant shall have its costs of this motion, up to and including entry and service of
this Order, provided for by the terms of the Applicant's security or, if not so provided by
the Applicant's security, then on a substantial indemnity basis to be paid by the Receiver
from the Debtor's estate with such priority and at such time as this Court may

determine.

Any interested party may apply to this Court to vary or amend this Order on not less
than 7 days' notice to the Receiver and to any other party likely to be affected by the

order sought or upon such other notice, if any, as this Court may order.
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FILING

34, The Receiver shall establish and maintain a website in respect of these proceedings at

www.grantthornton.ca/creditorupdates and shall post there as soon as practicable:

(a) all materials prescribed by statue or regulation to be made publically available;

and

{b) all applications, reports, affidavits, orders and other materials filed in these
proceedings by or on behalf of the Receiver, or served upon it, except such
materials as are confidential and the subject of a sealing order or pending

application for a sealing order.

J.C.Q.B.A.
APPROVED as the Order granted:
GROIA AND COMPANY PROFESSIONAL BORDEN LADNER GERVAIS LLP
CORPORATION
Per: Per:
eph Groia Robyn Gurofsky
Counsel for Lexin Resources Ltd. Counsel for Grant Thornton Limited

JENSEN SHAWA SOLOMON DUGUID
HAWKES LLP

Per:

Christa Nicholson
Counsel for the Alberta Energy
Regulator
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SCHEDULE "A"

RECEIVER CERTIFICATE

CERTIFICATE NO.

AMOUNT S

1. THIS IS TO CERTIFY that GRANT THORNTON LIMITED, the receiver (the "Receiver") of all
of the assets, undertakings and properties of LEXIN RESOURCES LTD. appointed by Order
of the Court of Queen's Bench of Alberta in Bankruptcy and Insolvency (the "Court")
dated the __ day of , (the "Order") made in action number

_ has received as such Receiver from the holder of this certificate (the
"Lender") the principal sum of $ , being part of the total principal sum of

S which the Receiver is authorized to borrow under and pursuant to the
Order.
2. The principal sum evidenced by this certificate is payable on demand by the Lender with

interest thereon calculated and compounded [daily] [monthly not in advance onthe ___
day of each month] after the date hereof at a notional rate per annum equal to the rate
of per cent above the prime commercial lending rate of Alberta Treasury
Branches from time to time.

3. Such principal sum with interest thereon is, by the terms of the Order, together with the
principal sums and interest thereon of all other certificates issued by the Receiver
pursuant to the Order or to any further order of the Court, a charge upon the whole of
the Property, in priority to the security interests of any other person, but subject to the
priority of the charges set out in the Order and the Bankruptcy and Insolvency Act, and
the right of the Receiver to indemnify itself out of such Property in respect of its
remuneration and expenses.

4, All sums payable in respect of principal and interest under this certificate are payable at
the main office of the Lender at

5. Until all liability in respect of this certificate has been terminated, no certificates
creating charges ranking or purporting to rank in priority to this certificate shall be
issued by the Receiver to any person other than the holder of this certificate without the
prior written consent of the holder of this certificate.

6. The charge securing this certificate shall operate so as to permit the Receiver to deal
with the Property) as authorized by the Order and as authorized by any further or other

order of the Court.
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7. The Receiver does not undertake, and it is not under any personal liability, to pay any
sum in respect of which it may issue certificates under the terms of the Order.

DATED the ___day of , 20
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GRANT THORNTON LIMITED, solely in its
capacity as Receiver of the Property (as
defined in the Order), and not in its personal
capacity

Per:
Name:
Title:
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1 THE COURT: It is not very often I am even half right, so
2 there we go. Thank you, Mr. Groia. A time. I want to save you from just sitting here
3 waiting indefinitely. So I would like an hour at least. I may not be ready in an hour, but
4 you will at least not have to be here until one hour from now. All right? Thank you.

5

6 (ADJOURNMENT)

7

8 Decision (Adjournment Application)

9

10 THE COURT: Thank you. Please be seated. I see the court
11 administration has seen fit to replace the clerk with someone that can give me some

12 protection after I give my decision. He did not know that, did he?

13

14 So I have my decision to give you orally; and I do so, subject to if a transcript is later
15 requested of the decision, a right to edit it for style, grammar, clarity, completeness, but
16 obviously not substance.

17

18 The issue before me for decision is a narrow one, should the Court adjourn further the
19 AER’s receivership application so that Lexin can be heard on its application for CCA4
20 protection instead or in combination as a competing application for the receivership.

21

22 The test I set for Lexin was to satisfy me on a prima facie basis that a CCA4 application
23 has a chance that there is something real there. Call it a preliminary gravitas assessment,
24 to choose words unlikely to be misassociated with other legal phrases. The threshold,
25 Ms. Roberts Jones suggested -- and she was correct -- is very low. The CCAA purposes
26 call for generosity and flexibility towards qualifying applicants in keeping with CCA4
27 purposes.

28

29 Some things I have not factored into my decision adverse to Lexin -- the section 106
30 notices -- those are under appeal, certain other orders against Lexin that also are under
31 appeal. The CCAA process would not render those appeal processes nugatory, nor would
32 a receivership.

33
34 I have not factored adverse to Lexin the unknown identity of an interim financer or DIP
35 lender as we refer to them or the terms that would become clearer. That, like many other

36 things -- priority charge, perhaps a CIRP -- all of those things would be appropriate for
37 satisfying the Court around in a full CCA4 application.

38

39 The Lexin restructuring concept is helped since Wednesday, in particular by the fact that
40 some secured creditors representing a significant portion of the aggregate indebtedness
41 support the application. It is helped by the inclusion of a SISP. It is helped by the
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enhanced powers suggested for the independent Monitor. In many ways, the presentation
was in the nature of a blank cheque to the Court to set whatsoever terms the Court may
desire to be satisfied of some of the concerns mentioned by parties.

The other thing I wanted to mention is the fact the stated asset value greatly exceeds the
existing liabilities is something I cannot consider because I do find it to be unreliable. It
is just dated, that is all; and that is a consequence of the very limited time available to
Lexin on that point.

In my view, Lexin has failed to meet the threshold to warrant a further delay to the
receivership application and the associated prejudice to Lexin’s creditors and other
shareholders. The things that tipped the scales for me were, first, Lexin’s forecast time
needed to revive the cash flow under its rationale.

On this point, I think it important to say first I assume that the AER will be receptive to
all proposals that serve its statutory mandate, regardless of its position as a creditor in any
restructuring process or in any receivership. I do not think it will require 100 percent
compliance as a precondition to lifting any suspensions so long as any longer-term plan
heads in that direction; but that is within its discretion, of course.

But this first concern of mine is that the time it will take for that to happen under the
CCAA court protection I find is not achievable within any acceptable time frame for
Lexin’s type of restructuring concept to have a reasonable prospect of realization in these
circumstances.

Second, the CCAA purpose would be to -- of this concept would be to sell assets and
restructure so that Lexin could remain as licensee of some remaining economically viable
assets. Yet practically speaking, I think the latter -- that is, Lexin remaining as a licensee
of some economically viable assets at the back end of a restructuring -- is extraordinarily
unlikely to happen as the AER exercises its discretion in good faith and, further, in the
face of working interest participants’ lack of confidence that Lexin can operate properly at
all going forward.

It may. That is, the AER may be willing to transfer licences back into Lexin with the
same management. I do not preclude that. But first, I doubt it; and second, if it does,
more critically, the time necessary for the AER to do so will be far longer than can be
sustained by the interim financing that is talked of. And it does mean more likely that the
CEAA would ultimately devolve into a complete asset sale, but that would only be after
further probable erosion of value of the secured assets.

Third, I remain concerned that Lexin management appears to have chosen to divert
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1 resources to pursuing its economic interests ahead of first ensuring public safety. I make
2 no findings on that point. That may well be significant in other legal processes; but I do
3 find that the perception of that conduct on the part of Lexin by so many of its
4 stakeholders, not just the AER, militates strongly against any restructuring enjoying
5 sufficient support that it would gain approval.
6
7 Those three reasons for me were dispositive. I will add that that conclusion is re-enforced
8 by my assessment of the necessary costs in the interim not being fully reflected in the
9 forecast cash flow. I do accept that that information could be enhanced and flushed out in
10 such further fuller hearing, but the fact that so many operating costs were omitted from
11 the cash flow projection further militates against the viability on a prima facie basis of the
12 concept succeeding.
13
14 There will be, it seems to me, a much higher cost level that will be incurred in the interim
15 period of any restructuring that was proposed for a longer period of time; and that
16 re-enforces my conclusion that a prima facie plan has not been demonstrated. Of course,
17 the longer any plan takes, the greater the erosion of the estate for creditors.
18
19 That is my conclusion, my reasons. If the parties are amenable, I have heard already the
20 application in favour of a receivership. I have not heard the arguments against. Unless
21 procedurally somebody is opposing, I would invite Lexin to present its arguments against
22 and go from there, first on the process. The parties are still feverishly writing. Any
23 objection to that process next? '
24
25 I suppose, Ms. Nicholson, it is really to you. Are you satisfied you have placed sufficient
26 information in front of the Court on the application for receiver?
27
28 MS. NICHOLSON: I would like to address the 244 matter, My
29 Lord.
30
31 THE COURT: Before I hear the response?
32
33 MS. NICHOLSON: No, no.
34
35 THE COURT: Okay.
36
37 MS. NICHOLSON: To me, the record --
38
39 THE COURT: Okay, you can do it now or you can do it after

40 you hear the argument I guess.
41
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1 MS. NICHOLSON: I will hear the argument and I -- I will hear the
2 argument. Thank you.
3
4 THE COURT: Mr. Groia, is that process workable?
5
6 MR. GROIA: I am in the Court’s hands, and I will follow
7 your direction.
8
9 THE COURT: ' Then please proceed.
10
11 Submissions by Mr. Groeia (Receivership Order Application)
12
13 MR. GROIA: Let me start then, My Lord, by spending a bit
14 of time looking at the material as to what exactly it is that AER is asking you to do. 1
15 regret to say, ordinarily, that I would be able to say go to volume whatever or turn up
16 whatever. That is not going to be possible because I am not quite sure what the material
17 is in the form it is before you. But I would ask you if you would, please, to tumn up the
18 amended statement of claim and also if you would turn up the receivership order that is
19 proposed. I have a black line with editorial comments, and I have a clean copy.
20
21 THE COURT: I have both of those. Thank you. Go ahead.
22
23 MR. GROIA: So from a jurisdictional perspective, the
24 application before you is brought both under section 13(2) of the Judicature Act and
25 section 243 of the Bankruptcy and Insolvency Act. And my first comment, My Lord, is
26 that as a matter of bankruptcy law, where an application is brought under section 243 and
27 is properly brought under section 243, it’s my submission that an application also under
28 section 13(2) of the Judicature Act is not well founded.
29
30 In other words, if you want to do what I believe AER wants to do in this case, the proper
31 forum for that is the Bankruptcy and Insolvency Act, and if you fail to meet the
32 requirements of that Act, there is no fall-back position in my submission to the Judicature
33 Act because the --
34
35 THE COURT: -- because the test is pretty much the same?
36
37 MR. GROIA: Well, and the Federal Government has a
38 detailed bankruptcy and insolvency proposal that takes paramountcy over the more general
39 provision in the Judicature Act with respect to receiverships.
40
41 Now, what’s unusual about this proceeding is to be found in the statement of claim; and I
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For the Plaintiff
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D. S. Nishimura For Compass Compression

H. Ahuja For Section 23 and Soutzo

G. Plester For Vulcan County

D. Girard For MD of Foothills

R. Gurofsky For Grant Thornton
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C. V. Selby For Caledonia Royalty Corp.

B. Dufault Court Clerk

THE COURT CLERK: Order in chambers. All rise.

THE COURT: Good morning.

MS. NICHOLSON: Good morning, My Lord.

MS. GUROFSKY: Good morning, My Lord.

THE COURT: Please be seated. Is Mr. Groia or Ms. Roberts
Jones on the phone?

MR. GROIA: I am here, Sir. Good morning.

THE COURT: Good morning. Thank you.



Reasons for Judgment

1

2

3 THE COURT: This 1s the oral decision on the Receivership
4 Application of the Alberta Energy Regulator, or "AER," as I will refer to it, against Lexin
5 Resources Ltd., and I will refer to that as "Lexin." In rendering this orally, I do reserve
6 the right to edit a transcript of it for clarity, style and accuracy, but of course not
7 substance - that will not change.

8

9 The AER applies pursuant to section 243(1) of the Bankruptcy and Insolvency Act and
10 section 13(2) of the Provincial Judicature Act for a receiver over all the current and future

11 assets of Lexin. My decision will address the issues under the following outline:

12

13 1. Can the AER succeed after not providing notice to Lexin under section 244 of the
14 Bankruptcy and Insolvency Act?

15

16 2. Does the AER have capacity to bring this application?

17

18 3. If both those questions are answered "yes," has the AER satisfied the test for
19 appointing a receiver?

20

21 First, then: Can the AER succeed after not providing notice to Lexin under section 244 of
22 the BIA? The AER did not notify Lexin "in the prescribed form and manner" of its
23 intention. The AER says it is proceeding under section 243 sub (1), not sub (1.1), and
24 therefore section 244 does not apply. It says sub (1.1) is for when the request is to enforce
25 its security and sub (1) is not. The AER says sub (1) is for this kind of receivership,
26 which it says is not to enforce its security. It says the section 244 notice obligation is not
27 triggered because it is not seeking to enforce its security.

28

29 I note that the AER’s formal application relies on the fact it is a secured creditor and also,
30 at least in part, on it being owed a debt. The distinction the AER is drawing feels, at first,
31 like splitting hairs. It is true that the AER’s security interest only expressly in the statute
32 enables it a garnishee process. So, Lexin says the AER can’t enforce its security any other
33 way and the AER says, in this case, it isn’t; and strictly speaking, the AER isn’t.

34

35 But the AER i1s a secured creditor and the effect of its application is to appoint a receiver
36 over all Lexin’s "current and future assets, undertakings and properties." The spirit and
37 intent of section 244 seems to be engaged. In these circumstances, service of the section
38 244 notice to Lexin would have been prudent, but I accept AER’s position that it was not
39 technically necessary. Therefore, the AER is not precluded from succeeding because of no
40 section 244 notice prior.

41
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If I am wrong in that conclusion, I nevertheless find the AER’s de facto notice of this
application, which I find occurred on March 10, even though not in the "prescribed form
and manner" of a section 244 notice, sufficient to satisfy the requirements of section 244.
Lexin obviously had notice, had time to file and commence hearing of CCAA applications
in both B.C. and Alberta, participated fully and capably in the receivership application,
and has not demonstrated any prejudice from notice not being in the prescribed form and
manner.

Section 243(1.1) says that when section 244 is not satisfied, I "may not" appoint a
receiver unless, sub (b), I consider it appropriate to do so before the ten days have
expired. Today we are at Day 10 since the de facto notice. In my view, I have a
discretion to do so despite the non-compliance.

Also, 1f section 244 was triggered, a remedy has been available to Lexin under section
248 of the BIA, but no such application has been made: 917488 Ontario Inc. v. Sam
Mortgages Ltd., 2013 ONSC 2212.

Finally, on this point, I am satisfied that all secured creditors that may be materially
affected have had adequate notice.

The second question: Does the AER have capacity to bring this application? That is, as a
statutory creation, is this application outside the AER’s powers because the only express
power it enjoys to enforce its security is garnishment? In my view, applying for the
appointment of a receiver is not outside the AER’s powers.

First, by section 105 of the Oil and Gas Conservation Act, to enforce its orders, the AER
may take "any" steps it considers necessary; and here, the AER says it is applying not to
enforce its security but because of Lexin’s protracted non-compliance with its obligations,
including the AER’s orders.

Second, by subsection 3(2) of the Responsible Energy Development Act, the AER "has the
capacity and, subject to this Act and any other enactment, the rights, powers and
privileges of a natural person."

Third, in giving the AER statutory lien security, the Legislative Assembly intended that
lien security to entail all the rights of recovery enjoyed by any other secured lien holder.

Garnishment is mentioned in subsections 103(4) through (9) not because the Legislative
Assembly limits the AER to only that form of enforcement but because the Legislative
Assembly gave the AER enhanced powers to enforce by way of garnishment. For
example, section 103 makes it an offence for a debtor’s payor to not comply with a
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garnishee notice. Also, it creates a separate debt to the AER in the circumstances of
non-compliance by a payor with a garnishment notice.

