
 
 

KE 38077371 

IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

 )  
In re: ) Chapter 11 
 )  
MAGNUM HUNTER RESOURCES 
CORPORATION, et al.,1 

) 
) 

Case No. 15-12533 (___) 

 )  
    Debtors. ) (Joint Administration Requested) 
 )  

DECLARATION OF GARY C. EVANS, CHAIRMAN AND CHIEF EXECUTIVE 
OFFICER OF MAGNUM HUNTER RESOURCES CORPORATION, IN SUPPORT OF 

CHAPTER 11 PETITIONS AND FIRST DAY MOTIONS 

I, Gary C. Evans, hereby declare under penalty of perjury: 

1. I am the chief executive officer (“CEO”) and chairman of the board of directors 

(the “Board”) of Magnum Hunter Resources Corporation (“MHRC”), a corporation organized 

under the laws of the state of Delaware and a debtor and debtor in possession in the above-

captioned cases of MHRC and certain of its affiliates as debtors and debtors in possession 

(collectively, the “Debtors”).  MHRC is a publicly-traded company, with its shares currently 

trading over the counter.  Its common stock previously traded on the New York Stock Exchange 

(“NYSE”) and its preferred stock previously traded on the NYSE MKT.         

2. I have served MHRC as CEO and chairman of the Board since May 2009.  I am 

generally familiar with the Debtors’ day-to-day operations, business and financial affairs, and 

                                                 
1 The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax 

identification number, include:  Magnum Hunter Resources Corporation (9278); Alpha Hunter 
Drilling, LLC (7505); Bakken Hunter Canada, Inc. (7777); Bakken Hunter, LLC (3862); Energy 
Hunter Securities, Inc. (9725); Hunter Aviation, LLC (8600); Hunter Real Estate, LLC (8073); 
Magnum Hunter Marketing, LLC (2527); Magnum Hunter Production, Inc. (7062); Magnum Hunter 
Resources GP, LLC (5887); Magnum Hunter Resources, LP (5958); Magnum Hunter Services, LLC 
(5725); NGAS Gathering, LLC (2054); NGAS Hunter, LLC (3737); PRC Williston LLC (1736); 
Shale Hunter, LLC (1952); Triad Holdings, LLC (8947); Triad Hunter, LLC (5830); Viking 
International Resources Co., Inc. (0097); and Williston Hunter ND, LLC (3798).  The location of the 
Debtors’ service address is:  909 Lake Carolyn Parkway, Suite 600, Irving, Texas 75039. 
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books and records.  I submit this declaration (the “Declaration”) to assist the Court and parties in 

interest in understanding the circumstances that compelled the commencement of these 

chapter 11 cases and in support of:  (a) the Debtors’ petitions for relief under chapter 11 of 

title 11 of the United States Code (the “Bankruptcy Code”) filed on the date hereof (the “Petition 

Date”); and (b) the emergency relief that the Debtors have requested from the Court pursuant to 

the motions and applications described herein (collectively, the “First Day Motions”). 

3. Except as otherwise indicated, all facts set forth in this Declaration are based upon 

my personal knowledge, my discussions with other members of the Debtors’ management team 

and the Debtors’ advisors, my review of relevant documents and information concerning the 

Debtors’ operations, financial affairs, and restructuring initiatives, or my opinions based upon 

my experience and knowledge.  If called as a witness, I could and would testify competently to 

the facts set forth in this Declaration.  I am authorized to submit this Declaration on behalf of the 

Debtors. 

4. To familiarize the Court with the Debtors and the relief the Debtors seek on the 

first day of these chapter 11 cases, this Declaration is organized in six sections.  The first section 

provides an introduction to the Debtors and the circumstances leading to the commencement of 

these chapter 11 cases.  The second section provides detailed information on the oil and natural 

gas industry in which the Debtors operate.  The third section provides an overview of the 

Debtors’ organizational structure and capital structure.  The fourth section provides detailed 

information on the Debtors’ corporate history and business operations.  The fifth section 

describes the circumstances leading to the commencement of these chapter 11 cases.  The final 

section sets forth the relevant facts in support of each of the First Day Motions filed in 

connection with these chapter 11 cases. 
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I. Introduction. 

A. Company Overview. 

5. MHRC is an oil and gas company headquartered in Irving, Texas, that primarily is 

engaged, through its subsidiaries, in the acquisition, development, and production of oil and 

natural gas reserves in the United States.  The Debtors’ current operations focus primarily on 

unconventional shale resource plays in the Marcellus Shale and Utica Shale in West Virginia and 

Ohio.  The Debtors also own oil and gas properties in Kentucky, Oklahoma, Texas, and the 

Williston Basin/Bakken Shale in North Dakota.  As of the Petition Date, the Debtors have 

leasehold working interests in (and, in many cases, also operate) approximately 3,042 oil and gas 

production sites and employ approximately 352 employees.  The Debtors own interests in 

approximately 431,643 net acres in total and have proved reserves with an industry value of 

approximately $302.6 million as of the Petition Date.2  In the aggregate, the Debtors generated 

approximately $391.5 million in revenue from their operations in 2014 and have generated 

approximately $169.3 million in revenues from their operations for the ten months ended 

October 31, 2015. 

6. In addition to traditional exploration, development, and production operations, the 

Debtors also engage in midstream operations in West Virginia and Ohio and oilfield services 

operations in West Virginia, Ohio, and Pennsylvania.  Specifically, MHRC owns an 

approximately 44.5 percent equity interest in Eureka Hunter Holdings, LLC (“EHH”), which 

                                                 
2  This figure reflects the “PV-10” value of the Debtors’ proved reserves, which is a common reference 

point for the value of an exploration and production company’s proved oil and gas reserves for 
investment and disclosure purposes.  PV-10 is the present value of the exploration and production 
company’s estimated future cash flows from estimated total proved reserves after deducting estimated 
production and ad valorem taxes, future capital costs, abandonment costs net of salvage value, and 
operating expenses, but before deducting any estimates of future income taxes. The estimated future 
cash flows are discounted at an annual rate of 10 percent to determine their “present value.”  This 
figure is calculated using prices of oil and natural gas futures contracts on the New York Mercantile 
Exchange as of December 10, 2015. 
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owns, through its wholly-owned subsidiary Eureka Hunter Pipeline, LLC (“EHP”), a natural gas 

gathering pipeline system located in West Virginia and Ohio known as the Eureka Pipeline (as 

defined herein).3  Prior to December 18, 2014, the results of operations of EHH were included in 

MHRC’s consolidated financial data.  Effective December 18, 2014, however, MHRC began 

accounting for its investment in EHH using the equity method of accounting and thereby 

deconsolidated EHH and its subsidiaries from MHRC’s consolidated financial statements.  