The third question then is: Has the AER satisfied the test for the appointment of a
receiver?

What is the test? Under the BI4, it is referred to as whether it is just and convenient to do
so; under the Judicature Act, whether it is just and equitable; and the law has said those
two are virtually the same.

The appointment of a receiver is an extraordinary remedy. It is not quite so extraordinary
if a debtor has agreed contractually to the appointment in the event of default. That’s not
the case here, so in this case it is an extraordinary remedy. It is to be determined after
considering and balancing the rights of debtors and creditors. It is to be determined after
having regard to all the circumstances, including such things as the following:

(1) the nature of the property;

(11) the rights of all parties relative to that property;

(111) secured creditor’s right to appointment of a receiver privately;

(1v) any risk to secured creditors to erosion of their security or the value of the assets that
are secured;

(v) any apprehended or actual waste of the debtor’s assets;

(v1) the effect of any such order on all the parties;

(vii) the amount of time that will be required;

(vii1) the likelihood of maximizing recovery for creditors;

(1x) any undue hardship on the debtor beyond the loss of assets and their sale;

(x) whether irreparable harm might occur without any such appointment that has been
found to not be an essential pre-condition to appointing a receiver but it is a

consideration; and

(x1) the balance of convenience.
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In my view, these considerations militate strongly in favour of appointing a receiver.
Significant among them are that:

1. A receiver seems necessary in this case to preserve the subject property value, to
preserve the oil and gas resources of Albertans, to provide more time to other interest
holders to prevent expiry of their rights. Absent a receiver, these interests more likely are
to be irreparably harmed.

2. A receiver 1s warranted given Lexin’s conduct, including its placing its economic
survival before public safety. This may be a very crude illustration, but when a ship is
sinking, effort is made to keep it afloat, obviously, but not before first passing around the
life jackets and getting the life boats deployed. In my view, the public interest here
compels a regime change and the option in front of me of a receiver is acceptable.

3. I note the overwhelming support of stakeholders present in court.

4. Appointing a receiver does not preclude a proposal being advanced from Lexin or from
its related companies.

In considering these factors, I note that the AER’s Statement of Claim, at paragraph 4, is
not framed as seeking a receiver over licences only, as intimated by Lexin. The definition
in the Statement of Claim at that paragraph of "Sites" might be thought as ambiguous, but
the better reading, in my view, is that the word "Sites" therein defines the word/phrase
most immediately prior, that is, the physical oil and gas facilities, not to the earlier
reference to the licences for those physical sites.

I am satisfied therefore that this receivership proposal is not just about money or just
about licences, and it’s not about enforcing security. It seeks the broader, as I have
referred to it, regime change so facilities may again serve the public interest.

I also note the AER’s application is not just about Lexin’s $1 million debt to AER. The
Court 1s concerned with the aggregate indebtedness. Lexin admitted insolvency, but it also
admitted cashflow limitations from before AER closed the wells and plants and pipelines
and facilities. Lexin admitted an inability to fulfill its responsibilities as licensee.

Lexin says the application is just a front for coming to the aid of the Orphan Well
Association. I think it is much more than that, but aiding the Orphan Well Association is
not a negative consideration and it is consistent with AER’s statutory purposes.

Lexin implies that the AER drove Lexin to this predicament where, as it says, it is unable
or unwilling to care for its sites. But nothing in the record suggests Lexin ever challenged,
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by legal process, be it administrative or curial, whatever it was that the AER did to cause
Lexin this predicament. Lexin has made proposals to the AER, but never claimed by legal
process AER acted unfairly, unlawfully, unreasonably or without authority.

I find the appointment of a receiver just and convenient; I find it necessary in the
circumstances; and I find it in the public interest. I find the need to do so urgent. I find it
appropriate even if I am wrong regarding section 244 and the form of notice to Lexin was
deficient.

Therefore, on noting the consent to act by Grant Thornton Ltd., I grant the application to

appoint 1t as receiver for Lexin Resources Ltd., subject only to a few amendments to the
proposed form of order.

Ms. Gurofsky.

16 Submissions by Ms. Gurofsky (Other)

17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

MS. GUROFSKY: My Lord, my friend Mr. Groia is on the phone

and he has raised an issue that I advised I would bring to the Court’s attention. Mr. Groia
is of the view -- or has raised an issue with respect to conflicts, an alleged conflict of --
for Grant Thornton acting as receiver in this case. Grant Thornton’s position is that there
is no conflict, and 1 will just take you through a few points and historical relationships
that I believe Mr. Groia is referring to.

In the backdrop of this, I would just refer Your Lordship to section 13.3 of the
Bankruptcy and Insolvency Act, which says that:

Except with the permission of the court and on such conditions as
the court may impose, no trustee shall act as trustee in relation to

the estate of the debtor

(a) where the trustee is or at any time during the two preceding
years was,

. . . the auditor, accountant or legal counsel, [et cetera], of
the debtor.

So, I would emphasize the two-year provision in the BIA.

Grant Thomnton acted as auditors for Compton Petroleum Corporation. Compton
Petroleum Corporation amalgamated with MFC Energy to eventually create Lexin. Grant
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Thornton acted prior to the amalgamation and the audited reports were filed for the fiscal
year end of 2011, so clearly outside of that two-year period.

THE COURT: And -- and I’m sorry, I have just been getting
my pen closer to my paper. What was its role with respect to Compton and what was its
role with respect to Lexin?

MS. GUROFSKY: So --

THE COURT: Auditor for Lexin in 20117

MS. GUROFSKY: That’s correct.

THE COURT: Okay.

MS. GUROFSKY: For -- for  Compton  Petroleum, who
amalgamated with MFC Resource -- or MFC Energy Corporation --

THE COURT: Right.

MS. GUROFSKY: -- I believe in 2013, so prior to the
amalgamation, but the predecessor in 2011.

There has also been some advisory services provided to some MFC entities. MFC, there
were --

THE COURT: Is a creditor.

MS. GUROFSKY: Is a creditor.

THE COURT: Right.

MS. GUROFSKY: Potentially a related party. One of the entities.
It’s -- it’s not even clear that it’s a related party anymore based on the financial
statements filed with the securities and Exchange Commission in 2015. We accessed these
by Google, not through any other mechanism. So, the advisory services that were
provided were related to internal controls, so you know, how the companies reported
financials, that sort of thing. There were no accounting services provided and the
accounting services I would just -- the term "accountant" means, under CAIRP rules,

. anyone who has prepared unaudited financial statements in
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accordance with section 8200 of the [Canadian Institute of
Chartered Accountants] Handbook.

So, I would say it’s not even the scope of services contemplated under the BI4, and in
any event, it’s -- it’s not Lexin. But I advised my friend that I would put these facts in
front of the Court.

THE COURT: Thank you. Mr. Groia, did you want to speak to
it?

Submissions by Mr. Groia (Other)

MR. GROIA: Yes. I am grateful that Grant Thornton advised
the Court of those matters. I should also tell you that I understood that there’s about a
thousand -- ’'m sorry, about $10,000, rather, still owing by Compton/Lexin to Grant
Thornton.

THE COURT: I am -- I am sorry to interrupt you, but the
technology is doing it for me. You’re only coming through in interim -- you sound like an
SOS signal.

MR. GROIA: I’'m sorry. Is that better?

THE COURT: So far. Thank you.

MR. GROIA: Okay. So, let me try that again.

THE COURT: Thank you.

MR. GROIA: I started by saying I’'m grateful that counsel for

Grant Thornton has brought some of these matters to the Court’s attention. To be clear,
although I have raised these matters, I have never suggested that they are disqualifying
conflicts, but that the Court was entitled and should know about all of them. And the only
additional matter that I’'m aware of that I am not sure has been mentioned is that I am
instructed that there’s about $10,000 owing to Grant Thornton by Compton, which was
still owing as of the end of 2016. I don’t believe it has been paid, and that was for work
in connection with the Sarbanes-Oxley requirements to the United States. So, that -- that
would make Grant Thornton a creditor of Lexin with respect to their outstanding invoice.

But having raised -- having put those matters before the Court, I don’t intend to argue that
they are sufficient to disqualify Grant Thornton if you otherwise don’t consider that to be
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a reason not to appoint Grant Thornton.

But we do have submissions we would like to make on the form of order with respect to
a number of what I think we have referred to as small points, and Mr. Sischy, who
worked with me, had prepared to deal with those. I don’t know whether you want us to
try and deal with them offline or whether you want us to go through them and try and see
what’s involved at this point.

THE COURT: All right. In a moment, we will -- we will talk
about that process. I will deal with the conflict issue first, and just to let you know, the
longer you continued with your submissions, the more it reverted to that SOS sound,
but -- so I don’t know if it’s just proximity to the mike or what it is.

But Ms. Gurofsky, with respect to the points raised?

MS. GUROFSKY: Yes. I -- I can just -- 1 spoke to my client and
according to Grant Thornton’s records, that matter referenced by my friend is in relation
to another party; 1t’s not Lexin who was engaged in respect of that. So, again, no conflict
from our perspective.

THE COURT: If for whatever reason Grant Thornton may find
it necessary to put a proof of claim into the process, I would expect that to be expressly
drawn to the Court’s attention.

MS. GUROFSKY: We would do that.

THE COURT: Otherwise, 1 do appreciate, Mr. Groia, that
those things were mentioned and I consider that consistent with counsel’s obligation; I
appreciate it.

I am satisfied that it is not an impediment to Grant Thornton acting in this matter.

MR. GROIA: Okay.

THE COURT: Thank you. Ms. Nicholson.

Submissions by Ms. Nicholson (Other)

MS. NICHOLSON: My Lord, I want to bring to your attention
some matters that my friend Mr. Groia raised over the weekend, suggesting that there was
the duty on the part of AER to tell the Court everything there ever was about the
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38
39
40

10

relationship between GT and any of the parties, good or bad, and that he wanted
communications from AER’s lawyers; he wanted all -- full disclosure of all other
engagements of GT by AER of any kind whatsoever and all communications. And My

Lord, our --

THE COURT:
have my --

MS. NICHOLSON:
THE COURT:
MS. NICHOLSON:
THE COURT:

MS. NICHOLSON:
sent.

THE COURT:
derivative of Glencore, so . . .

MS. NICHOLSON:
THE COURT:

MS. NICHOLSON:

’m sorry, you said "GT". Let me make sure I

Grant Thornton.
Oh.

Grant Thornton.
Okay.

I am just really referring to the E-mail that he

That’s fine. I was thinking it was some

Yes. No. So, I --
Okay.

-- I wanted to bring that to your attention.

Our position from the time that we served the unfiled affidavit on last Saturday - not --
not two days ago but last Saturday - was that Mr. Groia could examine -- cross-examine
on the affidavit which references the consent of Grant Thornton. He was offered the
witness to examine on Monday, Tuesday, Wednesday and Thursday of last week, and he
elected not to do so. Our position is that demands -- that there is a process to make
requests for mmformation, et cetera, so that that is his means of obtaining information in a
legal proceeding that he seeks. So, I -- I -- that’s our position with respect to his demands
over the weekend. I wanted to be sure that was on the record.

THE COURT: Okay. And you brought it to the Court’s

attention --

41 MS. NICHOLSON: Yes, I have.



O 3 N bW N

BB W LWL W W L LW LR NN R NN N e e e e e e e b
O D0 B WO VOO DR W = O VNN R W - O WO

11

THE COURT: -- because --

MS. NICHOLSON: Thank you.

THE COURT: -- that was counsel opposite’s request and I take
it because he is a little limited participating by telephone. Is that what I take from this?
Mr. -- Mr. Groia, 1s there a specific relief requested at this time?

MR. GROIA: Well, I-- I guess I would say a couple of
things, My Lord. First of all, none of the material that we requested was provided and --
and I can say, My Lord, there’s a terrible echo, so I’'m struggling to say anything without
it blowing back in my ear.

THE COURT: Just hold on a second. Mr. Clerk, is there a way
perhaps to reduce the volume at one of the ends that would fix that?

THE COURT CLERK: Yeah, I think I can --

THE COURT: Not so much that we can’t hear
Mr. Groia. Okay, we will give that a try. Go --

MR. GROIA: Thank you.

THE COURT: Go ahead and see if the echo continues,
Mr. Groia.

MR. GROIA: Thank you. It’s not continuing at the moment.
So --

THE COURT: Nicely done, Mr. Dufault.

MR. GROIA: So, first -- first of all, I want to point out that
we received no information of any kind whatsoever from the AER in connection with the
relationship between them and the proposed receiver.

THE COURT: Can -- can you just give me a sense of what
kind of relationship causes you concern? I bet an entity the size of Grant Thornton will
have had some dealings with probably every party in the room at some point.

MR. GROIA: Not with me, I can promise you, but --
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THE COURT: You’re not in the room.

MR. GROIA: True enough, except in-- in sprit but not
physically.

THE COURT: Okay.

MR. GROIA: The kind of issues, obviously, that one would

normally expect would go to any reason why the Court would be concerned about the
ability of Grant Thornton to discharge the neutrality that’s required from a court-appointed
receiver. So -- and again, I don’t know the nature of the relationship, but suppose Grant
Thornton does a great deal of work for the AER in connection with enforcement matters
or forensic work, or other kinds of work, that would have them dealing on a regular basis
with the people at AER and generating a significant amount of revenue for the firm. In --
in that circumstance, | would expect that the Court might very well be concerned that
Grant Thornton would not, to use a rather well known expression, want to cut off its nose
to spite its face by doing things adverse in interest to the AER. We do know that they
have had dealings with the AER as the trustee in bankruptcy in Redwater, and that would
give, I guess, some comfort that they are able to act in a way that might be described as
adversarial, but I -- simply, other than to give you hypothetical examples, I am obviously
not able to raise an issue about conflict because we were not provided with any of the
information that we requested.

Secondly, the invitation to cross-examine really, I guess, has two answers.

Firstly, I will say that, as you know from the timing, we received that affidavit on the
weekend and were expected to be in court on Wednesday. It was simply not possible, and
I have advised my friend repeatedly that it was simply not possible in the time available
for us to conduct a cross-examination.

And -- and in addition, my second point would be I -- I would be very surprised that the
witness would have had any information about relationships between Grant Thornton and
the AER, other than things she might have been personally aware of, so I don’t believe it
would be cross-examination for me to ask her to go and search through the files of the
AER and general counsel’s office and other parts of -- of the organization to try and give
me the kinds of information I believe you’re entitled to, as much as well that we would
be entitled to know so we would be able to decide whether or not to make those
submissions.

So, again, because I don’t have the information, I am not suggesting a disqualifying
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conflict, but I did suggest, with respect, that those are matters that you were entitled or
are entitled to know about so you can satisfy yourself whether there’s a disqualifying
conflict even if I’'m not able to assist you in that regard.

THE COURT: Thank you, Mr. Groia. Ms. Gurofsky.

MS. GUROFSKY: Perhaps I can satisfy my friend and -- and the
Court in respect of these requests. Grant Thornton, My Lord, as you know, is a court
officer; they act in respect of these matters all the time; they would act prudently in

respect of their appointment whether the applicant was the Alberta Energy Regulator or
TD Bank.

I can tell you that this matter is unique in that it is the first time the AER has engaged

Grant Thornton. It is the first time Grant Thornton is not --

THE COURT: In this -- in this capacity?

MS. GUROFSKY: In this capacity. It is the first time Grant
Thornton will not be directly adverse to the AER --

THE COURT: (UNREPORTABLE SOUND)

MS. GUROFSKY: -- in these matters.

THE COURT: Ha.

MS. GUROFSKY: The -- I advised my friend this weekend that

there was no engagement letter between the two parties, that if -- if a receivership order
was granted, that Grant Thornton would be appointed pursuant to the terms of the
receivership order and the statute governing Grant Thornton in that capacity.

I would also note that the affidavit of Ms. Chant does attach the consent to act of Grant
Thornton in -- in respect of the relationship. So --

THE COURT: Well, she -- she is at the AER, yes?
MS. GUROFSKY: That’s right.
THE COURT: Yes. So, that --

MS. GUROFSKY: That’s right.
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THE COURT: -- isn’t necessarily helpful.

MS. GUROFSKY: Mr. Beck (phonetic) is not aware of any other
engagements with respect to -- as between Grant Thornton and the AER.