B. Circumstances Leading to These Chapter 11 Cases. 

7. As described in more detail herein, although the Debtors’ operations remain 

strong and their production output continues to increase year-over-year, the Debtors have fallen 

victim to the same macroeconomic forces afflicting the rest of the oil and natural gas industry: 

historically low commodity prices coupled with relatively weak consumer demand.  Emblematic 

of these broader trends, crude oil prices have dropped to their lowest levels since 2009, with 

prices at around $35 per barrel, and the near-term outlook for crude oil prices remains weak due 

to the record levels of worldwide inventories, resilient international production, including 

                                                 
3  I am also the chief executive officer of EHH and each of its wholly-owned subsidiaries.  MHRC’s 

percentage ownership is sufficient to render EHH an “affiliate” as defined in section 101(2)(B) the 
Bankruptcy Code.  See 11 U.S.C. § 101(2)(B) (defining “affiliate” to include a “corporation 20 
percent or more of whose outstanding voting securities are directly or indirectly owned, controlled, or 
held with the power to vote, by the debtor”).  Notwithstanding MHRC’s ownership interest, EHH is 
an independent legal entity with its own corporate governance and fiduciary duties to the owners of 
its remaining approximately 55.5 percent equity.  Specifically, MHRC’s joint venture partner, North 
Haven Infrastructure Partners II Buffalo Holdings LLC (f/k/a MSIP II Buffalo Holdings LLC) 
(“NHIP”) currently owns approximately 54 percent of the equity, and also appoints three members of 
the six-member board of managers, which board of managers is the body having full, exclusive, and 
complete discretion to manage and conduct the business and affairs of EHH under that certain Second 
Amended and Restated Limited Liability Company Agreement of Eureka Hunter Holdings, LLC 
dated October 3, 2014 (as amended)  (the “Eureka LLC Agreement”).  More importantly, the Eureka 
LLC Agreement gives NHIP the sole authority to take any and all actions related to the exercise 
and/or enforcement of rights and/or remedies under certain agreements, including the Gas Gathering 
Agreement (as defined herein) and certain other agreements between EHH and one or more of the 
Debtors.  Thus, MHRC and its principals do not exercise complete control over EHH’s business 
decisions. 
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anticipated increases in Iranian production, seasonal realities, and decelerating global economic 

growth.  More importantly for the Debtors—whose operations are focused primarily on natural 

gas production—natural gas prices have plunged to a 14-year low as the warmest start to winter 

on record in the United States has cut demand for this heating fuel.  The total number of drilling 

rigs in operation in the United States today is just 38 percent of the number of rigs that were in 

operation in the United States just one year ago.  Nevertheless, United States natural gas 

production hit a record high in August, despite the continued slump in natural gas prices and a 

fall in the number of drilling rigs targeting natural gas formations.  With record warm weather 

throughout most of the United States continuing during the winter of 2015 thus far, lower 

demand for natural gas has put significant pressure on natural gas prices, leading to a current 

pricing environment below $1.90/MMBtu,4 the lowest level seen since February 1992.   

8. Despite the Debtors’ efforts to mitigate these and other effects through non-core 

asset divestitures and operational “rightsizing,” the capital-intensive nature of the Debtors’ 

businesses together with the Debtors’ overleveraged capital structure have made it difficult to 

withstand the current economic climate.  Indeed, even with increasing oil and natural gas 

production in the third quarter of 2015 by 38.6 percent to 136,087 Mcfe/d5 compared with 

98,130 Mcfe/d during the third quarter of 2014, revenues decreased during the same period by 

52.3 percent—from $70.6 million for the third quarter of 2014 to $33.7 million for the third 

quarter of 2015—due entirely to declines in commodity prices.   

9. These macroeconomic factors, coupled with the Debtors’ substantial debt 

obligations and natural gas gathering and transportation costs, strained their ability to sustain the 

                                                 
4  “MMBtu” is a unit of measurement meaning one million British thermal units. 

5  “Mcfe/d” is a unit of measurement meaning one thousand cubic feet of natural gas or natural gas 
equivalent per day. 

Case 15-12533-KG    Doc 15    Filed 12/15/15    Page 5 of 67



 

6 
 

weight of their capital structure and devote the capital necessary to maintain and grow their 

businesses.  As a result, beginning in October 2015, the Debtors engaged financial advisors and 

legal counsel to advise management and the Board regarding potential strategic alternatives to 

enhance the Debtors’ liquidity and address their current capital structure.  Aided by their 

advisors, the Debtors have pursued all available options to stabilize their businesses and forestall 

a bankruptcy filing.  In particular, the Debtors have continued to explore potential opportunities 

to monetize one of their core, unencumbered assets—MHRC’s equity interest in EHH and its 

subsidiaries (collectively, “Eureka”)—while simultaneously negotiating with their major creditor 

constituents regarding potential restructuring alternatives. 

10. As a result of these initiatives, the Debtors entered into the Bridge Financing 

Facility (as defined herein) on November 3, 2015 with certain of their existing creditors, which 

provided the Debtors with the immediate near-term liquidity to forestall an imminent bankruptcy 

filing and gave the Debtors time to continue exploring potential restructuring opportunities.  The 

Bridge Financing Facility was subsequently amended on November 30, 2015 to provide further 

incremental financing to the Debtors in the amount of $10 million to allow the Debtors to 

continue exploring restructuring alternatives.   

11. The Debtors’ efforts in this regard have been successful.  With the time provided 

by the incremental liquidity under the Bridge Financing Facility, the Debtors were able to 

negotiate the framework for a consensual restructuring with their major creditor constituents, the 

terms of which are reflected in the restructuring support agreement attached hereto as Exhibit B 

(the “RSA”) and the chapter 11 plan term sheet attached as Exhibit A to the RSA (the “Term 

Sheet”).  The RSA and Term Sheet contemplate a swift restructuring that is supported by holders 

of (a) substantially all of the outstanding principal amount under the Bridge Financing Facility 
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(as defined herein), (b) approximately 66.5 percent of the outstanding principal amount under the 

Second Lien Term Loan (as defined herein), and (c) approximately 79 percent of the outstanding 

principal amount of the 9.75% Notes (collectively, the “RSA Parties”) and that will be financed 

through debtor-in-possession financing (the “Proposed DIP Financing”) provided by certain of 

the RSA Parties.  The proposed restructuring will be effectuated through a plan of 

reorganization, consistent with the RSA and the Term Sheet, that features a value-maximizing 

debt-to-equity conversion of substantially all funded indebtedness that will result in a 

significantly deleveraged balance sheet upon emergence.  Successful implementation of the 

Debtors’ proposed restructuring will avoid a sale of all or substantially all of the Debtors’ assets, 

which likely would occur at a significant discount given current market conditions, allowing the 

Debtors to benefit from any of their assets’ appreciation in value if the market improves.  

Importantly, under the RSA and Term Sheet, the Debtors anticipate that trade claims will receive 

a significant recovery in cash on account of their claims.  The RSA binds the support of the RSA 

Parties for the restructuring contemplated thereby so long as the Debtors are successful in taking 

the steps necessary to meet the milestone deadlines and other conditions contained therein, which 

establish a timeline to emerge from chapter 11 in just four months (April 15, 2016).   

12. In sum, the RSA and Term Sheet represent a significant achievement for the 

Debtors in the face of historic commodity price declines and an increasingly depressed operating 

environment, and will enable the Debtors to enter into chapter 11 poised for a quick restructuring 

and successful emergence.  The Debtors and the RSA Parties firmly believe that this prearranged 

restructuring will maximize the value of the Debtors’ estates and will provide the best possible 

recovery to stakeholders.  Indeed, with the unified support of their major creditors, the Debtors 

expect to emerge from bankruptcy financially stronger than ever before and believe they will be 
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well-positioned as a market leader with an ideal capital structure to capitalize on the large 

number of opportunities anticipated in their industry due to the precipitous commodity cycle 

downturn affecting the industry as a whole.  Accordingly, the Debtors commenced these chapter 

11 cases to implement the terms of the restructuring contemplated by the RSA, which will allow 

them to preserve value for stakeholders and return to growing their businesses in this challenging 

economic environment.   

II. History of the Oil and Gas Industry. 

13. As described above, natural gas exploration, development, and production sits at 

the core of the Debtors’ businesses and operations.  To better understand the nature of the 

Debtors’ business, the following sections provide a brief overview of natural gas exploration and 

production in the United States. 

14. Natural gas is an integral component of the world’s energy supply.  It can provide 

the same amount of energy as oil and coal but with significantly lower emissions.  Natural gas 

exists in abundance in the United States, where it was first identified as early as the 1600s.  It 

was not until 1821, however, that the first well was drilled specifically to obtain natural gas, and 

another 40 years passed before a small pipeline in Pennsylvania demonstrated that natural gas 

could be transported safely for practical use.   

15. The market for natural gas was limited throughout much of the 19th and 20th 

centuries due to inadequate transportation infrastructure.  Conventional methods for transporting 

other fossil fuels, such as trains or motor vehicles, are impractical for natural gas because of its 

low density.  Instead, natural gas delivery relies almost entirely on pipelines.  Very few pipelines 

existed until after World War II, when improvements in metal, welding, and pipemaking made 

their construction economically feasible.  Throughout the 1950s and 1960s, thousands of miles 

of pipeline were constructed throughout the United States.  Pipeline construction continues to 
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this day, and adequate pipeline infrastructure remains a critical component of gathering and 

transporting natural gas to market in a safe and efficient manner.  The United States now has 

more natural gas pipeline infrastructure than any other country in the world.  

16. As natural gas production and transportation became more feasible in the early-to-

mid-1900s, the United States began regulating the natural gas industry and natural gas prices. 

The rapid growth of the industry quickly outpaced the government’s ability to execute its 

regulatory authority and resulted in a volatile market prone to gas shortages and price 

irregularities.  The demand for gas surged, but regulated prices often left producers with little 

financial incentive to explore for or produce new natural gas reserves.  As a result, the industry 

was deregulated beginning in the early 1980s, sparking healthy competition and driving the 

industry’s growth over the following decades. 

A. “Conventional” vs. “Unconventional” Natural Gas. 

17. The deregulated market also spurred technological improvements that made 

accessing previously cost-prohibitive reserves, including natural gas from “tight” rock and low-

porosity shale formations, economically feasible.  These types of natural gas deposits are usually 

located in shale formations often found far deeper than formations into which traditional vertical 

wells are drilled.  They are distinct from “conventional” natural gas, which is found either in oil 

fields (“associated” natural gas) or in isolated, higher-porosity natural gas fields (“non-

associated” natural gas).  The graphic below illustrates the differences between the geological 

properties of the various types of natural gas:   
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18. For a long time, “conventional” plays were the only economically viable method 

of extracting natural gas.  One important difference between “conventional” natural gas and 

“unconventional” natural gas is the flow rate due to the source rock’s porosity.  Drilling into 

conventional accumulations generally will result in an immediate flow of gas from the reservoir 

to the surface.   In contrast, drilling into unconventional shale requires fracture stimulation in the 

rock to allow the gas to flow in meaningful quantities.   

19. Shale gas wells depended on natural fractures in the earth until the perfection of 

high-volume, hydraulic fracturing (“Fracking”) in 1998.  Since that time, unconventional natural 

gas production has grown exponentially to become the fastest growing contributor to energy 

production in the United States.  The below graphic illustrates the rapid increase in 

unconventional shale gas as a percentage of overall United States oil and gas production. 
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The Debtors’ operations are focused almost entirely on unconventional natural gas exploration, 

development, and production.  As described below, the Debtors hold valuable natural gas 

interests in the Utica Shale and Marcellus Shale formations in the Appalachian Basin, two of the 

largest and most prolific unconventional shale resource plays in the United States.   

B. The Exploration and Production Process. 

20. In order to understand the Debtors’ capital requirements, it is important to first 

understand the process by which oil and gas exploration and production companies  

(“E&P Companies”) produce natural gas.  In general, E&P Companies today are focused more 

on well economics than on production growth.  As explained more fully below, the process 

generally consists of several stages:  exploration, extraction, production, transportation, and 

storage. 
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1. Exploration. 

21. The first stage of the exploration process consists of locating natural gas deposits 

by examining the surface and sub-surface structure of a particular geographic area.  E&P 

Companies seek to identify geographic characteristics that indicate natural gas may be present in 

a certain area.   

22. E&P Companies use several techniques to identify these deposits.  For instance, 

seismic testing uses sound waves generated by either a vibrator truck or dynamite, which are 

then reflected back by geologic strata.  Monitoring equipment on the surface records these 

reflections, which are then sorted and decoded.  Sound waves reflect differently off of gas than 

off of oil or water, indicating where natural gas may be located.  Though not perfect, this process 

can indicate the likelihood that the tested area contains a gas reservoir. 

2. Extraction. 

23. Once a potential well location has been identified, the process of extracting the 

natural gas from the earth can begin.  For both conventional and unconventional gas, this process 

begins with drilling a “vertical” well.  These wells generally are drilled in sections.  When the 

bottom of each section is reached, the freshly drilled hole (known as an “open-hole”) is cased-off 

with steel pipe to prevent it from collapsing onto the drill pipe.  

24. For conventional reservoirs, E&P Companies will then conduct a number of tests 

to acquire further information regarding the quantity and location of the gas, which may include 

conducting a well test or drilling appraisal wells.  A well test involves setting up equipment so 

that the natural gas can flow in a controlled manner.  Measurement of flow rates, properties of 

the fluids or gas produced, and fluid surface pressures will provide the company with definitive 

information about the reservoir’s potential.  The company may also drill several appraisal wells 
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to determine the size of the reservoir and gather as much information as possible before 

beginning the extraction process in earnest. 