THE COURT: And when you say that, are you saying in any
capacity as accountants?

MS. GUROFSKY: In any capacity.

THE COURT: Okay. Thank you. Anyone else wish to speak
on this matter?

Submissions by Mr. Simard (Other)

MR. SIMARD: My Lord, on behalf of Exxon Mobil, we were
made aware of this issue over the weekend and I can advise that our client has no
concern. It’s on the public record in this Court. There is no accounting firm who plays the
role of trustee or receiver who has had more adversity to AER over the last few years
than Grant Thornton. Redwater was obviously a most notable case, but Tallgrass as well
was very hotly contested on disclaimer and approval issues. So, we’re comforted by that
fact and we have no doubt that Grant Thornton, whom we have seen on many files, would
discharge their duties independently and mutually and --

THE COURT: I just thought of a very sinister motive then.
MR. SIMARD: (UNREPORTABLE SOUND)
THE COURT: The AER is trying to get Grant Thornton so

busy they will get out of their hair on other matters.

MS. GUROFSKY: (UNREPORTABLE SOUND)
MS. NICHOLSON: (UNREPORTABLE SOUND)
MR. SIMARD: Maybe. Maybe. [ think they will continue to

take further engagements this year, other creditors.

THE COURT: It’s like clients opinion shopping with all the
major law firms before they retain anyone. All right, thank you, Mr. Simard.
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Mr. Plester, you too? Go ahead.

Submissions by Mr. Plester (Other)

MR. PLESTER: Sir, again, Greg Plester for Vulcan County. The
County has no concerns with Grant Thornton acting as receiver.

Ruling (Other)

THE COURT: Okay. Thank you. And I will say, in -- in light
of this more recent information, nor does the Court have any concern. I appreciate,
Mr. Groia, that some of this additional information may have assisted you in knowing
whether or not to raise it, so again, I thank you. Anything else before we proceed to the
specific terms?

Seeing nothing, then Mr. Groia raised the process question. Is there a reason, Mr. Groia,
why we would not be able to efficiently deal with any amendments to the template form
this morning?

MR. GROIA: No, Sir. It might take Mr. Sischy and you and
the others perhaps an hour because of the what I would describe as the significant changes
from the template, but if you have the time we’re certainly ready to proceed and can go
through it on any basis that’s acceptable to you.

THE COURT: I have the time now that I will not have later. It
might be a little --

MR. GROIA: (INDISCERNIBLE) --

THE COURT: Just a minute. It may be a little more -- thank
you. It may be a little more efficient for the Court because it would take a bit less time
later, though I’m not convinced of that, and so we will proceed now; I think it would take
the parties a lot longer.

MR. GROIA: And how would you like to do that, Sir?

Decision

THE COURT: What I would like to do is first put mine out
there in case they get overlaid by other concerns. And so, I have just a few copies of this
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addition that I ask be added to clause 3(a). I don’t know how many -- well, Mr. Clerk,
can you give one to Ms. Nicholson and then the others, whatever parties may wish.

For your benefit, Mr. Groia, I will just read the words I am requiring be added to
paragraph 3(a) at the end.

MR. GROIA: All right.

THE COURT: The words will read as follows: ". . . and the
receiver shall be entitled to abandon, renounce or otherwise release any of the debtor’s
interest in any property or any right in any immoveable, including a licence or other
authorization pursuant to section 14.06(4) of the Bankruptcy and Insolvency Act,
notwithstanding the provisions of the Oil and Gas Conservation Act and the Pipeline Act."
My only other comment is, I think -- yeah, 3(g) has a typo, that’s all: "appears" should be
"appeals." I don’t think we will take any more time on that.

Okay, Mr. Selby and Mr. Plester.

MR. PLESTER: Everyone else will be excused at this time?

THE COURT: No, I think you should -- no. I always wanted
to do that.

MR. PLESTER: May 1?

THE COURT: Yes, you can go.

MR. PLESTER: Thank you very much.

MR. SELBY: Thank you very much.

THE COURT: Thank you. All right, before 1 hear from
Mr. Groia, Ms. Nicholson, were there any other changes in a review that was made, that
you wish to make, to what was provided to the Court?

MS. NICHOLSON: My Lord, I also picked up the paragraph for
"appeals," paragraph (g) --

THE COURT: Yes.
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MS. NICHOLSON: -- 3.

Paragraph 7, there was a couple of paragraph numbers referenced there and -- which
should be ‘7° and ‘8’, rather than ‘5’ and ‘6’ because --

THE COURT: Okay.

MS. NICHOLSON: -- of the addition of the one paragraph which
wasn’t contained in the template.

THE COURT: Thank you.

MS. NICHOLSON: My Lord, we have language to the effect that --
that the order is granted pursuant to 243(1) of the Bankruptcy and Insolvency Act and/or
pursuant to section 13(2) of the Judicature Act. So, that -- that is the change I -- I
propose.

And with respect to the paragraph -- or the added language which you have proposed, we
had other language which to me is -- is of the same effect, but -- and there may -- and
there’s a reason for it perhaps, if I -- if I could try to tell you about it, because this is --

THE COURT: (UNREPORTABLE SOUND)

MS. NICHOLSON: Okay, you’re chuckling and —

THE COURT: Just at your colleagues.

MS. NICHOLSON: Yes, [ -- I -- I know. So, what we had was, as
3(b), that the receiver was authorized but not obligated to -- to exercise any powers it may
have under section 14.06 of the Bankruptcy and Insolvency Act. The reason we had stated
it that way was because the facts in this case are very, very different than they were in
Redwater, you will appreciate.

THE COURT: Yes.

MS. NICHOLSON: So, before the Court in Redwater was the
issue --

THE COURT: Are these words too Redwater specific?

MS. NICHOLSON: Pardon?
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THE COURT:
MS. NICHOLSON:

THE COURT:
proposing.

MS. NICHOLSON:
THE COURT:
MS. NICHOLSON:
THE COURT:
MS. NICHOLSON:
THE COURT:

MS. NICHOLSON:
a slight change --

THE COURT:

MS. NICHOLSON:
have is the --

THE COURT:
MS. NICHOLSON:
THE COURT:
MS. NICHOLSON:
THE COURT:

MS. NICHOLSON:
ought not --

18

Are the existing words too Redwater specific?
Well, I think your --

I don’t mind the broader scope of what you’re

Okay. I thought -- I think --

It would seem to include what I have put --
I --

-- in my addition --

I think so.

-- but be broader.

But -- but I -- T think there are slight -- there’s

Okay.

-- because it’s connected to any powers it may

I caught that.

Yes. And whereas you have -- there’s --
And -- and --

-- "shall be entitled to," so to my mind --
Okay.

-- you are making a determination today that
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THE COURT: So if --
MS. NICHOLSON: | -- to be made today.
THE COURT: -- 1f your client succeeds at the Court of

Appeal, no amendment to this order is needed because it would not have those powers;
right?

MS. NICHOLSON: Yes.

THE COURT: Okay. No, I get that.

MR. GROIA: Uh --

MS. NICHOLSON: Those are -- those are the changes that we had

in mind, My Lord.
THE COURT: Okay. Thank you. Mr. Groia.

MR. GROIA: Oh, I -- 'm going to deal with the point, My
Lord, and then I’'m going to let my colleague, Mr. Sischy, deal with the rest.

First of all, with respect to the language that you have read out, I am going to suggest that
that’s the proper way to proceed, and the reason for that is I believe it’s abundantly clear
that because the receiver is not taking possession of any of the sites, it has no powers
under 14.06 of the Bankruptcy and Insolvency Act, and so essentially you would be giving
them no right to renounce because the predicate requirement of possession is not there.
But you know, if my friend wants a broader order that is directed towards the BIA4, you
could accomplish that by saying you declare that it has the powers given under 14.06 so
we’re not met with the argument subsequently that essentially without possession there is
no right.

THE COURT: With that --
MR. GROIA: Hello?
THE COURT: With that last comment, were you-- after

earlier saying you liked my proposed wording, you -- you thought it would be -- it could
be shortened up in any event?

MR. GROIA: Well, first of all, Sir, we lost you for about 30
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seconds. It sounded like there was a wiretap from some Russian --

THE COURT: (UNREPORTABLE SOUND) It was just me
trying to think; it was very quiet.

MR. GROIA: I see. Well, at our end it was a foreign voice
speaking in a tongue I did not recognize.

THE COURT: (UNREPORTABLE SOUND)

MR. GROIA: So, I don’t know if -- could we start back up to
where I was in my submission and could I ask you to kindly ask your question again.

THE COURT: ‘ Yes. My question was wanting to understand
your proposal. First, I had understood you to say you preferred the wording that I had
proposed, but then towards the end of your comments it sounded like you had a more
succinct way of putting it, which -- which would be some brief wording, saying the
receiver has all the powers indicated under section 14.06.

MR. GROIA: And that you would declare that those powers
are available to it. As I say, my concern is if you simply say "any powers they may
have," 1 absolutely know we’re going to be told they have no powers because they have
no possession of the property.

THE COURT: Well, after this order is signed, it’s not going to
be the AER’s role, it’s going to be the receiver who is going to operate under this, and it
may very well be in ways the AER isn’t that happy with.

MR. GROIA: And I think we’re all intending to give the
receiver the power to renounce, and that’s what your language accomplishes because
you’re giving it under court order the power to renounce. All I’'m suggesting is tracking
the language of 14.06 doesn’t accomplish what you want to accomplish, unless we can
deal with this very odd situation where they’re not going to have possession of sites that
you’re saying they can renounce.

MS. NICHOLSON: My Lord, if it helps --

THE COURT: Okay.

MS. NICHOLSON: -- there is a -- we have an order in the Quattro
Exploration case, a receivership order, where that very language we have proposed was
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used. I can hand it up to --

THE COURT: Thank you.

MS. NICHOLSON: -- My Lord. This is an order granted February
2, so -- so just over a month ago, by Madam Justice Eidsvik, in the Quattro Exploration
and Production Ltd. case. If 1 could turn Your Lordship to paragraph (b) -- 5(b), "to
exercise any powers it may have under section 14.06 of the B/A. That was the language
used in that case, the receiver --

THE COURT: Yes, but 5(a) right before it, I think that was
Mr. Groia’s point, it says, "to take possession and control of the property."

MS. NICHOLSON: Yes, it --

THE COURT: So -- so, it does make sense in that context.

MS. NICHOLSON: I -- T would have thought that your language
was -- would be preferable in that -- in that case, but --

THE COURT: Okay.

MS. NICHOLSON: -- and more consistent --

THE COURT: Me too, since it originated with -- oh, no, it was
Justice Strekaf, not Eidsvik, okay --

MS. NICHOLSON: Yes. But --

THE COURT: -- I take it back. All right.

MS. NICHOLSON: -- 1n -- in any event, I -- I think you ought not
to determine today whether 14.06 operates, and it will be the receiver’s determination to --

THE COURT: Well, that comes back to the discussion we had
Friday --

MS. NICHOLSON: Right.

THE COURT: -- I think it was.
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MS. NICHOLSON: The key being the facts --

THE COURT: -- it is the existing decision that, by definition,
is persuasive to me.

MS. NICHOLSON: My only point here is that the facts differ, My
Lord.

THE COURT: Yes.

MS. NICHOLSON: The facts are -- are very different in the
Redwater case than -- than under this particular order, because right now, we -- we have
the OWA with care and custody in effect; we don’t have the receiver in -- in possession.

THE COURT: Okay.

MS. NICHOLSON: Whether or not a renouncement is -- is possible
will be up to the receiver to determine and maybe we will have a big argument about it
and maybe we won’t.

THE COURT: Well, 3 -- 3(a) in this form of order also has the
receiver taking possession.

MR. GROIA: And my -- my point, My Lord, is the trustee
has nothing to abandon in the order that they are proposing because he is not given
possession. So it takes out of it --

THE COURT: Yes, not of everything, but you know that can
change over the course of a receivership also. I -- I would like wording that will stand the
test of time. Ms. Gurofsky, you were going to comment.

MS. GUROFSKY: Yes, My Lord, I think the language that you
have proposed is consistent with language of an amended receivership order granted by
Justice Strekaf in Nordyke (phonetic). So, that language has been used before. I -- 1 hear
my friend that -- comments that we’re dealing with different facts here, and the facts here,
and I -- T wouldn’t adopt that --

THE COURT: Yes.

MS. GUROFSKY: -- position normally, except to say that here, the
receiver is not taking possession or exercising physical control over the site. So, given
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1 that, the receiver is not opposed to its proposed language, so that if down the road there is

2 a need to take possession, we can -- we would come back to court and amend the order,

3 and we could deal with 14.06 at that time. We would have to -- if -- if the receiver was
4 taking possession of the site, we would have to come back in front of the Court.

5

6 MR. GROIA: My -- My Lord -- sorry to interrupt. I’ll wait.

7

8 THE COURT: No. I -- I think it’s time. Go ahead.

9
10 MR. GROIA: As I argued last week, obviously
11 unsuccessfully, the main thing that’s going to happen here is the receiver is going to start
12 to conduct a sales process. That’s what really this is all about. And if the receiver decides
13 not. to take possession, the question will be: Can the receiver renounce the wells that are
14 not economical and only put up for sale the wells that are economical, and that -- that
15 approach to a sale requires, obviously, the receiver to go in and conduct an evaluation and
16 decide whether they wish to do so or not? If, on the other hand, they’re not allowed to
17 renounce, or there’s going to be a fight about their ability to renounce, that puts them in
18 the position where they have to sell everything because they don’t have the ability in
19 those circumstances to provide what I will describe as an attractive package to a potential
20 purchaser. So, in my submission, this is an issue that has to be resolved today because we
21 can’t even start to embark on all the issues that will be attenuated to the sales process
22 unless we know what their rights are and how to approach a sales process.
23
24 MS. GUROFSKY: My Lord, I think I would disagree with my

25 friend. I -- T don’t think this issue has to be dealt with today because under the current
26 proposed order, the receiver is not permitted to take possession of the site. It is permitted
27 to sell everything and it will attempt to do that. It doesn’t take possession -- it doesn’t
28 need to take possession to do that. So, yes, it will look at the site and market everything,
29 but if it -- if it deems it appropriate or necessary to take possession of the site, we have to
30 come back m front of the Court to amend this order. This order does not -- does not
31 permit them to do that at this stage.

32

33 So, the proposed language by the AER is a compromise at this point to get over this
34 hurdle and if it’s necessary to take possession, then -- then we can revisit this. Having
35 said that, I don’t know why we would take possession of something that the receiver
36 would then disclaim, but you know, I -- I don’t have a magic ball to look into; I -- T don’t
37 know what the future will hold. I think (b) is a -- a fine compromise given the unique
38 circumstances here, where the receiver is not taking possession and not permitted to.

39

40 MR. GROIA: My Lord, that’s exactly my concern. My
41 concern isn’t about them taking possession. My concern is can they do what they did in
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Redwater, which is to renounce the sites that are terrible and leave those in the Orphan
Well Association, and not market everything, but rather mark the good sites that will
bring a much better offer than trying to force a purchaser to take a bunch of sites they
don’t want, which they’re obviously going to deduct from the purchase price. So --

THE COURT: In what way is the current order preventing
that, the proposed form of order?

MR. GROIA: Because your language would allow them to
renounce and --

THE COURT: But --

MR. GROIA: -- I would expect that they would do that before
they would put a package up for sale, and if you don’t allow them to renounce, then they
have to sell everything, which is obviously a much less desirable acquisition. I mean,
all --

THE COURT: So, you --

MR. GROIA: -- all T thought we trying --

THE COURT: So, you say -- you say possession is irrelevant
to this issue?

MR. GROIA: It’s completely irrelevant. They don’t need to
have possession --

THE COURT: To sell.

MR. GROIA: -- to be able to put together the attractive
properties and sell them and say to the Well Association and the AER,
(INDISCERNIBLE) you to look after them.

THE COURT: Okay. Ms. Gurofsky? Ms. Nicholson?

MS. GUROFSKY: I understand what my friend is saying now. I
think the response to that is, and I have -- I have just confirmed with Ms. Cameron of the
AER that all of the sites would be marketed initially, or those sites that make sense to be
marketed would be marketed - remember, the receiver is not obligated, but it may. And
the -- and the AER here would permit piecemeal sales. It’s -- it’s not like a sale has to
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happen on that with all of the assets, but certain assets that are more attractive than others
or more saleable than others, or that have offers, could be sold without the entire package,
and the AER would permit that given the circumstances of this -- this package of assets.
So, I don’t think that the receiver has to disclaim certain properties if they’re not sold in a
marketing process, because --

THE COURT: So, what happens at the end, when the receiver
wants to be discharged, it comes back and says, Look, we sold these nine different
groupings --

MS. GUROFSKY: That’s right.
THE COURT: -- and we have also got 1,004 left over?