25. For unconventional gas, an additional step often is required to maximize the 

well’s potential.  The vertical well generally will reach a “kick off point” where the well bore 

curves and “horizontal drilling” begins.  Horizontal wellbores extend within the boundaries of 

the target rock layer containing the natural gas, often for thousands of feet.  This type of drilling 

thus reduces the surface impact of the project as fewer wells are required to access the same 

volume of natural gas compared to a field developed using vertical wells.          

26. Once drilled, additional operations are necessary to begin producing gas.  This is 

achieved through Fracking, which involves injecting high volumes of fluid into the well site at 

high pressure to create cracks in the deep-rock formations through which natural gas can flow.  

The below graphic provides an illustration of this process. 

 

Once these fractures are created, the previously-trapped natural gas begins flowing through the 

horizontal casing and to the surface.    
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3. Production. 

27. The extracted gas is transported from the wellhead through a series of “gathering” 

pipelines.  For “wet gas” production, these gathering pipelines typically are connected to a gas 

processing plant, which separates the pure natural gas from the various other substances with 

which it is mixed.  This process can result in the creation of valuable by-products such as ethane, 

propane, butane, iso-butane, and natural gasoline (collectively, “NGLs”), which are marketed 

and sold separately from the pure natural gas stream, creating a potentially significant parallel 

revenue stream for E&P Companies.  Extracted “dry gas”—natural gas in pure form that does 

not contain by-products that can be converted into NGLs—is normally transported from the 

wellhead through a series of “gathering” pipelines directly to a receipt point for transportation by 

an interstate pipeline for delivery to end markets.  

4. Transportation. 

28. Pure natural gas is transported to the end user through an extensive network of 

pipelines.  As demonstrated by the graphic below, this network extends across the entire country 

and is considered the “highway” of natural gas transportation:   
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Pipelines efficiently gather and transport purified natural gas from its origin to end markets.  

New pipelines also are constructed continually in high growth regions, increasing access to the 

growing number of extraction sites.  The construction of these pipelines is time-consuming and 

expensive, but is integral to natural gas production as gas is nearly impossible to transport by 

vehicle.  As a result, the availability of adequate pipeline infrastructure and the cost to transport 

such natural gas and NGLs directly impacts the profitability of any given natural gas property.  

E&P Companies, including the Debtors, are dependent on seamless interaction with natural gas 

gatherers, transporters, and processors in order to maintain profitability. 

29. Liquefied natural gas (“LNG”) is an alternative method of transporting natural gas 

to end markets that cannot be reached by pipelines alone.  LNG is produced by taking produced 

natural gas, removing any impurities, and liquefying it by cooling it to a temperature of 
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approximately negative 260 degrees Fahrenheit.  The condensed liquid form of natural gas 

occupies up to 600 times less space and can be more safely transported by specially-outfitted 

ships.  Because a significant portion of the world’s natural gas resources are located far from any 

market (i.e., “stranded”), LNG offers a feasible alternative for bringing this “stranded” gas to 

markets.  Once transported to market, the LNG is converted back into gas form through a process 

known as “regasification,” after which point in time it enters the pipeline distribution system and 

is delivered to the end user or stored for future use.  Exports of LNG from the United States are 

projected to begin in January 2016.  Exports should continue to increase over the next decade, 

based upon timing of completion of new facilities presently under construction.  This will 

provide a new outlet for consumption of domestic natural gas production.   

5. Storage. 

30. If the gas is not immediately delivered to an end user, it must be stored.  Natural 

gas typically is stored underground in depleted reservoirs, aquifers, or salt caverns.  Most storage 

facilities are concentrated in the northeast United States, where demand generally is higher.  

Because natural gas traditionally is a seasonal fuel, reliable storage facilities are critical for 

ensuring that supply can meet demand.  Storage also serves as insurance against unforeseen 

accidents, natural disasters, or other occurrences that may affect the production or delivery of 

natural gas.  

III. The Debtors’ Organizational Structure and Capital Structure. 

A. The Debtors’ Prepetition Organizational Structure. 

31. MHRC is the direct or indirect parent of each of the 19 other Debtors.  MHRC 

also is the direct or indirect parent of 14 other entities, which are not obligated on the Debtors’ 

prepetition indebtedness and thus are not Debtors in these chapter 11 cases.  In addition, MHRC 

owns approximately 44.5 percent of the equity in EHH.  Significantly, MHRC’s equity interest 
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in EHH is not pledged as collateral under any of the Debtors’ prepetition indebtedness.  Thus, 

none of the Eureka entities is a Debtor in these chapter 11 cases.  A chart depicting the Debtors’ 

prepetition organizational structure, including Eureka and the non-Debtor entities, is attached 

hereto as Exhibit A.   

B. The Debtors’ Prepetition Capital Structure. 

32. As of September 30, 2015, the Debtors reported approximately $1.5 billion in 

total assets and approximately $1.1 billion in total liabilities, as well as approximately  

$416.3 million in stated value of Preferred Stock (as defined herein).  As described in greater 

detail below, as of the Petition Date, the principal amount of the Debtors’ consolidated funded 

debt obligations (the “Prepetition Debt Obligations”) totaled approximately $1 billion, comprised 

of:  (a) approximately $70 million of obligations under the Bridge Financing Facility (as defined 

herein); (b) approximately $336.6 million of obligations under the Second Lien Term Loan 

Facility (as defined herein); (c) approximately $600 million of obligations under the 9.75% 

Notes (as defined herein); and (d) approximately $13.2 million of obligations under the 

Equipment and Real Estate Notes (as defined herein).  

1. The Bridge Financing Facility. 

33. On October 22, 2014, the Debtors entered into the Fourth Amended and Restated 

Credit Agreement by and among MHRC, as borrower, Bank of Montreal, as administrative 

agent, and the lenders from time to time party thereto (as amended, the “Revolving Credit 

Facility”).  The Revolving Credit Facility provided a reserves-based, senior secured revolving 

credit facility with an initial borrowing base of $50 million (subject to periodic 

redeterminations).  The Revolving Credit Facility was secured by a first priority lien in 

substantially all of the Debtors’ assets, including not less than ninety percent of the PV-10 of the 

Debtors’ proved oil and gas reserves, and was fully and unconditionally guaranteed by twelve of 
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MHRC’s subsidiaries.  The Revolving Credit Facility is not secured by MHRC’s equity interest 

in EHH or the majority of the Debtors’ substantial amount of unproved, undeveloped leasehold 

acreage.   

34. As of September 30, 2015, the borrowing base under the Revolving Credit 

Facility remained at $50 million, with outstanding borrowings of approximately $5 million.  The 

Debtors had also posted letters of credit totaling approximately $39 million using availability 

under the Revolving Credit Facility.  As of September 30, 2015, the Debtors had approximately 

$6 million of borrowing capacity remaining under the Revolving Credit Facility.  However, due 

to covenants under the Debtors’ other indebtedness, the Debtors were unable to draw on this 

remaining availability. 

35. The Revolving Credit Facility was amended seven times in order to remedy 

certain defaults caused by the Debtors’ deteriorating liquidity position, including most recently 

on November 30, 2015.  Most significantly, on November 3, 2015 and November 30, 2015, 

MHRC entered into a sixth and seventh amendment to the Revolving Credit Facility, 

respectively, to provide the Debtors with incremental liquidity and time to negotiate a consensual 

restructuring.   

36. The sixth amended Revolving Credit Facility (the “Bridge Financing Facility”) 

was provided by certain holders of the 9.75% Notes (as defined herein) and certain holders of 

loans outstanding under the Second Lien Term Loan (as defined herein) (collectively, the “New 

First Lien Lenders”).  The Bridge Financing Facility amended the Revolving Credit Facility to, 

among other things, assign the approximately $5 million of outstanding and undrawn borrowings 

under the Revolving Credit Facility to the New First Lien Lenders, cash collateralize the 

approximately $39 million of outstanding letters of credit issued under the Revolving Credit 
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Facility, and provide MHRC with approximately $16 million of new term loans, which were 

funded in full by the New First Lien Lenders.  Additionally, the sixth amendment to the 

Revolving Credit Facility included an uncommitted incremental financing facility of up to 

$10 million in aggregate principal amount of term loans to be provided to the Debtors, if 

requested by the Debtors and agreed to by a specified percentage of the New First Lien Lenders.  

On November 30, 2015, MHRC and certain of the New First Lien Lenders executed a seventh 

amendment to the Revolving Credit Facility (the “Seventh Amendment”), which, among other 

things, provided MHRC with new incremental term loans of $10 million (the “Incremental 

Financing”), as contemplated under the Bridge Financing Facility.  

37. As a result of the Bridge Financing Facility, the Revolving Credit Facility was 

restructured from a senior secured revolving credit facility to a senior secured term loan facility.  

As of the Petition Date, the Debtors have approximately $70 million outstanding under the 

Bridge Financing Facility.  The Bridge Financing Facility is secured by a first priority lien and 

security interest in substantially all of the Debtors’ assets, including not less than ninety percent 

of the PV-10 of the Debtors’ proved oil and gas reserves, but excluding MHRC’s equity interest 

in EHH and the majority of the Debtors’ substantial amount of unproved, undeveloped leasehold 

acreage, and is fully and unconditionally guaranteed by twelve of MHRC’s subsidiaries, each of 

which is a Debtor.  Absent an event of default, the Bridge Financing Facility is due and payable 

on the earlier of December 30, 2015 or the date of commencement of a chapter 11 bankruptcy 

case.  The Bridge Financing Facility currently accrues interest at a floating interest rate.  As of 

the Petition Date, the interest rate was approximately 4.25 percent.  

2. The Second Lien Term Loan Facility. 

38. On October 22, 2014, the Debtors entered into that certain Second Lien Credit 

Agreement by and among MHRC, as borrower, Credit Suisse AG, Cayman Islands Branch, as 
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administrative agent and collateral agent, and the lenders from time to time party thereto  

(the “Second Lien Term Loan”).  The Second Lien Term Loan has a principal amount 

outstanding of approximately $336.6 million as of the Petition Date and accrues interest at a 

floating interest rate.  As of the Petition Date, the interest rate was approximately 8.5 percent per 

annum.  The Second Lien Term Loan matures on October 22, 2019.  A portion of the proceeds of 

the Second Lien Term Loan was used to repay existing borrowings under the Revolving Credit 

Facility.   

39. On November 3, 2015, and in connection with entry into the Bridge Financing 

Facility, the Debtors entered into a forbearance agreement and amendment to the Second Lien 

Term Loan (the “Second Lien Forbearance”) with certain lenders thereunder (collectively,  

the “Second Lien Lenders”).  Pursuant to the Second Lien Forbearance, the New First Lien 

Lenders who are also Second Lien Lenders agreed to forbear from exercising remedies with 

respect to certain defaults or events of default under the Second Lien Term Loan, including the 

Debtors’ failure to make required interest payments and meet certain financial covenants, until 

the earlier of (a) December 30, 2015, (b) the date of commencement of a chapter 11 bankruptcy 

case, (c) the occurrence of an event of default under the Second Lien Term Loan, or (d) the 

occurrence of an event of default under the Bridge Financing Facility that is not cured within ten 

business days or otherwise waived.   

3. The 9.75% Notes. 

40. On May 16, 2012, MHRC issued approximately $450 million of 9.75% senior 

unsecured notes due 2020 (the “9.75% Notes”).  On December 13, 2012, the Debtors issued an 

additional $150 million of 9.75% Notes.  The 9.75% Notes are governed by that certain 

indenture, dated as of May 16, 2012, by and among MHRC, certain of its subsidiaries, as 

guarantors, and Wilmington Trust, National Association, as trustee (the “9.75% Notes 
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Indenture”).  The obligations under the 9.75% Notes are unsecured and are fully and 

unconditionally guaranteed, jointly and severally, on a senior unsecured basis by sixteen of 

MHRC’s subsidiaries, each of which is a Debtor.  As of the Petition Date, the 9.75% Notes have 

an outstanding principal balance of approximately $600 million. Interest on the 9.75% Notes is 

payable semi-annually on May 15 and November 15.  As of the Petition Date, the interest rate 

was 9.75% percent per annum. 

41. On November 3, 2015, and in connection with entry into the Bridge Financing 

Facility, the Debtors entered into a forbearance agreement and amendment to the 9.75% Notes 

Indenture (the “9.75% Notes Forbearance”) with certain holders of the 9.75% Notes 

(collectively, the “9.75% Noteholders”).  Pursuant to the 9.75% Notes Forbearance, the New 

First Lien Lenders who are also 9.75% Noteholders agreed to forbear from exercising remedies 

with respect to certain defaults or events of default under the 9.75% Notes Indenture as a result 

of the Debtors’ breach of certain debt incurrence covenants under the 9.75% Notes Indenture or 

the Debtors’ failure to make required interest payments on the 9.75% Notes or under the Second 

Lien Term Loan.  The 9.75% Notes Forbearance remains in effect until the earlier of (a) 

December 30, 2015, (b) date of commencement of a chapter 11 bankruptcy case, (c) the 

occurrence of an event of default under the 9.75% Notes Indenture that is not otherwise waived, 

or (d) the occurrence of an event of default under the Bridge Financing Facility that is not cured 

within ten business days or otherwise waived.  