MS. GUROFSKY: We’ve got 1,004 left over that we were not able
to sell, we’re not in possession of them, so we will be discharged, and -- and the wells,
probably with the OWA, would remain in their care and control, those wells that could
not be sold.

THE COURT: Ms. Nicholson?

MS. NICHOLSON: Yes, My Lord. The goal is to let the market
decide --

THE COURT: Yes.

MS. NICHOLSON: -- in our respectful submission. That is what we
would hope and expect the receiver to do: put the assets up for sale, determine -- and --
and how it packages them is its determination. But to put them up for sale with a view to
the market choosing what it wants to buy, at which time, you heard Ms. Gurofsky speak
about what the AER would do. It-would look and determine and assess and hopefully be
brought on -- onto side on -- in terms of what it is that the receiver would propose to do.

Another point that’s very important to mention here is in -- we have noticed in a number
of cases, when assets have been disclaimed by a receiver, often the disclaimed assets are
the ones that are valuable, and -- and even in the case of Redwater, it’s my understanding
that it was -- it was the disclaimed assets that -- that actually had value and the ones that
weren’t disclaimed didn’t. So, the point is, making decisions at an early stage without
marketing the assets for sale fully, can we leave money on the table that would otherwise
be available? So, that’s what we’re talking about, is -- right now we’re talking about the
market, the way in which these will be marketed, and it’s going to be up to the receiver
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to -- to use its -- its expertise to do its duty to act in the best interests of all stakeholders
and sell the assets as -- market and sell them as appropriate. That is our -- our position
and --

THE COURT: I hadn’t thought either proposed wordings
would have interfered with that.

MS. NICHOLSON: You -- you would have thought?

THE COURT: I would not have thought either set of proposed
wordings would have impaired the receiver’s flexibility on how to market.

MS. NICHOLSON: No, neither -- neither would 1.

THE COURT: Okay.

MS. NICHOLSON: So -- so, if we’re just choosing between the
wording, you know our position. Thank you.

MS. GUROFSKY: And -- and 1 would just wish to clarify, the
receiver would be fine with the wording proposed by the Court. Obviously, that’s the
position we would want you to take.

THE COURT: All right.

MR. GROIA: Again, My Lord, but we had just the most
terrible cross-talk from another phone call and we have been struggling to hear both
yourself and my friends. Now, of course, it has gone away that I have started to speak
again. So --

THE COURT: Oh, dear.

MR. GROIA: In any event, I think we --

THE COURT: You should pay for --

MR. GROIA: -- got the --

THE COURT: You should pay for something other than a
party line, Mr. Groia.
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MR. GROIA: (NO AUDIBLE RESPONSE)

THE COURT: Sorry.

MR. GROIA: Every time that you or my friends speak, we
end up with this cross-talk, so could I ask if we would be allowed to hang up and we
could be called back and get a new line?

THE COURT: Absolutely.

MR. GROIA: Thank you. I will hang up now.

THE COURT: Okay. Thank you.

(UNREPORTABLE SOUND)

MR. GROIA: Hello.

THE COURT: Hello, Mr. Groia. How is this?

MR. GROIA: So far, it’s perfect. Thank you.

THE COURT: (UNREPORTABLE SOUND) Except you
sound very staccato-like on the SOS theme, but we will go with this and if you start
hearing other voices, let me know.

MR. GROIA: Thank you. I will do so.

THE COURT: Okay. Last word to you on this particular issue.

MR. GROIA: Well, again, My Lord, no doubt that really the
powers under the BI4 and what you are proposing is very powerful for the receiver to
have available as they look at what to do with -- and with the language you proposed,
they have the right to renounce and I am content to have that language as long as it’s
clear that the receiver does have that authority in its arsenal of options. And if you don’t
give them that (INDISCERNIBLE), I am very concerned that (INDISCERNIBLE)
maximize value (INDISCERNIBLE) it’s going to (INDISCERNIBLE).

THE COURT: All right. I am going to go with the classic
Canadian compromise. I am going to use 5(b) from the Eidsvik order in Quaitro, but
instead of the words, "may have," it will be the word "has": to exercise any powers it has
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1 under section 14.06 of the BIA - I consider that to be actually broader than the words I
2 used and I am pleased to know that the receiver will have that flexibility.

3

4 Further issues with the form of order?

S

6 MR. GROIA: Yes, Sir. I have one other and then I am going
7 to hand the telephone to Mr. Sischy.

8

9 THE COURT: Okay.
10
11 MR. GROIA: He is going to raise with you the scope of 3(g)
12 of the order and he is going to ask you to add to that the ability of Lexin to counterclaim
13 in this proceeding, as well as defend or settle this proceeding, and he is also going to
14 address you on other matters.
15

16 But I wanted to tell you that because it -- it was not clear to us whether the right to
17 counterclaim would be available after the making of this order, we went ahead this
18 morning and served our statement of defence and counterclaim, but -- but now we’re
19 (INDISCERNIBLE). So, notwithstanding that we are going to ask you to serve the
20 counterclaim (INDISCERNIBLE) file at this point. We both filed this morning. But |

21 wanted to advise you of that and unless you have any other questions, I can turn it over to
22 Mr. Sischy now.

23

24 THE COURT: Mr. Groia, I think I caught the -- the gist of

25 that. As a court of public record, though, I -- I am concerned that when a transcriber
26 wants to make a transcript out of this, what you just said will be summarized by the
27 single word "indiscernible."

28

29 MR. GROIA: I see.

30

31 THE COURT: And so if you -- if you want -- I don’t know,

32 we have got to solve the technology issue here because parties need to know what they’re
33 responding to and I need to hear both.

34

35 MR. GROIA: Well, I -- I wanted to be sure that I advised the
36 Court of the fact that we had already gone ahead and served that counterclaim this
37 morning.

38

39 THE COURT: Okay. And so this is a counterclaim to the

40 AER’s statement of claim?
41
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MR. GROIA: And -- and statement of defence, that’s correct,
Sir.

THE COURT: Yeah, defence in the counterclaim, okay. And
what amendment to 3(g) is sought in respect of that?

MR. GROIA: Simply adding the words at the end of 3(g),
where it says, "to defend or settle the action in which this order is made," we -- we say --
provided further: "Nothing in this order shall authorize the receiver to defend

counterclaims or settle the action in which this order is made, those remaining with the
debtor."

THE COURT: Let me make -- so, this is -- that was an
intentional silence while I was thinking. You’re wanting a carve-out, I take it, with respect
to Lexin being able to defend and claim back against the AER; is that --

MR. GROIA: That’s -- that’s correct, Sir.I mean, it’s
standard in these orders that we be allowed to defend and my concern is the opening
words could be interpreted to preclude us from prosecuting a counterclaim in this
proceeding because it’s not part of the carve-out that is already in this draft order.

THE COURT: And you’re -- you’re speaking in respect of this
particular court file number? I -- I have a sense that there are a bunch of others between
Lexin and the AER.

MR. GROIA: Well, Mr. Sischy was going to deal with that,
but why don’t I deal with it? You will see that this appears to give the receiver the right
with respect to judicial review matters, if you go to the sentence above the one we’re
looking at.

THE COURT: Right.
MR. GROIA: (as read)

This -- the authority hereby conveyed shall extend to such appeals
or applications for judicial review in respect of any order or
judgment pronounced in any such proceedings.

And yes, we are asking that we be allowed to continue on behalf of Lexin all of the
appeals that we have filed. There’s about a half a dozen AER appeals that are -- are
extant and there are now two matters in the nature of judicial review before Justice
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Tilleman returnable Wednesday, and we’re asking that we be given the right to continue
to prosecute those judicial review applications, as well as continue to prosecute the
regulatory appeals.

THE COURT: And tell me, I think I have a sense of the ones
going before Justice Tilleman because you provided me -- one of the parties provided me
with some of their submissions. What are the other regulatory appeals? So these are going
to the Alberta Court of Appeal, are they?

MR. GROIA: Well, some are -- some are -- there are some
open requests for appeal hearings at the AER with respect to some of the orders that have
been made.

THE COURT: Oh, oh, I see, okay.
MR. GROIA: And then, if --
THE COURT: Statutory appeals.

MR. GROIA: Yes. And then we’re also, you know, depending
on the answers back we get, we would want to exercise the right to take those to the
Court of Appeal.

THE COURT: And at whose expense is this going to occur?

MR. GROIA: Well, it’s obviously not going to be paid for by
Lexin, because I am not asking you to require the receiver to pay for it out of the estate. I
think we would reserve the right to put in a claim for any amounts, so either I'm going to
be doing it for free or I will have make other arrangements to be paid.

THE COURT: Okay. Any objection to those carve-outs?

MS. NICHOLSON: My Lord, we haven’t seen this counterclaim
and we -- the intention of the order is to stop all proceedings unless leave is granted. So,
we do -- we are aware of these appeals, so the regulatory appeals you have heard of; we
are aware of the judicial review matters that are before Mr. Justice Tilleman. And my
friend wants to now add to the list counterclaims we haven’t seen. They ought to apply
for leave so that that matter could be fully considered. You ask who is going to pay for
that. We heard that the receiver is not and the creditors and the stakeholders are not. But
who is going to pay in the event that Lexin is unsuccessful? And so we would be seeking
security for costs in relation to those proceedings continuing, the counterclaim
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proceedings, and I have not got instructions as to whether we would be seeking them in
respect of the judicial review proceedings that are scheduled to occur next week.

THE COURT: Can you say the last part again, Ms. Nicholson?

MS. NICHOLSON: I-- T haven’t gotten -- I haven’t received
instructions as to whether we will be seeking security for costs --

THE COURT: Okay.

MS. NICHOLSON: -- in respect of the judicial review matters that
are on the list for this week.

THE COURT: Are there any actions --
MS. NICHOLSON: And -- and --
THE COURT: -- that -- that the AER has commenced, other

than the one we’re dealing with now, against Lexin --

MS. NICHOLSON: The AER has --
THE COURT: -- 1n court?
MS. NICHOLSON: The AER has commenced the originating

application which formed the basis of the equipment order and the inspection directions,
the latter of which has been adjourned sine die, and that’s the first proceeding --

THE COURT: So, in your view, that would be stayed by my
order, or not?

MS. NICHOLSON: I think -- I think it is -- it is stayed --
THE COURT: Okay.
MS. NICHOLSON: -- by your order, that proceeding. That would

be our position.

And -- and then we have not -- we have commenced just this -- this action and other than
that, nothing. And so, definitely with respect to this counterclaim, we need to have the
Court hear -- hear the reason; we need to see it; we need to understand it; we might even,
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who knows? Um, well, I don’t want to say what the client would do with respect to that.

THE COURT: The client. Okay. Ms. Gurofsky.

MS. GUROFSKY: My Lord, when the receiver takes possession of

property causes of action fall within that category of property, and what the receiver does
is it looks at the claims and assesses whether these claims have merit, is it -- does it make
sense from a financial perspective to pursue these claims? If it does not, other creditors
get the opportunity to pursue them by virtue of section 38. There’s the opportunity for an
assignment of claims in the event the receiver decides it’s not appropriate or, you know, it
doesn’t have the ability to pursue the claim.
My concern here to allow this carve-out that’s being requested, is that when the receiver
takes possession of the record, as it -- as it will pursuant to the order, what type of
requests will be made of it to produce -- produce records, to use its time and efforts in
respect of the litigation, diverting its time and resources and attention to the action over
the administration of the estate, the marketing of the assets, the sales. So, that’s my
concern. I mean, whether there is a carve-out, from the AER’s perspective, I think that’s a
different issue. My concern is with respect to diversion of resources away from the
receiver, convoluting matters, and in my view, if these were actions on their merits, they
could be assigned under section 38.

THE COURT: Mr. Groia.

MR. GROIA: Well, My Lord, we already have a carve-out
proposed (INDISCERNIBLE), so --

THE COURT: I think we just lost you for a bit there, unless
you paused.

MR. GROIA: Sir, what’s happening is I'm getting the
Russians again.

THE COURT: (UNREPORTABLE SOUND)

MR. GROIA: Hopefully -- is that better? It’s very frustrating,
I’m sure (INDISCERNIBLE). I --

THE COURT: Yes. I think at both ends.

MR. GROIA: So, if you look at (g), Sir, we already have the
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authority to defend this lawsuit; and the receiver, to the extent that there’s a concern about
issues related to resources, it’s commonplace that the debtor is allowed to -- to defend the
claims and frankly, it is allowed to continue to resist the appointment of the receiver as
far as their defence, but (INDISCERNIBLE). If we’re allowed to defend, we could be
allowed to (INDISCERNIBLE) what (INDISCERNIBLE) that (INDISCERNIBLE).

THE COURT: Yes. 'm -- I'm sorry, I'm -- I’m just not
getting most of this. Mr. Dufault, can you shut off the mike at that podium? It seemed
when you turned that one on, it got more choppy?

THE COURT CLERK: Sure.

THE COURT: Let’s see if that -- can you just give me a
comment, "Testing 1,2,3," something, Mr. Groia?

MR. GROIA: One, two, three, something, Mr. Groia.

THE COURT: (UNREPORTABLE SOUND) Your clients
must love you. That’s just -- you’re just exactly what they ask for. Good. Go ahead. I
think that may assist. Let’s try it once more.

MR. GROIA: Fine. So, at the risk of repeating myself, let
me --

THE COURT: No, please do, because I don’t think I caught it.

MR. GROIA: Right. But when one goes to (g) and when one
looks at what’s proposed, we are given the right to defend this proceeding. It -- it is
commonplace in receivership orders that the debtor is allowed to continue to fight the
recetvership lawsuit, and all I’'m asking is that we be allowed as part of that fight to
counterclaim against the AER, and in my submission, it would be contrary to the rule of
law to say that a debtor can defend a claim but cannot assert counterclaim rights in the
very proceeding which gave rise to the (INDISCERNIBLE).

Secondly, the question of asset allocation and burdens of demands for documents, well,
that’s already going to be extant. It (INDISCERNIBLE) the case to go forward and we
can (INDISCERNIBLE) so that the receiver takes possession of all the documents as part
of our (INDISCERNIBLE).

THE COURT: Don’t take this the wrong way, but I think your
sound comes through clearly for about a minute to a minute and a half, and then it gets
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indecipherable.

MR. GROIA: Um --

THE COURT: So -- so, we could just go with the green light,
yellow light, red light and you get a minute and a half. (UNREPORTABLE SOUND) So,
I -- T got up to the point where you think the counterclaim, in fairness and pursuant to the
rule of law, should be included expressly with the right to defend the action that has
culminated in this order. What was after that, Mr. Groia?

MR. GROIA: In -- in -- in my submission, there will be no
extra burden on the receiver because the burden to defend (INDISCERNIBLE) the burden
for the counterclaim.

THE COURT: One of the concerns expressed by the AER is
that it may win and expect payment of costs and it may seek security for costs.

MR. GROIA: We can argue about that when they do so, Sir.

THE COURT: Well, we could say the same thing about, we
could argue about whether leave is granted once all parties have an opportunity to see
what leave would be given for. And I -- apart from your comments on the rule of law
resonating, it would be helpful for me to know the counterclaim is, call it within the
scope of the debt issues, as opposed to expanding the litigation, so doing indirectly what
can’t be done directly. I’'m not suggesting that’s what is afoot, but I think all parties ought
to have occasion to consider what is -- what leave would be given to.

MR. GROIA: Well, I -- T have nothing else on that point. And
in the -- in the 60 seconds on the judicial review point --

THE COURT: (UNREPORTABLE SOUND) Yes.

MR. GROIA: -- then my concern is that we be allowed to
continue to prosecute and (INDISCERNIBLE) the right to the client with respect to all of
these orders that have been made, some of which are foundational elements of this case,
and Justice Tilleman has an argument scheduled for Wednesday that we’re asking to be
allowed to make.

THE COURT: Ms. Nicholson? Ms. Gurofsky?