4. The Equipment and Real Estate Notes. 

42. In the ordinary course of business, the Debtors have entered into various 

equipment and real estate notes payable.  As of the Petition Date, the Debtors have several of 

such notes payable outstanding, including: 
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• the Loan and Security Agreement, dated as of February 12, 2010, between Alpha 
Hunter Drilling, LLC and Wesbanco Bank, Inc., as lender (as amended, restated, 
modified, supplemented, or replaced from time to time prior to the Petition Date, the 
“Prepetition Wesbanco Facility”); 

• the Master Loan and Security Agreement, dated as of January 23, 2014, between 
Alpha Hunter Drilling, LLC and CIT Finance, LLC, as lender, including Schedule 
No. 1 thereunder (as amended, restated, modified, supplemented, or replaced from 
time to time prior to the Petition Date, the “Prepetition CIT Facility”); 

• the Loan Agreement, dated as of December 14, 2011, between MHRC and Capital 
One, National Association, as lender (as amended, restated, modified, supplemented, 
or replaced from time to time prior to the Petition Date, the “Prepetition Aircraft 
Facility”); and 

• the Promissory Note, dated as of September 30, 2014, between Magnum Hunter 
Production, Inc. and Traditional Bank, Inc., as lender (as amended, restated, 
modified, supplemented, or replaced from time to time prior to the Petition Date, the 
“Prepetition Office Building Facility” and, together with the Prepetition Wesbanco 
Facility, the Prepetition CIT Facility, and the Prepetition Aircraft Facility, the 
“Equipment and Real Estate Notes”).   

The Equipment and Real Estate Notes have maturity dates ranging from December 2016 to 

September 2024 and accrue interest at rates varying between 4.25 percent and 8.7 percent per 

annum.  As of the Petition Date, the Debtors have approximately $13.2 million of outstanding 

Equipment and Real Estate Notes, all of which are secured by certain of the Debtors’ assets. 

43. On October 8, 2015, a cross-default arose under the Prepetition CIT Facility when 

the obligations under the Revolving Credit Facility and Second Lien Term Loan became callable.  

Upon the occurrence of an event of default, CIT Finance, LLC may determine all outstanding 

loans to be accelerated and immediately payable in full and in cash.  As of September 30, 2015, 

the outstanding balance of the Prepetition CIT Facility was approximately $3.1 million.  At the 

option of CIT Finance, LLC, the unpaid principal amount of the Prepetition CIT Facility will 

bear interest at an annual rate of 18 percent until paid in full, in cash.  CIT Finance, LLC also has 

the option to repossess the collateral securing the Prepetition CIT Facility, subject to 
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requirements of applicable law.  As of the Petition Date, CIT Finance, LLC has not requested the 

acceleration of the Prepetition CIT Facility or repossessed or disposed of the collateral. 

5. Preferred and Common Stock. 

44. MHRC has three series of preferred stock issued and outstanding:  (a) the 10.25% 

Series C Cumulative Perpetual Preferred Stock (the “Series C Preferred”); (b) the 8.0% Series D 

Cumulative Preferred Stock (the “Series D Preferred”); and (c) the 8.0% Series E Cumulative 

Convertible Preferred Stock (the “Series E Preferred,” and together with the Series C Preferred 

and the Series D Preferred, the “Preferred Stock”).  As of September 30, 2015, the Series C 

Preferred, Series D Preferred, and Series E Preferred had stated values of approximately 

$100 million, $221.2 million, and $95.1 million, respectively.  The terms of the Preferred Stock 

require monthly cash dividend payments, which accumulate if unpaid in any given month.  

MHRC paid approximately $26.5 million in dividends on account of the Preferred Stock for the 

nine months ended September 30, 2015.  As part of its ongoing efforts to preserve liquidity while 

exploring strategic alternatives, MHRC did not declare a dividend after September 30, 2015, and 

announced on October 9, 2015 that it was suspending payment of monthly dividends on the 

Preferred Stock, beginning with the monthly cash dividend payment due on October 31, 2015.   

45. Until recently, common shares of MHRC, the ultimate parent for the Debtors and 

their non-Debtor subsidiaries, were publicly traded on the NYSE.  As of December 11, 2015, 

there were approximately 264.1 million common shares outstanding (collectively, the “Common 

Shares”), with a par value of $0.01 per share and a total market value as of the Petition Date of 

approximately $11.8 million.  On November 10, 2015, the NYSE suspended trading of the 

Common Shares based on “abnormally low” price levels and the Common Shares were delisted 

from the NYSE effective December 11, 2015.   
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46. The NYSE Market LLC similarly suspended trading of the Preferred Stock on 

November 10, 2015, with an effective date of delisting from the NYSE MKT of December 11, 

2015.  The Common Shares and Series C Preferred currently trade publicly on the OTC Pink 

Open Marketplace and the Series D Preferred and the Series E Preferred currently trade publicly 

on the OTC Grey Market.    

6. The Debtors’ Other Obligations. 

(a) Hedging Arrangements. 

47. The Debtors periodically enter into certain commodity derivative instruments 

such as futures contracts, swaps, collars, and basis swap contracts (collectively, the “Derivative 

Contracts”) with certain counterparties (the “Derivative Counterparties”).  As of the Petition 

Date, MHRC is currently a party to one oil Derivative Contract, which will terminate in 

December 2015.  On May 7, 2015, the Debtors obtained consent under the Revolving Credit 

Facility to terminate MHRC’s open commodity derivative positions, which generated 

approximately $11.8 million in profit and cash proceeds.  

(b) Other Secured Claims. 

48. In the ordinary course of business, the Debtors routinely transact business with a 

number of third-party contractors and vendors who may be able to assert liens against the 

Debtors and their property (such as equipment and, in certain circumstances, mineral interests) if 

the Debtors fail to pay for the goods delivered or services rendered.  These parties perform 

various services for the Debtors, including manufacturing and repairing equipment and 

component parts necessary for the Debtors’ oil and gas field activities, contracting, drilling, 

hauling, and supplying oil and gas related services, as well as gathering, processing, and 

transporting the Debtors’ production.  As of the Petition Date, approximately ten of such vendors 

have asserted liens against certain of the Debtors’ properties on account of non-payment.  
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IV. The Debtors’ History and Business Operations. 

A. The Debtors’ Corporate History. 

1. Initial Three-Pronged Growth Strategy in Unconventional Shale 
Resource Plays.  

49. MHRC (then known as Primebuy International, Inc.) first entered the oil and gas 

exploration and production business in 2003, focusing initially on the domestic exploration and 

production of crude oil.  By 2009, MHRC (then known as Petro Resources Corporation) had 

gradually grown into a small, publicly-traded company whose primary assets were non-operating 

ownership interests in North Dakota, west Texas, and southern Louisiana.  In May 2009, I was 

appointed as MHRC’s new CEO and chairman of the Board and tasked with implementing a 

strategic growth plan, which I chose to focus on unconventional oil and natural gas resources.  