MS. NICHOLSON: If you look at (g), My Lord, this is about the
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rights of the receiver, so that it states at the end: (as read)

Nothing in this order shall authorize the receiver to defend or
settle the action in which this order was made unless otherwise
directed by the Court.

So, Mr. Groia is reading into that some right to defend and he may well have that right,
but that -- from that, he bootstraps into if he is allowed to defend, then he is allowed to
counterclaim. So, I just want to clarify that --

THE COURT: Right. And I have -- I have not bought into his
argument.

MS. NICHOLSON: Okay.

THE COURT: I think -- so, to be clear on that point, I think

it’s premature. I am not precluding him from having it included, either expressly or in the
form of a leave application, or some other way. So --

MS. NICHOLSON: That would be our submission --

THE COURT: So --

MS. NICHOLSON: -- that today --

THE COURT: But on the judicial review, what are AER’s
comments?

MS. NICHOLSON: The judicial -- well, it’s not just judicial review

as well. We should add that it is also a notice of constitutional question. That’s important
because, of course, it -- it -- he -- Mr. Groia asserts that the immunity clauses that are
contained i the AER legislation and otherwise are unconstitutional. So, he -- he -- he
needs to proceed with that in order to ground the counterclaim because our submission
would be that the counterclaim, apart from whether -- one of the arguments opposing
leave on a leave application that he might make would be that there’s -- there’s no right
to proceed with that as a -- as matter of law on account of the immunity clause, et cetera.

So, our position with respect to the matters which are before Mr. Justice Tilleman is that
they may -- they can -- we know what they are; they -- they can proceed on the basis that
we may seek security for costs in relation to those - how and why and when we will do
that, ’m not sure.
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THE COURT: Just so I wunderstand, you’re saying that
Wednesday/Thursday will proceed maybe with a preliminary application, but Lexin will
be there, as they always would have been and the AER will be there --

MS. NICHOLSON: Well --

THE COURT: -- as it always would have been.

MS. NICHOLSON: Well --

THE COURT: Have I got that --

MS. NICHOLSON: -- I mean, I think --

THE COURT: -- right?

MS. NICHOLSON: I guess the point is, the receiver needs to decide
what is happening, and so subject to the receiver’s views, we -- we wouldn’t oppose.

THE COURT: You wouldn’t oppose what?

MS. NICHOLSON: We wouldn’t oppose them continuing with --
with respect to -- subject to our right to -- we -- we say they’re stayed. We say they’re
stayed, so -- but whether you can make that determination today is -- is another issue as
well. So, he wants to proceed. We say they’re stayed.

THE COURT: Let me -- let me try and approach it this way so
I can understand the parties’ positions. If I make no change to the form of order beyond
what we have already talked about, what happens Wednesday in front of Justice
Tilleman?

MR. GROIA: They’re going to argue for a stay and we’re
going to not be allowed to proceed.

THE COURT: Ms. Gurofsky.

MS. GUROFSKY: Well, to clarify, under the Alberta Rules of
Court, the matter would be stayed. There’s an automatic stay. I don’t know whether the
matter next week is a matter that is --
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THE COURT: So, just what rule of court?

MS. GUROFSKY: There’s -- there’s a rule that says, where a
receiver is appointed in respect of one of the parties, there’s a -- there’s an automatic
stay. It’s not often enforced.

THE COURT: Of --

MS. GUROFSKY: Of --

THE COURT: -- whatever it is, it’s --

MS. GUROFSKY: Of any matters in front of Court of Queen’s
Bench.

THE COURT: Including a judicial review or a challenge to the

vires of legislation?

MS. GUROFSKY: I -- I don’t know that.
THE COURT: It’s everything?
MS. GUROFSKY: I don’t know the answer to that; I would have

to review the rule.

To the extent that there is a matter that is brought by Lexin, that’s a matter that vests with
the trustee, the trustee will review it and determine if it was appropriate to continue. In
the event it didn’t deem it appropriate to continue for whatever reason, the matter could
be assigned to a third party.

THE COURT: And you have here the debtor expressing strong
interest in continuing at its own expense.

MS. GUROFSKY: Yes.

THE COURT: There may be an issue about a costs award.

MS. GUROFSKY: Right.

THE COURT: Subject to that, is that a concern to the
receiver?
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MS. GUROFSKY: Again, it’s a concern to the receiver from the
perspective of resources available and otherwise --

THE COURT: I thought it would be a positive factor with
respect to resources of the receiver. It wouldn’t have to turn its mind at all to the --

MS. GUROFSKY: Well --

THE COURT: -- immediacy of Wednesday morning.

MS. GUROFSKY: Yes. Unless there were some issues with respect
to document requests and et cetera. But at that point --

THE COURT: I have got to think, if it’s a judicial review --

MS. GUROFSKY: -- to the extent that the receiver --

THE COURT: -- the record is in.

MR. GROIA: Yes, Sir.

MS. GUROFSKY: Okay.

THE COURT: I -- from the last comment, you may have
sensed that with respect to the judicial review, right now, I’'m more inclined that it
proceed, but I am -- I am hesitating because there is notice of constitutional question tied
to it. Can -- can somebody succinctly tell me what legislation is being challenged and
whether the applications are going to be heard or you’re just at the beginning of a process
of getting information out of the government?

MR. GROIA: So, the -- let me do that and then my friends
can respond. When we were served with the equipment order application before the Court,
in that proceeding we filed a counter-application saying that the AER was not properly
addressing health and safety concerns, that the Court should be required to make an order
requiring that to happen.

As a second piece of relief, we also asked that if the Court was satisfied that there were
health and concerns, and that if the Court was satisfied it could make an order in the
name of mandamus, then we were also going to consider asking the Court for an order
barring AER to abandon these. We were resisted. My friend took the position in front of
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1 Justice Tilleman the Court had no authority to even consider our application; and she also
2 took the position that we weren’t entitled to do it by way of counter-application. And so,
3 to deal with the concern procedurally, we prepared and filed an originating application
4 seeking the same relief and asking that the two applications be heard together, and so
5 Justice Tilleman, back on, I think, March 10th, ordered that my friend’s application, my
6 friend’s request to have our lawsuit dismissed on the basis that the Court of Queen’s
7 Bench has no jurisdiction to even consider it will be heard on the 22nd and 23rd. If
8 Justice Tilleman concludes that he can consider the application on the merits, then it will
9 be scheduled for material and we will go forward on the basis of material being filed so
10 we can get into the merits of that.

11

12 Because my friend also indicated to the Court that they intended to rely on the probative
13 law, which says you can’t sue the AER except for things done in bad faith, we filed a
14 notice of constitutional question saying that to the extent that that clause is intended to
15 operate to immunize the AER in matters of health and safety, it’s unconstitutional because
16 it violates a variety of different Charter rights and it violates the rule of law. That is
17 being used to support the argument that the clause doesn’t prevent these matters from
18 being considered and it’s being used to narrow it if it’s necessary to allow the Court to
19 have jurisdiction in an appropriate case to engage in various orders related to health and

20 safety.

21

22 And finally, if it helps my friend on behalf of the receiver, there is no need for any

23 assistance from the receiver, there is no need for any documents from the receiver, there

24 1s no need for the receiver to have any burden on its resources with respect to all of those

25 matters because the work has been done, the arguments have been briefed, the authorities

26 are in, and we’re --we’re preparing to argue them. So that other than if the receiver would

27 like to attend to watch the argument, there’s no need for them to have any other

28 involvement if you’re prepared to let it go ahead.

29

30 So, I think, My Lord, that would give you, as best I can, a thumbnail summary a little

31 longer than I expected.

32

33 MS. GUROFSKY: That satisfies the receiver.

34

35 THE COURT: Thank you.

36

37 MS. NICHOLSON: My Lord, I think --

38

39 THE COURT: Ms. Nicholson.

40

41 MS. NICHOLSON: -- I think Mr. Groia has more or less accurately
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explained the procedure here, except there is another originating application which was
brought, but what is important now is the substance of what he is asking. So, he -- he is
seeking in both of the originating application and the application an order in the nature of
mandamus, directing AER to take reasonable steps to remedy all health, safety and
environmental issues that may exist at the wells, facilities and pipelines, and -- and he
describe it this way, but it’s -- and an order directing the AER to issue abandonment
orders for the Lexin sites that have already been designated as orphans by the AER for
the purposes of suspension and have those sites transferred to the Orphan Well
Association.

So, we say these are stayed and the reason they ought to be stayed -- I’'m trying to be fair
to Mr. Groia, to be honest, I'm trying to be fair to him and he’s trying to advance his
client’s interests, but this, what it is that he is seeking arguably contravenes and is -- is
contrary to what the receivership order does. The receivership order allows the receiver to
market all the assets. Is -- is -- is he going to be allowed to proceed with an application
directing the AER to abandon these sites in the face of a receiver that is in charge of the
assets, so to speak? That seems rather problematic from the perspective of the receiver
and it seems rather problematic from the -- from the perspective of the estate.

And -- and whether or not the AER at this stage, where -- where we have a receiver
appointed, ought to be the subject of a mandamus application, you know, that -- that may
be -- that may be a bit more difficult, more challenging. But shouldn’t we have a --
shouldn’t we have a hearing with respect to this, whether these -- whether he ought to be
entitled to proceed in light of the nature of what is -- what is being sought in the face of
the receivership order? It -- it seems like we -- we haven’t got before you what you need
to -- to help you make the right decision about the status of Mr. Groia’s applications. We
have the receiver -- the -- the causes of action vesting in the receiver in effect; we have
the receiver not having had the opportunity to review this and determine what it wishes to
do; we have heard the receiver saying, We might open this up, conceivably to others, and
I don’t know, including the constitutional question, which attacks the privative clause and
the immunity clause of the legislation; and one would have thought we ought to bring
these issues before the Court to have them assessed and dealt with, and the -- and the
granting of the receivership order would affect the stay, but subject to an application to
lift the stay which might come before you promptly so that these matters could be dealt
with. How that would affect the two days that have been set aside for hearing the
mandamus application and -- and this -- the application within the equipment order matter
and the originating application that Mr. Groia has brought, I don’t know. The
constitutional question, Mr. Justice Tilleman did not agree to hear, so that was grafted on
to -~

41 THE COURT: What do you mean, he didn’t agree to hear it?
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MS. NICHOLSON: He -- he agreed to -- there’s an order with
respect to him hearing one application, the application brought within the equipment order
proceedings. Subsequent to him granting --

THE COURT: And that was --

MS. NICHOLSON: -- that order --

THE COURT: Which application was that?

MS. NICHOLSON: The application of Mr. Groia for mandamus --

THE COURT: For mandamus, okay.

MS. NICHOLSON: -- and the abandonment. We call that the
mandamus application and the abandonment application, which were brought in the same

proceeding as the equipment order matter. So, Mr. Justice Tilleman was aware of that and
he granted an order with respect to that particular application. Subsequent to him granting
that order --

THE COURT: There was a notice filed.

MS. NICHOLSON: -- there was -- there was an originating
application filed by Mr. Groia dealing with precisely the same grounds, and that’s seeking
mandamus, the mandamus application and the abandonment application. So, they’re
double-tracked: one is an application in the equipment order proceedings and -- which
we -- we say is not proper, and then there’s the originating application, which we say has
no evidence to support it because --

THE COURT: Okay.

MS. NICHOLSON: And so, this is not necessarily straightforward,
and -- and including -- and then Mr. Justice Tilleman knows nothing about the notice of
constitutional question, so that’s -- they just made it returnable and they’re --

THE COURT: So sort of the same way Mr. Nishimura did?

MS. NICHOLSON: Exactly like that.

THE COURT: He just kind of picked that morning and --
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1

2 MS. NICHOLSON: Picked that morning.

3

4 So, in our view --

5

6 THE COURT: I think Justice Tilleman likes surprises.

7

8 MS. GUROFSKY: (UNREPORTABLE SOUND)

9
10 MS. NICHOLSON: -- (UNREPORTABLE SOUND) -- what -- what
11 we should do, if you would be willing, is to -- to hear us on this question, grant the
12 normal order, hear the parties on these issues once the receiver has had an opportunity to
13 assess it and -- and come to your -- your office or come to a view about it.
14
15 MR. GROIA: But I -- I want to emphasize, My Lord, what’s

16 before Justice Tilleman this week is AER’s motion to quash. AER takes the position the
17 Court of Queen’s Bench has no authority to even look at our request (INDISCERNIBLE),
18 and that’s what he is going to hear argument about on Wednesday and Thursday, and if
19 we are able to satisfy him that the Court at least has the right to consider these matters,
20 AER does not have the ability to quash any attempt by anyone to seek relief. Of course,
21 then we get into matters related to the merits. That’s a schedule that’s longer. And -- and
22 of course Justice Tilleman will need to be told about the receivership and the effect of the
23 receivership on the request for the relief will perhaps need to be adjusted.

24

25 My -- my submission to you is that to say to Lexin, You -- you’re not even going to be
26 allowed to come to court and seek any kind of relief for any reason whatsoever against
27 the AER, no matter how (INDISCERNIBLE) you want to argue their conduct to be, that’s
28 a matter that, in my submission, is -- is of concern to all citizens who have a right to have
29 the courts adjudicate on their entitlement. That’s what the AER -- that’s why our
30 argument 1s framed in the rule of law term: there is no authority for any regulator to say

31 to a court, Butt out, you have no right to do anything, no matter what we
32 (INDISCERNIBLE), and that’s the argument they’re going to make in front of Justice
33 Tilleman on Wednesday and Thursday, and that’s the argument we’re going to respond to
34 - not about the merits; it has got nothing to do yet with the merits.

35

36 THE COURT: Thank you. Ms. Gurofsky, you were about to
37 stand earlier.

38

39 MS. GUROFSKY: Yeah. I would only add, My Lord, that to the

40 extent that any of the relief that is sought by my friend on the phone, to the extent that
41 relief impacts the actual assets that the receiver intends to market and sell impacts the
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1 value of those assets, that would be of great concern to the receiver.

2

3 THE COURT: All right. Okay. I am going to permit -- I don’t
4 know what words will accomplish this - we will have to deal with that next - but I am
5 going to permit Lexin at the expense of anyone other than Lexin to continue to respond to
6 the AER’s motion to quash this Court’s jurisdiction, but only that issue. In my view,
7 whether or not this Court has that authority will be helpful to the receiver in its further
8 considerations of whether to, and if so, how to proceed on this range of other legal
9 proceedings. So that participation on Wednesday -- well, maybe it should -- I was going
10 to say that it can also include a discussion before the Court, if the Court concludes it has
11 jurisdiction, a discussion before the Court of the process that would then ensue between
12 the parties in that litigation, but I think the receiver at that point should play a part, and
13 so I am just going to limit it to the substantive questions scheduled before the Court
14 commencing Wednesday morning on the AER’s motion to quash this Court’s -- you don’t
15 really quash this Court’s ability, but a determination of this Court’s jurisdiction to hear the
16 other -- hear and decide the other Lexin applications.

17

18 MR. GROIA: Thank you, Sir, I am obliged. What is your

19 decision about our ability to continue to resist the -- resist and prosecute the various
20 regulatory (INDISCERNIBLE)?

21

22 THE COURT: I -- I want more information actually. I want to
23 understand what they’re about and I do want the receiver’s input. The subtext through
24 submissions Wednesday and Friday playing in my brain was any ulterior purposes on the
25 part of the AER for its application, or more specifically it’s timing, and that plays into my
26 saying Wednesday should proceed, and it -- and it plays into my view that this Court
27 should look closely at the sorts of leave requests with that subtext in mind. The Court will
28 be looking for the requisite degree of independence of judgment from the receiver on
29 these points as we go forward.

30

31 MS. NICHOLSON: Thank you, My Lord. And maybe --

32

33 THE COURT: Okay.

34

35 MS. NICHOLSON: -- it would just help so that you know precisely,
36 it wasn’t an application to quash. It’s at tab U, exhibit U to --

37

38 THE COURT: Right. That’s the word 1 wrote down when
39 Mr. Groia was speaking --

40

41 MS. NICHOLSON: Okay.
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THE COURT:

44

-~ but I-- I take it, it’s a challenge to this

Court’s jurisdiction to hear and decide the applications advanced by Lexin.

MS. NICHOLSON:
THE COURT:
MS. NICHOLSON:
THE COURT:
MS. NICHOLSON:
THE COURT:
MS. NICHOLSON:
THE COURT:

MS. NICHOLSON:
don’t. And the --

THE COURT:
MS. NICHOLSON:

THE COURT:
be heard by Justice Tilleman?

MS. NICHOLSON:
THE COURT:
MS. NICHOLSON:
THE COURT:

MS. NICHOLSON:

Yes, and it’s Lexin’s application.

Yes. Well --

That’s my point.

-- | thought it was the AER’s --

No, that’s my point.

-- statement that this Court has no jurisdiction.
It’s -- it’s their application and we are -- and --
Your position in the application --

-- our position in the application is that they

Right. And that’s --
-~ this 1s brought --

That’s the piece that I understand is expected to

Yes. He --

Okay.

This is what his order says --
Oh, good.

-- that 1t is about the jurisdiction to hear

Lexin’s application. So, his order was Lexin’s application is adjourned to March 22nd and

23rd when the issue before the Court --
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THE COURT:

MS. NICHOLSON:

jurisdiction to hear Lexin’s application.

THE COURT:
MS. NICHOLSON:
THE COURT:
MS. NICHOLSON:
THE COURT:
MS. NICHOLSON:
THE COURT:
MS. NICHOLSON:
THE COURT:
MS. NICHOLSON:
THE COURT:
MS. NICHOLSON:

THE COURT:
applications --

MS. NICHOLSON:

THE COURT:

45

Okay.

-- to be argued at that time is the Court’s

Okay. I might --
Hopefully, that helps.

I might have indicated it was AER’s, I --
Yeah. So --

-- take it, but it’s --

-- does that help you?
It does.

Okay.

It doesn’t change my --
No.

-- conclusion.

Yes.

Yes. It’s the AER’s position in Lexin’s

Yes.

-- that this Court hasn’t the jurisdiction to hear

them. That’s fine. And that’s the one piece that I think there will be economic efficiency
and -- and an efficiency of judicial resources if there has been some time spent on it
already, get that little piece done. It will be significant in whether further proceedings are
open to the receiver in the shoes of Lexin to pursue or not. And Lexin is at liberty to seek
leave to have those either carved out or assigned, as it may choose.
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All right. Any other issues with respect to the wording of the template order?
MR. GROIA: Now --

THE COURT: So, that -- that ruling will have to get some
thoughtful wording crafted around it.

MR. GROIA: Yes. And (INDISCERNIBLE) sections, besides
3(g), I -- I regret very much I have stolen more of it (INDISCERNIBLE).

THE COURT: (UNREPORTABLE SOUND)

MR. SISCHY: Good  morning, My Lord. With that
introduction, I will point to 3(p), for Peter, which is a provision that has been added in the
AER’s proposed order that does not show up in the model order with respect to
assignment of the debtor into bankruptcy, and in our submission, an assignment into
bankruptcy -- bankruptcy is a significant material event that should be brought back
before the Court if the receiver decides to take that step; it shouldn’t be preauthorized in
this order.

THE COURT: Okay. Ms. Gurofsky, any issue with that?

MS. GUROFSKY: No, My Lord. In fact, I think there was -- this
language in (p) was taken from other orders, but there seems to be two competing
provisions, and one is that the receiver must bring an application, or the receiver is at
liberty to bring an application. In my view, it’s another step, it’s -- it’s a cost that is --
prejudices the estate to some degree.

THE COURT: Those are all true, but I am -- I am inclined to
that --

MS. GUROFSKY: Yeah.

THE COURT: -- change.

MS. GUROFSKY: Okay.

THE COURT: It can be something like at the beginning, "with

leave of the Court," or however the parties want to do it, but I am inclined to that
proposal.



47

1
2 MS. GUROFSKY: I have some language that I can provide my
3 friends from another order.
4
5 THE COURT: Okay. Thank you. Anything further?
6
7 MR. SISCHY: Yes. So, paragraph 5 of the AER’s proposed
8 order deals with a process for the return of equipment. This is being dealt with in Justice
9 Tilleman’s order and in the AER’s equipment application. So, in my submission, this
10 paragraph 5 should be deleted from the receivership order and be dealt with as it is in
11 Justice Tilleman’s order in the other proceeding.
12
13 And My Lord, I can tell you I just have one more kind of typographical type comment on
14 paragraph 7, that I think my friend Ms. Nicholson might have dealt with earlier but we
15 were having difficulty hearing, and that’s simply that paragraph 7 of the proposed
16 recetvership application includes paragraph references that I think are inaccurate because
17 the AER has added in some paragraphs.
18
19 THE COURT: Yes. It was mentioned by Ms. Nicholson and so
20 we have that. Thank you, Mr. Sischy.
21
22 MR. SISCHY: Okay. Those are the extent of my submissions.
23
24 THE COURT: Thank you, sir. Ms. Gurofsky.
25
26 MS. GUROFSKY: Yeah. I -- I have concerns with the proposal to

27 remove paragraph 5. The receiver is aware of the equipment order, but to the extent that
28 there’s any -- let me just take a step back. Putting aside the -- the safety issues that the
29 equipment order is intended to capture, now that the receiver is involved, to the extent
30 that there is any equity in the equipment, to the extent that those parties have valid
31 security interests, or PIMSIs, or ownership interest in the equipment, I think it lies to the
32 receiver to determine that issue, having, by virtue of this order being in possession of -- of
33 the equipment.

34

35 THE COURT: Can you say the last part again? By virtue of
36 the receiver being in possession?

37

38 MS. GUROFSKY: Well, potentially, of some of the equipment. I

39 mean, if there’s equipment associated with the site, it’s not in possession of it. But if there
40 is a truck or -- you now, at the site, something that’s not -- does not form part of the site,
41 I think 1t lies to the receiver to determine whether there is any equity in that equipment.
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And I think my friend Ms. Nicholson would like to add language at the end of the fourth
line of that paragraph, where it says: (as read)

Removal of equipment from any sites and capital -- abandoned
capital sites.

Just to make sure it -- it covers, I think, the equipment order and -- and tracks the
definition.

THE COURT: I have no problem with Ms. Nicholson’s
addition if 5 stays in.

Mr. Sischy -- sorry, Ms. Nicholson, go ahead.

MS. NICHOLSON: My Lord, this is fundamental to the receiver’s
job. The whole point of -- of this paragraph 5 is so that the AER can -- can speak to the
issue of safety in terms of removal of the equipment, but that it -- it is for the receiver,
who stands in -- in the place and that the -- for the stakeholders to assess the respective
rights of the parties.

THE COURT: What would be the effect on the equipment
order or other judicial pronouncements?

MS. NICHOLSON: Other judicial pronouncements?

THE COURT: I say that only because I don’t know if --

MS. NICHOLSON: So -- |

THE COURT: -- that’s the only one affected.

MS. NICHOLSON: So, right now, the equipment order is granted. It
1s extant --

THE COURT: Okay.

MS. NICHOLSON: -- and I mean, this says that if anyone who

received that equipment order, wants to make claims, and makes a request, deals firstly
through the AER and then thereafter AER brings it to the attention of the receiver. And
the AER says, you know, Here’s the safety concerns, receiver, in terms of removing the
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equipment. And the receiver says, Okay, I’'m going to look at the claims here of
Mr. Nishimura and his client, and assess whether those are valid, and if so, I’'m going to
allow -- allow them to take off the equipment, but if they’re not, we’re going to tell -- he
is going to tell them to come to court and make a court application. And that is the very
function of a receiver. If -- if it’s not the case and it’s this -- paragraph 5 brings together,
coordinates, the order that was granted in the originating application equipment
proceedings and the receivership order, and brings them together so that it works in a way
that all interests are taken care of - the safety side is looked after from the AER’s
perspective, and the claims and the -- the validity and priority, and the treatment of the
request for equipment removal - are handled by somebody not the AER, handled by your
court’s officer, who is going to fairly deal with those however it does.

THE COURT: Okay. Mr. Sischy.

MR. SISCHY: So, I would just point out that Justice

Tilleman’s order provides for a way to deal with requests to remove equipment and
specifically it says that people or entities that want to remove equipment are prohibited
from doing so without the written prior approval of the AER or without order by the
Court. So, 1 guess my -- my point is, My Lord, that paragraph 5 seems to affect the
operation of another outstanding order.

THE COURT: Right.

MR. SISCHY: So, that -- that’s the point that I -- that I want

to raise with you.

THE COURT: v Okay. Thank you.

Well, I am satisfied that it is appropriate to remain, it will have the added wording as
requested by the AER, and that it clarifies the process that should now follow, given the
addition of the receiver into the equation.

Any other proposed changes from any party?

(NO AUDIBLE RESPONSE)

THE COURT: Ms. Nicholson, subject to acceptable wording

included in (g) as required in respect of the Wednesday proceedings, I will grant the
application as indicated in this record. When do you think you may be able to have that?

41 MS. NICHOLSON: Today, we will, subject to Mr. Groia’s
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availability to review the form of order and approve of it.

THE COURT: Right.

MR. SISCHY: I’'m sorry, My Lord, were you going to make a
change to 3(p) as well, or did I miss that?

THE COURT: Yes, that was done. I thought it was just some
prefacing words like "with leave of the Court."

MR. SISCHY: Okay, thank you.

THE COURT: Yes.

MS. NICHOLSON: Mr. Sischy, are you available to review the
form of order we will provide you forthwith today?

MR. SISCHY: Yes.

MS. NICHOLSON: And Mr. Groia, okay. Our intention would be to
turn this over right -- right away and get it to Your Lordship with the signed approval of
my friends.

THE COURT: Thank you. And just so it’s clear, I'm sure this
1s known, but the order is effective as of now on my pronouncing it; it doesn’t have to
wait for the signed copy.

MS. GUROFSKY: Yes.

MS. NICHOLSON: Thank you.

THE COURT: Some of the items are urgent, so . . .

MS. NICHOLSON: Thank you, My Lord.

THE COURT: Thank you. Court is adjourned.

THE COURT CLERK: Order in chambers.
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RESPONDENT LEXIN RESOURCES LTD.
DOCUMENT DOCUMENT PROTOCOL ORDER

ADDRESS FOR SERVICE AND  Robyn Gurofsky

Borden Ladner Gervais LLP
CONTACT INFORMATION OF 1900, 520 39 Ave. S.W.
Calgary, AB T2P 0R3
Telephone: (403) 232-9774

Email: rgurofsky@blg.com

'File No. 547730-000021

PARTY FILING THIS

DATE ON WHICH ORDER WAS PRONOUNCED: April 4, 2017

LOCATION WHERE ORDER WAS PRONOUNCED: Calgary, Alberta

NAME OF JUSTICE WHO MADE THIS ORDER: The Honourable Justice A.D. Macleod

UPON THE APPLICATION of Grant Thornton Limited in its sole capacity as receiver of Lexin
Resources Ltd. and not in its personal capacity (the “Receiver””); AND UPON having read the First
Report of the Receiver dated March 30, 2017; AND UPON having heard the submissions of Counsel for

the Receiver and any other counsel in attendance at this Application;
IT IS HEREBY ORDERED THAT:

1. Service of notice of this Application is deemed good and sufficient and this Application is
properly returnable today. ’

2. The Protocol for the Review of Records by the Receiver and Disclosure to the Orphan Well
Association, substantially in the form attached hereto as Schedule “A” is hereby approved.

3. The Protocol for the Review of Records seized by the Alberta Energy Regulator, substantially in
the form attached hereto as Schedule “B” is hereby approved.



4 Service of this order shall be deemed good and sufficient by service on the Service List (as found
at Schedule “A” to the Application) and by posting this order on the website maintained by the
Receiver in respect of the Lexin Resources Ltd. receivership proceedings.

Justice of the Court of Queen’s Bench of Alberta



SCHEDULE “A”



Protocol for the Review of Records by the Court- Appointed Receiver of Lexin Resources
Ltd. and the Urgent Disclosure of Records of Lexin Resources Ltd. to the
Orphan Well Association

The following protocol (the "Protocol") outlines the manner in which Grant Thornton Limited,
in its sole capacity as the Court-Appointed Receiver (the "Receiver") of Lexin Resources Ltd.
("Lexin") and not in its personal capacity, will review the records of Lexin Resources Ltd. and
how the Orphan Well Association (the "OWA") will receive records on an urgent basis from the
Receiver.

The Protocol applies to all Lexin records including those records as defined in the "Direction
Regarding Inspection of Lexin Resources Ltd. (Lexin) Records and Licensed Sites" issued by the
Alberta Energy Regulator (the "AER") on February 14, 2017 (the "Lexin Records"). Certain of
the Lexin Records are required by the OWA for the urgent purpose of assisting the OWA in
completing its mandate as delegated by the AER including responding in the event of an
emergency and in relation to the designation of several Lexin properties as orphans for the
purposes of suspension in accordance with s. 70(2)(a) of the Oil and Gas Conservation Act, RSA
2000, ¢ O-6. ’

Any reference to “days” in this Protocol shall be “business days”.

1. The Receiver has authority to take possession of all of the Lexin Records pursuant to the
terms of the Receivership Order dated March 20, 2017.

2. Apart from the Lexin Emergency Records (as defined below), which are required on an
urgent basis, the OWA may from time to time request Lexin Records from the Receiver
as required, which request or requests shall be subject to the protocol set out herein.

3. Any interested party may apply to Court for advice and direction with respect to any step
or procedure outlined in this Protocol.

Paper Records

4, Upon taking possession of hard copies of the Lexin Records (the “Paper Records”), but
prior to review of same, the Receiver shall provide to counsel for Lexin, Groia &
Company Professional Corporation (“Groia & Company”), a general index of the Paper
Records on a continuous basis as those records are collected and catalogued. Such index
may be limited to, depending upon the circumstances, a label on the box of documents if
that is sufficient for identifying its contents. To the extent that a document is
immediately identifiable on its face as a Lexin Emergency Record (as defined below), the
Receiver may release same immediately to the OWA with a concurrent notification to
Groia & Company that it has been released.

5. Upon receipt of the general index or indexes as the case may be, Groia & Company shall
immediately (and in any case, within two (2) days), identify those documents or boxes of
documents that it will not be reviewing for privilege (the “Non-Privileged Records”),
and those documents or boxes of documents which may be “potentially privileged” and
subject to review by Groia & Company (the “Reviewable Paper Records™). The Non-



10.

11.

12.

Privileged Records shall be immediately reviewable by the Receiver. Lexin and Groia &
Company acknowledge and agree that the Lexin Emergency Records (as defined below)
shall form part of the Non-Privileged Records and shall not be subject to any privilege
claim asserted by Lexin or Groia & Company.

Failure to provide the Receiver with the list of Non-Privileged Records and Reviewable
Paper Records within two (2) days of receipt of the general index or indexes will result in
Lexin waiving privilege claims to any of the Paper Records.

Groia & Company will take immediate steps to review the Reviewable Paper Records,
such review to be completed within two (2) days of identifying the records as Reviewable .
Paper Records. Failure to review the Reviewable Paper Records within two (2) days will
result in Lexin waiving privilege claims to any of the Reviewable Paper Records. If any
of the Lexin Emergency Records (as defined below) are inadvertently included within the
Reviewable Paper Records, Groia & Company will immediately advise the Receiver
upon discovery and return such record(s) to the Receiver, and the Receiver may then
immediately provide access to such record(s) to the OWA in accordance with paragraph
26 of this Protocol.

Upon the completion of the review contemplated in paragraph 7, above, any Reviewable
Paper Records which Groia & Company identifies as subject to solicitor/client privilege
will be placed in a sealed envelope and will not be reviewed by the' Receiver or the
OWA.

Within two (2) days of reviewing the Reviewable Paper Records, Groia & Company will
provide a list of the Reviewable Paper Records marked privileged. Such list shall include
a general description of each Reviewable Paper Record so marked, as well as the nature
of the privilege claimed.

The Receiver may determine whether it wishes to advance any process to challenge the
claim of privilege on the Reviewable Paper Records or otherwise marked as privileged
and sealed.

Those Reviewable Paper Records that were claimed as privileged will remain secured by
the Receiver and will not be released for review to the Receiver or to the OWA until
Lexin agrees or a Court order authorizes such release.

The Receiver shall maintain a listing of any Paper Records which are provided to the
OWA.

Electronic Records

13.

An IT firm will be identified by the Receiver to safely extract the data (the “Electronic
Records™) from any servers or other electronic database and establish a new database.
The IT consultant shall be appointed as the database management specialist, or if the IT
consultant is unable to provide such service, the Receiver shall appoint an independent
database management specialist (“DMS”) to manage the database.