To implement this strategy, the Debtors developed a three-pronged approach that centered on 

acquiring leasehold acreage and producing properties in three principal unconventional resource 

plays in the United States:  the Eagle Ford Shale in Texas, the Williston Basin/Bakken Shale in 

North Dakota and Canada, and the Marcellus Shale in West Virginia.  The Debtors’ operations in 

the Eagle Ford Shale and the Williston Basin/Bakken Shale would focus on the exploration and 

development of crude oil reserves while their operations in the Marcellus Shale would focus on 

the exploration and development of natural gas reserves.   

(a) Eagle Ford Shale Expansion. 

50. The Debtors made their initial expansion into the Eagle Ford Shale through the 

acquisition of Sharon Resources, Inc. in October 2009.  The acquisition of Sharon Resources, 

Inc. (later renamed Eagle Ford Hunter, Inc.) provided the Debtors with undeveloped acreage in 

the Eagle Ford Shale and also enhanced the Debtors’ technical expertise through the addition of 

exploration and production professionals with substantial experience in the region.  The Debtors 
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subsequently expanded their position in the Eagle Ford Shale through additional leasing 

activities and entry into two joint ventures with third-party oil and gas companies in 2010, which 

facilitated cost-effective exploration and development of the Debtors’ acreage.  The Debtors’ 

operations in the Eagle Ford Shale focused primarily on the exploration and production of crude 

oil from shale formations.  

(b) Williston Basin/Bakken Shale Expansion. 

51. The Debtors expanded their initial presence in the Williston Basin/Bakken Shale 

through the acquisition of NuLoch Resources, Inc. (“NuLoch”) in May 2011, then a publicly-

traded company on the Toronto Stock Exchange.  The NuLoch acquisition provided the Debtors 

with operating leasehold working interests in Canada and non-operating leasehold working 

interests in North Dakota.  The Debtors subsequently executed additional acquisitions, including 

purchasing operating leasehold working interests in North Dakota in 2012 from Eagle Operating, 

Inc. and Samson Resources Company.  As in the Eagle Ford Shale, the Debtors’ operations in 

the Williston Basin/Bakken Shale focused primarily on the exploration and production of crude 

oil from shale formations.  The remaining NuLoch assets are currently held primarily by Debtors 

Williston Hunter ND, LLC and Bakken Hunter, LLC.  

(c) Marcellus Shale Expansion. 

52. The Debtors first established a foothold in the Marcellus Shale through their 

purchase of certain assets of Triad Energy Corporation (“Triad Energy”) in February 2010.  The 

Debtors’ operations in the Marcellus Shale focused on liquids-rich natural gas exploration, 

development, and production.  In connection with the Triad Energy acquisition, the Debtors also 

acquired approximately 182 miles of pipeline, gathering systems, and rights-of-way located in 

the Marcellus Shale region of northwestern West Virginia.  This acquisition created the 

opportunity for the construction of a new, larger-diameter steel pipeline that would provide the 
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Debtors with significant take-away capacity for its Marcellus Shale gas, and ultimately Utica 

Shale gas, as well as revenue from gathering third-party gas.  The Debtors seized this 

opportunity in early 2010, when they announced a $9 million investment in upgrading and 

completing the existing pipeline infrastructure (the “Eureka Pipeline”).   

53. The Debtors followed the Triad Energy purchase with additional property 

acquisitions and leasing activity in the Marcellus Shale, the then-emerging Utica Shale in West 

Virginia and Ohio, and other areas of the Appalachian Basin.  Notably, the Debtors acquired 

NGAS Resources, Inc. (“NGAS”) in April 2011, which provided the Debtors with leasehold 

acreage and producing properties in the Devonian Basin/Huron Shale in Kentucky, and Viking 

International Resources Co., Inc. (“VIRCO”) in November 2012, which expanded the Debtors’ 

presence in the Utica Shale in Ohio.  The Debtors continued to acquire additional leasehold 

acreage in the Marcellus Shale and Utica Shale in West Virginia and Ohio, increasing their 

natural gas acreage and effectively adding a hedge against their crude oil acreage by creating a 

diverse asset portfolio that could better withstand short-term fluctuations in commodity prices.  

The remaining NGAS assets are currently held by Debtor Magnum Hunter Production, Inc.  

VIRCO, also a Debtor, is now a subsidiary of Debtor Triad Hunter, LLC (“Triad Hunter”).  

2. Strategic Focus on Unconventional Natural Gas Resource Plays in the 
Appalachian Basin. 

54. The Debtors determined in early 2013 to strategically focus their principal 

operations on the exploration and production of their natural gas properties in the Appalachian 

Basin, where they were receiving their highest return on capital deployed.  To that end, the 

Debtors began divesting their Eagle Ford Shale, most of their Williston Basin/Bakken Shale 

assets, and all other assets located in Canada, which were predominantly crude oil-concentrated.  
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A chart summarizing the Debtors’ non-core asset divestitures from 2013 to the present appears 

below: 

Asset Sales Value ($MM) 
Eagle Ford Sale $401.0 
Sale of Penn Virginia Stock $10.6 
Burke County, North Dakota–Non-Operated Properties $32.5 
North Dakota–Madison Waterfloods–Operated Properties $45.0 
Red Star Gold Stock $1.5 

Subtotal for 2013 $490.6 
  

Other Eagle Ford Shale Properties–Atascosa County $24.5 
Alberta Properties $8.7 
Williston Hunter Canada, Inc.–Saskatchewan, Canada $68.8 
Vadis Field-West Virginia $0.5 
Non-Core North Dakota Non-Operated Properties $23.5 
Bakken Non-Operated Properties (Baytex) $84.8 
Richardson & Rock Creek Fields (WV Waterfloods) $1.2 

Subtotal for 2014 $212.0 
  

Non-Core Undeveloped Acreage to Antero Resources $33.6 
Jayhawk Well Sale $0.3 
Tyler Co–West Virginia $0.1 

Subtotal for 2015 $34.0 
  
Total Non-Core Assets $736.6 

 

55. In April 2013, the Debtors sold their core assets in the Eagle Ford Shale to an 

affiliate of Penn Virginia Corporation for a total purchase price of $422 million,6 approximately 

$380 million of which was paid in cash.  The Debtors made a substantial profit of approximately 

$200 million on the sale.  By early 2014, the Debtors had sold substantially all their remaining 

assets in the Eagle Ford Shale and replaced over 100 percent of their proved reserves in Texas 

with new proved reserves in the Marcellus Shale and Utica Shale.  

56. In late 2013, the Debtors also began selling certain of their Williston 

Basin/Bakken Shale properties in North Dakota.  The Debtors continued these efforts into 2014, 

including the sale of their Canadian properties in April and May 2014.  Following these sales, the 

                                                 
6  This figure excludes a subsequent purchase price adjustment that occurred in 2014, which reduced the 

total purchase price to approximately $401 million.  
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Debtors’ properties in the Williston Basin/Bakken Shale consisted primarily of non-operating 

leasehold working interests in North Dakota, with the balance consisting of a small operating 

leasehold working interest position in North Dakota.  As a result, the Debtors could focus a large 

amount of their future capital expenditures on development activities in the Appalachian Basin.  