14.

I5.

16.

17.

18.

19.

Immediately upon receiving a request from the Receiver (and no later than one (1) day
from receiving such request), Groia & Company will provide the DMS with a
confidential list of search terms identifying features (law firm domain names, law firm e-
mail addresses, law firm and lawyer names, issues on which legal advice was likely
sought/received, etc.) that would indicate Electronic Records which might be subject to
solicitor/client privilege (“Reviewable Electronic Records™).

The DMS will create a folder of the Reviewable Electronic Records that are recovered
based on the search terms provided by Groia & Company, which folder shall be marked
“potentially privileged”,

The Electronic Records that are not identified as “potentially privileged” will be made
immediately available to the Receiver and Groia & Company. Groia & Company may,
upon review of the Electronic Records not marked “potentially privileged”, determine
that some of the Electronic Records are privileged, in which case it shall immediately
advise the Receiver of the privilege claim. Lexin and Groia & Company hereby
acknowledge and agree that that the Lexin Emergency Records (as defined below) shall
not form part of the Reviewable Electronic Records nor shall they be subject to any
privilege claim asserted by Lexin or Groia & Company. In the event of receiving
notification that certain of the Electronic Records not marked “potentially privileged” are
subject to a privilege claim, the Receiver shall immediately destroy all copies of the
documents at issue in its possession in electronic or hard form, the original Electronic
Records being maintained by the DMS. The documents at issue shall then be marked as
privileged and treated as such by all parties and described by Groia & Company pursuant
to paragraph 19. Such privilege claims shall remain subject to challenge pursuant to
paragraph 20 of this Protocol.

The DMS will provide Lexin’s counsel with an electronic collection of the Reviewable
Electronic Records and Groia & Company, within five (5) days of receipt of such
electronic collection, will conduct a review of the Reviewable Electronic Records to
determine whether they are subject to privilege and will mark any of those records
determined to be privileged as “privileged” (the “Privileged Electronic Records”). If
any of the Lexin Emergency Records (as defined below) are inadvertently included
within the Reviewable Electronic Records, Groia & Company will immediately advise
the DMS upon discovery of such record(s), the DMS may then immediately provide such
record(s) to the Receiver and the Receiver shall be at liberty to provide a copy of such
record(s) to the OWA in accordance with paragraph 28 of this Protocol.

The DMS will immediately provide the Reviewable Electronic Records that were
determined not to be privileged to the Receiver.

The DMS will advise the Receiver of the number of Privileged Electronic Records and
within two (2) days of having marked the Privileged Electronic Records as privileged,
Groia & Company shall provide a general description of each of the Privileged Electronic
Records as well as the nature of the privilege claimed.



20.

21

22

23.

The Receiver may determine whether any further process is necessary to challenge the
claim of privilege on those Privileged Electronic Records.

Those Privileged Electronic Records will remain secured by the Receiver and not be
released for review to the Receiver or to the OWA until Lexin agrees or a Court order

directs such release. i

The Receiver shall maintain a listing of any Electronic Records which are provided to the
OWA.

Nothing that Lexin or its counsel does in compliance with this Protocol shall constitute a
waiver of privilege, and Lexin continues to have the right to assert a privilege claim over
any document that is in or comes into the possession of the OWA or the Receiver, save
and except for the Lexin Emergency Records which Lexin and Groia & Company
acknowledge are not subject to privilege.

Emergency Records

24,

Upon taking possession of the Lexin Records, the OWA requests that the Receiver
identify the following on an urgent basis from among the Lexin Records:

a. Emergency Response Plans for each field and well licensed by Lexin;
b. Well files and data in respect of each well licensed by Lexin, including:

i.  Emergency Planning Zone ("EPZ") calculations, Shut-In Casing Pressure
("SICP"), Absolute Open Flow ("AOF"), and gas analyses;

ii.  Downhole configurations;
iii.  Recent workover information;
iv.  Completion information;
v.  Cement tops;
vi.  Well logs;
vii.  Monitoring data-sensors;
viii.  Vendor information for workovers/maintenance; and

ix.  Electronic well information and data from software programs including
CS Explorer and Peleton WellView;

c. Surface files in respect of each well licensed by Lexin;

d. Facility files and data in respect of each facility licensed by Lexin, including:



25.

26.

27.

28.

i.  Equipment lists; and
ii.  Process flow diagrams (connections);
e. Pipeline files and data in respect of each pipeline licensed by Lexin, including:
i.  Plats, maps, information, and ratings;
ii.  Cathodic protection information; and
ili.  Maintenance reco'rds and information;
f. Environmental data in respect of all assets licensed by Lexin; and
g. Landowner data in respect of all assets licensed by Lexin, including:

i.  Landowner contact information, names, phone numbers, addresses, list of
concerns; and

ii.  Surface lease information;
(collectively, the "Lexin Emergency Records").

Lexin hereby acknowledges that the Lexin Emergency Records are not subject to any
privilege claim asserted by Lexin or Groia & Company. Neither Lexin nor Groia &
Company shall label or identify any of the Lexin Emergency Records as privileged, such
records being immediately releasable to the Receiver and the OWA.

To the extent that any of the Lexin Emergency Records are identified by the Receiver in
hard copy, the OWA requests that the Receiver provide the OWA with access to such
records on an urgent basis, including for the purposes of making copies. The Receiver
shall maintain a listing of all of the Lexin Emergency Records which are provided to the
OWA,

In respect of any Lexin Emergency Records which are not identified by the Receiver in
hard copy, the OWA may provide to the Receiver a list of search terms to assist in
locating such records in electronic format from among the Lexin Records. To the extent
that the Lexin Emergency Records are identified on their face based on the search terms
provided, such Lexin Emergency Records shall be immediately releasable to the OWA,
with concurrent notification to Groia & Company of such release.

To the extent that any of the Lexin Emergency Records are identified by the Receiver in
electronic format, the OWA requests that the Receiver provide an electronic copy of such
record(s) to the OWA on an immediate and urgent basis. The Receiver shall maintain a
listing of all of the Lexin Emergency Records in electronic format which are provided to
the OWA,



SCHEDULE “B”



PROTOCOL FOR THE DISCLOSURE OF RECORDS SEIZED BY
THE ALBERTA ENERGY REGULATOR

The following protocol (the “Protocol”) outlines how Grant Thornton Limited in its capacity as
court appointed receiver (the “Receiver”) of Lexin Resources Ltd. (“Lexin”) and not in its
personal capacity, will receive records of Lexin (“Records™) seized by the Alberta Energy
Regulator (the “AER™).

Any reference to “days™ in this Protocol shall be “business days”.

Paper Records

1. An AER investigator will attend at the Receiver’s office and under the supervision of the
investigator and the Receiver, will provide Lexin’s counsel with an opportunity to review the
paper records (the “Paper Records”™) that have been seized.

2. Lexin’s counsel shall have five (5) days within receiving the request from the Receiver to
attend at the Receiver’s office at a time agreed upon by the Receiver, and review the Paper
Records as contemplated in paragraph 1, above. Failure to attend at the Receiver’s office at a
time agreed upon by the Receiver within five (5) days of such request will result in Lexin
waiving privilege claims to any of the Paper Records.

3. Any Paper Records which Lexin’s counsel identifies as subject to solicitor/client
privilege will be placed in a sealed envelope and will not be reviewed by the AER or the
Receiver.

4. Within two (2) days of reviewing the Paper Records, Lexin’s counsel will provide a list
of the Paper Records marked privileged. Such list shall include a general description of each
Paper Record so marked, as well as the nature of the privilege claimed.

S. The AER will take the balance of the Paper Records and have them copied, and provide a
copy to the Receiver and counsel for Lexin.

6. The Receiver and the AER may each determine whether they wish to advance any
process to challenge the claim of privilege on the Paper Records marked as privileged and
sealed.

7. Those Paper Records that were claimed as privileged will remain secured by the AER
and will not be released to the Receiver or to the AER for its investigation until Lexin agrees or a
Court order authorizes such release.

Electronic Records

8. AnIT firm will be identified by the AER and the Receiver to safely extract the data (the
“Electronic Records”) from the servers under the oversight of the AER investigators and



establish a database. The IT consultant shall be appointed as the database management
specialist, or if the IT consultant is unable to provide such service, the Receiver, in consultation
with the AER, shall appoint an independent database management specialist (“DMS”) to manage
the database.

9. Within five (5) days of receiving a request, Lexin’s counsel will provide the DMS with a
confidential list of search terms identifying features (domain names, e-mail addresses, law firm
and lawyer names, issues on which legal advice was likely sought/received, etc.) that would
indicate Electronic Records which might be subject to solicitor/client privilege.

10. The DMS will load the full set of files and will not allow the Receiver or the AER access
to the full database (original database).

1. The DMS will create a folder of the Electronic Records that are recovered based on the
search terms provided by Lexin’s legal counsel, which folder shall be marked “potentially
privileged”.

12.  The Electronic Records that are not identified as “potentially privileged” will be made
available to the Receiver, AER and Lexin’s counsel. Lexin’s counsel may, upon review of the
Electronic Records not marked “potentially privileged”, determine that some of the Electronic
Records are privileged, in which case it shall immediately advise the Receiver and the AER of
the privilege claim. In the event of such notification, the AER and the Receiver shall
immediately destroy all copies of the documents at issue in their possession in electronic or hard
form with no impact on the investigation proceedings initiated by the AER. The original
Electronic Records shall be maintained by the DMS, The documents at issue shall then be
marked as privileged and treated as such by all parties and described by Lexin’s counsel pursuant
to paragraph 15. Such privilege claims shall remain subject to challenge pursuant to paragraph
16 of this Protocol.

13, The DMS will provide Lexin’s counsel with an electronic collection of the records
identified through the screening process as “potentially privileged” and Lexin’s counsel, within
five (5) days of receipt of such electronic collection, will conduct a review of the “potentially
privileged” Electronic Records to determine whether they are subject to privilege and will mark
any of those “potentially privileged” Electronic Records determined to be privileged as
“privileged”.

14.  The DMS will provide the “potentially privileged” subset of Electronic Records that were
determined not to be privileged to the Receiver and AER.

15, The DMS will advise the Receiver and the AER of the number of Electronic Records that
Lexin is claiming as privileged and within two (2) days of having marked the Electronic Records
as privileged, Lexin’s counsel shall provide a general description of each of the Electronic
Records marked privileged as well as the nature of the privilege claimed.



16. The Receiver and AER may each determine whether any further process is necessary to
challenge the claim of privilege on those remaining documents.

17.  Those Electronic Records that were claimed as privileged will remain secured by the
AER and not be released to the Receiver or to the AER for its investigation until Lexin agrees or

a Court order directs such release.

18.  Nothing that Lexin or its counsel does in compliance with this Protocol shall constitute a
waiver of privilege, and Lexin continues to have the right to assert a privilege claim over any
document that is in or comes into the possession of the Receiver or the AER.
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Robyn Gurofsky Borden Ladner Gervéis LLP

T (403) 232-9774 Centennial Place, East Tower
" 1900, 520 - 3rd Ave SW

F (403) 266-1395 Calgary, AB, Canada T2P OR3

Rgurofsky@blg.com
hpriepree Borden Ladner Gervais

blg.com

File No. 547730.21
April 7, 2017

Delivered by Email (briones@groiaco.com)

Groia & Company Professional Corporation
365 Bay Street, Suite 1100
Toronto, ON MSH 2V1

Attention: Bonnie Roberts Jones
Dear Madam:

Re: In the Matter of the Receivership of Lexin Resources Ltd.
Protocol for the Disclosure of Records Seized by the Alberta Energy Regulator

All capitalized terms not defined herein shall have the meaning ascribed in the Protocol for the
Disclosure of Records Seized by the Alberta Energy Regulator, approved by the Court of Queen’s
Bench of Alberta on April 4, 2017.

Please accept this correspondence as a formal request under paragraph 2 of the Protocol for
Lexin’s counsel to attend at the Receiver’s office to review the Paper Records for the purposes of
conducting the privilege review. Please contact Andrew Basi of Grant Thornton Limited at (403)
296-2992 to schedule the meeting with the Receiver and the AER investigator in accordance with
the terms of the Protocol.

Sincerely,

dia and Company) — via Email
Andrew Bas aft Thornton Limited) — via Email
Keely Camerofi {Alberta Energy Regulator) — via Email

Lawyers | Patent & Trademark Agents Borden Ladner Gervals LLP is an Onlario Limited Liability Partnership
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Tatsiana Okun

From: Gurofsky, Robyn <RGurofsky@blg.com>

Sent: April-10-17 11:59 AM

To: Tatsiana Okun; Basi

Cc: Kim, Stella; Lastockin, Rhonda; Cameron, Jessica; brjones; KEELY
Subject: RE: In the Matter of the Receivership of Lexin Resources Ltd.

Yes, thank you Tatsiana.

From: Tatsiana Okun [mailto:TOkun@groiaco.com]

Sent: April-10-17 9:34 AM

To: Gurofsky, Robyn <RGurofsky@blg.com>; Basi <Andrew.Basi@ca.gt.com>

Cc: Kim, Stella <SKim@blg.com>; Lastockin, Rhonda <RLastockin@blg.com>; Cameron, Jessica <jcameron@blg.com>;
brjones <brjones@groiaco.com>; KEELY <keely.cameron@aer.ca>

Subject: Re: In the Matter of the Receivership of Lexin Resources Ltd.

Thank you, Robyn.
| will arriving around 9am on Wednesday. Should | head directly to the Receiver's office, on the 9th floor?

Best regards,

Tatsiana Okun

Groia & Company
Professional Corporation
Wildeboer Dellelce Place
365 Bay Street, 11" Floor
Toronto, Ontario M5H 2V1

Tel: 416-203-4489
Fax: 416-203-9231
e-mail: tokun@groiaco.com

From: "Gurofsky, Robyn" <RGurofsky@big.com>

To: Tatsiana Okun <TOkun@groiaco.com>

Cc: "Kim, Stella" <SKim@blg.com>, "Lastockin, Rhonda" <RLastockin@blg.com>, "Cameron, Jessica"
<jcameron@blg.com>, brjones <brjones@groiaco.com>, Basi <Andrew.Basi@ca.gt.com>, KEELY
<keely.cameron@aer.ca>

Date: Sun, 9 Apr 2017 15:24:17 +0000

Subject: Re: In the Matter of the Receivership of Lexin Resources Ltd.

Tatsiana, that works for the Receiver, and I'm told the AER as well.
Thank you,

Robyn Gurofsky

Borden Ladner Gervais LLP

(w): 403-232-9774
(c): 403-619-6481



On Apr 9, 2017, at 7:48 AM, Tatsiana Okun <TOkun@groiaco.com> wrote:

Robyn,
| can attend in the morning of Wednesday, April 12 if that works for everyone else.

Are you able to check and confirm the receiver's and the investigator's availability please? | will be
booking my trip tomorrow morning.

Thank you,

Tatsiana Okun

Groia & Company
Professional Corporation
Wildeboer Dellelce Place
365 Bay Street, 11" Floor
Toronto, Ontario M5H 2V1

Tel: 416-203-4489
Fax: 416-203-9231
e-mail: tokun@groiaco.com

From: Tatsiana Okun <tckun@groiaco.com>

To: Kim <§Kim@blg.com>, Gurofsky <RGurofsky@blg.com>

Cc: Lastockin <RLastockin@blg.com>, Cameron <jcameron@blg.com>, brjones
<briones@groiaco.com>, Basi <Andrew.Basi@ca.gt.com>, KEELY <keely.cameron@aer.ca>
Date: Fri, 07 Apr 2017 17:10:56 -0400

Subject: RE: In the Matter of the Receivership of Lexin Resources Ltd.

Thank you Robyn,

We will get back to you shortly.

Regards,

Tatsiana Okun

Groia & Company

Professional Corporation Lawyers

B 416-203-4489

Email: tokun@groiaco.com

On Apr 7, 2017 4:50 PM, "Gurofsky, Robyn" <RGurofsky@blg.com> wrote:

. Tatsiana,

The AER has provided me with a detailed listing of the records in their seizure, attached. There

. appear to be two black garbage bags (assuming these are large form) together with a clear bagand 8
¢ manila envelopes.

We can find someone to be available to attend the review at a time that accords with your schedule.

7 We look forward to hearing from you shortly to set up the review.

| Regards,

f Robyn

Tatsiana Okun



Groia & Company

Professional Corporation ? Lawyers
Direct: 416-203-4489

Email: tokun@aroiaco.com

Tatsiana Okun

Groia & Company

Professional Corporation ? Lawyers
Direct: 416-203-4489

Email: tokun@groiaco.com
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Bl Groia &
EBE Company

April 13,2017

VIA EMAIL (rgurofskv@blg.com)

Borden Ladner Gervais LLP
Centennial Place, East Tower
1900, 520 — 3 Ave. S.W.
Calgary, Alberta T2P 0R3

Attention: Robyn Gurofsky
Dear Ms. Gurofsky:

Re: In the matter of the Receivership of Lexin Resources Ltd.
Court of Queen’s Bench, Action No. 1701-03460

I have now been briefed by Ms. Okun on the events of yesterday that took place in your office and
I am both surprised and disappointed to hear how the events unfolded.

Firstly, Ms. Okun advises that there were two AER investigators in the room, contrary to the
Protocol. While Ms. Okun did not object at the beginning of the review process to this fact, it
became clear early on that the AER investigators held the view that Ms. Okun cannot be trusted
and treated her thus. Such a situation will not be allowed again. Ms. Okun is an officer of the court
and would never do anything improper to or with the documents at issue.

Secondly, the privileged documents do not belong to the AER or to the Receiver and, according
to the Protocol, our office should have access to the privileged documents to prepare a list as
required by paragraph 4. Ms. Okun advises that she was not allowed to take the privileged records
with her on the basis that she could not be trusted with them. This is a highly offensive charge and
runs contrary to both the Protocol and to Lexin’s rights.

Groia & Company Professional Corporation B Lawyers
Wildeboer Dellelce Place
365 Bay_fireet, 1" Floor
Toronto, Ontarioc M5H 2V1
Tel: 416-203-215 Fax: 416-203-9251
WWAW.groiaco.com



I require the documents that were marked privileged by Ms. Okun to be delivered to Groia &
Company’s offices immediately. If there is a finding later on that Groia & Company erred with
respect to any particular document, it will be returned to the AER.

Yours truly,

Bonnie Roberts Jones

BRJ/ewk



Robyn Gurofsky Borden Ladner Gervais LLP

T (403) 232-9774 Centennial Place, East Tower
. 1900, 520 - 3rd Ave SW

F (403) 266-1395 Calgary, AB, Canada T2P 0R3

Rgurofsky@blg.com .
 i09 2% 199 Borden Ladner Gervais

blg.com

File No. 547730.21
April 14, 2017

Delivered by Email (brjones@groiaco.com)

Groia & Company Professional Corporation
365 Bay Street, Suite 1100
Toronto, ON M5SH 2V1

Attention: Bonnie Roberts Jones
Dear Ms. Jones:

Re: In the Matter of the Receivership of Lexin Resources Ltd. (the “Company” or “Lexin”)
Court of Queen’s Bench Action No. 1701-03460
Document Review — AER Document Protocol

Thank you for your letter dated April 13, 2017. In your letter, you state that you were surprised
and disappointed to hear how events unfolded during the document review process undertaken
pursuant to the AER Document Protocol (the “Protocol”). 1 was only present for the first ten
minutes (approximately) of the process, however, I did receive an update from my client.

Firstly, I wish to point out that the review process was undertaken at the offices of Grant Thornton
Limited in accordance with paragraph 1 of the Protocol, not the offices of Borden Ladner Gervais
LLP as stated in your letter.

Secondly, the AER investigators in attendance at the Receiver’s office, Brian Temple and Stephanie
Pipa, advised us at the review that they were both required to attend so as to ensure an AER
investigator was in the room at all times to protect their “chain of custody” requirements. Thus, in
the event one investigator needed to leave the room, there would always be an AER investigator in
attendance with the records. Based on the advice from the AER investigators, we understood that
their concern was not specifically attributable to Ms. Okun, whom we recognize to be a member of
the legal profession and an officer of the Court, but to all parties in the room being Lexin’s counsel,
the Receiver and for a brief period, the Receiver’s counsel. We were specifically advised by Mr.
Temple at the review process that this was necessary to protect the AER’s chain of custody
obligations. None of the parties in attendance at the review objected to this, nor am I told did it
impact the review process itself.

Lastly, the Protocol specifically contemplates in paragraph 7 that the Paper Records (as defined in
the Protocol) claimed as privileged by Lexin’s counsel will remain secured by the AER and will
not be released to the Receiver or the AER for review unless Lexin agrees or a Court order is
obtained. I discussed this matter with Ms. Okun before the commencement of the review and
suggested that a combination of taking notes and pictures of the documents she intended to mark

Lawyers | Patent & Trademark Agents Borden Ladner Gervais LLP is an Ontario Limited Liability Parinership
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Borden Ladner Gervais

privileged would assist in the creation of the list contemplated in paragraph 4 of the Protocol. Tam
advised by my client that Ms. Okun appeared to take notes and photographs of the documents she
had marked privileged. I am also advised by my client that the documents marked privileged were
placed in an envelope and sealed with tape, labelled “privileged” and signed by all parties in
attendance. Iunderstand that the AER took those documents and secured them in accordance with
paragraph 7 of the Protocol.

As discussed when the terms of the Protocol were originally negotiated, the Paper Records were
always contemplated as remaining secured with the AER to ensure compliance with the AER’s
“chain of custody” requirements. A plain reading of paragraph 7, consented to by your client,
reflects this. As a result, we are unable to deliver the documents marked privileged to Groia &
Company’s offices as this would place the Receiver in breach of the Protocol. In any event, and as
advised above and contemplated by the Protocol, the AER is in possession of these records, not the
Receiver.

I trust the foregoing to be in order. Should you continue to have concerns regarding the manner in
which the Protocol was followed, I would be happy to discuss this with you. Otherwise, you are -
free to bring an application pursuant to paragraph 3 of the Protocol.

Yours truly,

AN
sk

>
S -
. \,

S
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B Groia & o
atsiona un
BBl Com P any Direct Line: 416-203-4489

Email: fokun@groiaco.com

April 17,2017

VIA EMAIL (rgurofskyi@blg.com)

Borden Ladner Gervais LLP
Centennial Place, East Tower
1900, 520 — 3" Ave SW
Calgary, Alberta T2P OR3

Attention: Robyn Gurofsky
Dear Ms. Gurofsky:

RE: In the matter of the Receivership of Lexin Resources Ltd.
Court of Queen’s Bench Action No. 1701-03460

Further to my attendance on April 12, 2017 for a review of the Paper Records seized by the
Alberta Energy Regulator (the “AER”™), attached is a list of the records marked privileged,
including a general description of the records and the nature of the privilege claimed, which is
provided to you in accordance with paragraph 4 of the Protocol for the Disclosure of the Records
Seized by the Alberta Energy Regulator.

During the review, these records were placed in sealed envelopes and are not to be reviewed by
the AER or the Receiver.

Yours very truly,

Tatsiana Okun

Groia & Company Professional Corporation Bl Lawyers
Wildeboer Dellelce Place
365 bay Street, 11" Floor
Toronto, Ontario M5H 2V1
Tel: 416-205-2115 Fax: 416-203-9231
wwWW.groiaco.com



List of the Documents Marked Privileged

Reviewed on April 12, 2017 ~9:15am-6:15pm at the Receiver’s Office

item No. General Description Nature of the Privilege Claimed

B1 1 page document Solicitor-client privilege

B2 4 documents marked as “privileged & Solicitor-client privilege
confidential”

B3 1 page document marked as Solicitor-client privilege
“privileged & confidential”

B4 none n/a

B5 none n/a

B6 s *1 DVD - not reviewed for

privilege Solicitor-client privilege

e 2 copies of the same email chain
* email

B7 e email Solicitor-client privilege
¢ draft documents

BS none ; n/a

B9 e list and attached fax and emails Solicitor-client privilege
e |etter Litigation privilege

e 1 folder marked “Lawsuits”
containing legal documents

e various documents relating to Not-relevant
unrelated companies (primarily
MFC Power General Partner Ltd.,
1049601 B.C. Ltd., Notine Holdings
Inc., MFC Processing Partnership)

B10 #1 — Lexin’s privileged documents Solicitor-client privilege

e draft legal documents Litigation privilege

e documents marked as “privileged
& confidential”

s 1 page document

e email

e legal memorandum

s letter from counsel

» legal document with notes

#2 — various documents relating to
unrelated companies (primarily Kasese
Cobalt Company Ltd., Notine Holdings
Inc. and MFC Industrial Ltd.)

Not-relevant
Solicitor-client privilege

#3 — various documents relating to
unrelated companies (primarily MFC
Power General Partner Ltd. and MFC

Not-relevant




Power General Partnership)

#4 — various documents relating to
unrelated companies (primarily MFC
Processing Partnership and MPP Ltd.)

Not-relevant

B11

¢ emails

¢ notes from meetings and phone
calls with legal counsel

s legal documents with notes to/for
counsel

e various documents relating to
unrelated companies (primarily
Jixin Energy Inc.)

Solicitor-client privilege
Litigation privilege

Not-relevant
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Robyn Gurofsky Borden Ladner Gervais LLP
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File No. 547730.21
April 25, 2017

Delivered by Email (tokun@groiaco.com)

Groia & Company Professional Corporation
365 Bay Street, Suite 1100
Toronto, ON MS5H 2V1

Attention: Tatsiana Okun
Dear Madam:

Re: In the Matter of the Receivership of Lexin Resources Ltd. (the “Company” or “Lexin”)
Court of Queen’s Bench Action No. 1701-03460
Document Protocol for AER Seized Records (the “Protocol”)

Thank you for your correspondence dated April 17, 2017 and in particular your list of the records
which you marked privileged during the document review under the Protocol. As noted in your
correspondence, pursuant to paragraph 4 of the Protocol, the list of records marked privileged is
to contain a general description of the records and the nature of the privilege claimed. In
accordance with paragraph 6 of the Protocol, the Receiver is to make a determination, based on
the list provided, as to whether it wishes to challenge the privilege claims on the records so
marked.

Unfortunately, certain of the descriptions provided are not sufficient for the purposes of
paragraph 6 of the Protocol. In particular, we require further detail in respect of the following:

Item B1;

Item B2;

Item B3;

Item B6;

Item B7;

Item B9 (list and attached fax and emails; letter);
Item B10, #1; and

Item B11.

® NV AW~

In particular, if the document is listed as being email or other correspondence, we require the
dates where possible and the identity of the author and recipients of the correspondence. Where a
document is simply described as “document” we must be told the nature of the document.

Lawyers | Patent & Trademark Agents Borden Ladner Gervais LLP is an Ontario Limited Liability Partnership



L

BLG

Borden Ladner Gervais

We look forward to an updated list of documents marked privileged with the appropriate level of
description provided.

If you have any questions, don’t hesitate to contact the undersigned.
Yours truly,
Borden Ladner Gervais LLP

LS

Robyn Gurofsky
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Tatsiana Okun

From: Gurofsky, Robyn <RGurofsky@blg.com>

Sent: April-13-17 7:08 PM

To: Bonnie Roberts Jones (brjones@groiaco.com)

Cc: Tatsiana Okun (tokun@groiaco.com); Kim, Stella; Basi, Andrew (Andrew.Basi@ca.gt.com)
Subject: Lexin - Document Protocol (Emergency Records)

Attachments: Lexin Emergency Records - Lexin.pdf

in accordance with paragraphs 4, 5, 12 and 24-26 of the Protocol for the Review of Records by the Court- Appointed
Receiver of Lexin Resources Ltd. and the Urgent Disclosure of Records of Lexin Resources Ltd. to the Orphan Well
Association (the “Protocol”), please find attached a list of records which the Receiver has identified on their face as
Lexin Emergency Records (as defined in the Protocol).

Robyn Gurofsky

Partner

Borden Ladner Gervais T 403.232.9774 | F 403.266.1395 | RGurofsky@blg.com

Centennial Place, East Tower, 1900, 520 — 3rd Ave S W, Calgary, AB, Canada T2P 0R3

Borden Ladner Gervais LLP | It begins with service
Calgary | Montréal | Ottawa | Toronto | Vancouver
blg.com | To manage your communication preferences or unsubscribe, please click on blg.com/mypreferences/

b% Piease consider the environment before printing this emait
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Tatsiana Okun

From:

Sent:

To:

Cc:

Subject:
Attachments:

Gurofsky, Robyn <RGurofsky@blg.com>

April-13-17 7:01 PM

Bonnie Roberts Jones (brjones@groiaco.com)

Tatsiana Okun (tokun@groiaco.com); Kim, Stella; Basi, Andrew (Andrew.Basi@ca.gt.com)
Lexin - Document Protocol

Reviewable Paper Records - Lexin.pdf

In accordance with paragraph 4 of the Protocol for the Review of Records by the Court- Appointed Receiver of Lexin
Resources Ltd. and the Urgent Disclosure of Records of Lexin Resources Ltd. to the Orphan Well Association, please find
attached a general index of the Paper Records collected and catalogued by the Receiver to date.

Borden Ladner Gervais

Robyn Gurofsky

Partner

T403.232.9774 | F 403.266.1395 | RGurofsky@blg.com

Centennial Place, East Tower, 1900, 520 — 3rd Ave S W, Calgary, AB, Canada T2P OR3

Borden Ladner Gervais LLP | It begins with service
Calgary | Montréal | Ottawa | Toronto | Vancouver
blg.com | To manage your communication preferences or unsubscribe, please click on blg.com/mypreferences/

E,% Please consider the environment before printing this email.
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affidavitof . TatsianaOkun
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sworn before me, this C}\M ______________________________

dayof . May 2017

............

AC ISSIONER FOR TAKING AFFIDAVITS



Tatsiana Okun

From:

Sent:

To:

Cc:

Subject:
Attachments:

Gurofsky, Robyn <RGurofsky@blg.com>
April-22-17 5:25 PM

Bonnie Roberts Jones (brjones@groiaco.com)
Tatsiana Okun (tokun@groiaco.com); Kim, Stella
Lexin - Document Protocol (Emergency Records)
image001,jpg; Lexin Emergency Records.pdf

In accordance with paragraphs 4, 5, 12 and 24-26 of the Protocol for the Review of Records by the Court- Appointed
Receiver of Lexin Resources Ltd. and the Urgent Disclosure of Records of Lexin Resources Ltd. to the Orphan Well
Association (the “Protocol”), please find attached a list of records which the Receiver has identified on their face as
Lexin Emergency Records (as defined in the Protocol).

Borden Ladner Gervais

Robyn Gurofsky

Partner

T 403.232.9774 | F 403.266.1395 | RGurofsky@blg.com

Centennial Place, East Tower, 1900, 520 — 3rd Ave S W, Calgary, AB, Canada T2P OR3

Borden Ladner Gervais LLP | It begins with service
Calgary | Montréal | Ottawa | Toronto | Vancouver
bla.com | To manage your communication preferences or unsubscribe, please click on blg.com/mypreferences/

b‘% Please consider the environment before printing this email.
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This is Exhibit “Q” referred to in the

affidavit of Tatsiana Okun
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.................................
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Tatsiana Okun

From: RGurofsky@blg.com -- Gurofsky, Robyn <RGurofsky@blg.com>

Sent: April-24-17 7:48 PM

To: Bonnie Roberts Jones (brjones@groiaco.com); Tatsiana Okun (tokun@groiaco.com)
Cc: Kim, Stella

Subject: Lexin - Document Protocol (Emergency Records)

Attachments: image001 jpg; Lexin Emergency Records.pdf

In accordance with paragraphs 4, 5, 12 and 24-26 of the Protocol for the Review of Records by the Court- Appointed
Receiver of Lexin Resources Ltd. and the Urgent Disclosure of Records of Lexin Resources Ltd. to the Orphan Well
Association (the “Protocol”), please find attached a list of records which the Receiver has identified on their face as
Lexin Emergency Records (as defined in the Protocol).

Robyn Gurofsky

< Partner

Borden Ladner Gervais T403.232.9774 | F 403.266.1395 | RGurofsky@blg.com

Centennial Place, East Tower, 1900, 520 — 3rd Ave S W, Calgary, AB, Canada T2P OR3

Borden Ladner Gervais LLP | It begins with service
Calgary | Montréal | Ottawa | Toronto | Vancouver
blg.com | To manage your communication preferences or unsubscribe, pl click on blg.com/mypreferences/

B% Please consider the environment before printing this email
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