The Debtors believed that continued development in the Marcellus Shale and Utica Shale, 

coupled with the continued development of the Eureka Pipeline, was the most cost-effective way 

to deploy their resources and provide steady returns for their stakeholders.      

3. Development of the Eureka Pipeline. 

57. Development of the Eureka Pipeline was an important factor in the Debtors’ 

decision to shift their primary focus to natural gas exploration and production in the Appalachian 

Basin.  Between 2010 and 2012, the Debtors invested substantial capital in the commercial 

development of the Eureka Pipeline, which involved the construction of new, 20-inch and 16-

inch high-pressure steel pipelines, ultimately with an estimated 350 MMcfe7 of throughput 

capacity.  By February 2012, approximately 45 miles of the Eureka Pipeline had been completed, 

and the Eureka Pipeline was gradually expanding its gas gathering capabilities in the region 

through EHP’s entry into productive contractual gas gathering relationships with third parties.  

As a result of these agreements, the Debtors were able to offer third-party producers in the 

Marcellus Shale and Utica Shale not only gas gathering services through the Eureka Pipeline, but 

also access to natural gas processing at third-party natural gas processing complexes.   

58. In order to raise additional capital to fund the substantial expansion efforts of the 

Eureka Pipeline, the Debtors formed EHH in March 2012, which would own, among other 

things, the Eureka Pipeline assets and operations.  Around the same time, MHRC agreed to sell 

                                                 
7  “MMcfe” is a unit of measurement meaning million cubic feet equivalent per day. 
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approximately 25 percent of its equity interest in EHH to Ridgeline Midstream Holdings, LLC, 

an affiliate of ArcLight Capital Partners, LLC (“ArcLight”).  This transaction generated 

aggregate cash proceeds of approximately $106.8 million, and facilitated EHH’s acquisition of 

TransTex Gas Services, LP (now a wholly-owned subsidiary of EHH known as TransTex 

Hunter, LLC (“TransTex Hunter”)).  The acquisition of TransTex Gas Services, LP expanded the 

scope of the Debtors’ overall midstream operations into natural gas processing and treating 

services.  MHRC’s partnership with ArcLight—and the capital contributions made to the Eureka 

Pipeline as a result—facilitated the continued expansion of the Eureka Pipeline and, by January 

31, 2014, over 100 miles of pipeline had been constructed, with peak throughput for the month 

of January 2014 of 170,000/MMBtu of natural gas per day.   

59. In an effort to further monetize its equity interest in the Eureka Pipeline, and 

provide for the contribution of additional capital to the Eureka operations, MHRC entered into a 

transaction agreement with NHIP, an affiliate of Morgan Stanley Infrastructure Inc., in 

September 2014 (the “Eureka Transaction Agreement”).  The Eureka Transaction Agreement 

flowed from ArcLight’s contemporaneous sale of its equity interest in EHH to NHIP, which sale, 

coupled with the amendment of the Eureka LLC Agreement by MHRC and NHIP, eliminated the 

Debtors’ annual preferred equity distribution payments, generating additional liquidity to fund 

EHH’s capital expenditures.  The Eureka Transaction Agreement also provided for, among other 

things, MHRC’s sale to NHIP of an additional 6.5 percent of EHH common equity for 

approximately $65 million in the aggregate, valuing the Eureka enterprise at over $1 billion.  

Immediately following these transactions, MHRC and NHIP each owned approximately 50 

percent of the common equity in EHH.   
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60. MHRC’s ongoing liquidity constraints, however, restricted its ability to make 

certain required capital contributions to EHH, prompting a series of separate letter agreements 

with NHIP in November 2014, March 2015, and July 2015, pursuant to which NHIP agreed to 

carry MHRC with respect to certain capital contributions to EHH.  As a result, MHRC’s equity 

interest in EHH was reduced to approximately 44.5 percent, with NHIP holding a majority equity 

interest in EHH of approximately 54 percent.  Despite the Debtors’ overall liquidity constraints, 

MHRC’s partnership with NHIP and EHP’s own revolving credit facility have provided EHH 

with the liquidity necessary to fund continued expansion and construction of the Eureka Pipeline.  

Further, the Eureka Pipeline continues to grow value for the Debtors’ estates, with record 

throughput volumes announced in December of approximately 835,000 MMBtu per day, which 

is up 108 percent from the same time last year.  The Debtors continue to participate in EHH and 

the operation of the Eureka Pipeline through MHRC’s 44.5 percent retained equity interest in 

EHH and through MHRC’s equal representation with NHIP on EHH’s board of managers.    

B. The Debtors’ Business Operations. 

61. The Debtors, together with their non-Debtor affiliates, have operations across 

most spectrums of the oil and gas industry.  The Debtors’ operations are divided into three 

primary business segments: traditional oil and gas exploration, development, and production  

(or “upstream”) operations; “midstream” natural gas gathering, processing, and marketing 

operations; and oilfield services operations.     

1. Upstream Operations. 

62. Traditional oil and natural gas exploration, development, and production remains 

at the core of the Debtors’ businesses and operations.  In 2014, the Debtors generated revenues 

of approximately $268.5 million as a result of their oil and natural gas exploration, development, 

and production activities.  These operations consist primarily of acquiring and developing 
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leasehold working interests in properties with potential oil or natural gas reserves and the 

production of oil and natural gas from producing properties.  Although the Debtors hold 

100 percent of the leasehold working interests in a number of their properties, in many cases the 

Debtors do not hold 100 percent of the leasehold working interests in acreage in which they have 

ownership interests.  In the latter case, the Debtors and the other working interest owners usually 

enter into joint operating agreements to govern the parties’ responsibilities with respect to the 

development and operation of the acreage, including which party (the “Operator”) will be 

responsible for the exploration and production of oil and gas therefrom.  As of November 30, 

2015, the Debtors were the Operator of approximately 76.6 percent of their gross producing 

wells located in the Appalachian Basin and the Williston Basin/Bakken Shale.   

63. As of November 30, 2015, the Debtors’ holdings in the Appalachian Basin totaled 

approximately 375,811 net acres, including: (a) approximately 74,1708 net leasehold acres in the 

Marcellus Shale, (b) approximately 124,0798 net leasehold acres prospective for the Utica Shale, 

and (c) approximately 208,309 net leasehold acres in the Devonian Shale formation and the 

Mississippian Weir sandstone, located primarily in Kentucky.  As of November 30, 2015, the 

Debtors had approximately 2,332 gross producing wells in the Appalachian Basin, with 

estimated proved reserves totaling approximately 555.2 Bcfe9 as of December 10, 2015.  The 

Debtors are the Operator of approximately 81.1 percent of their producing wells in the 

Appalachian Basin.  

64. Although the Debtors have significantly reduced their ownership position in the 

Williston Basin/Bakken Shale in North Dakota over the last several years, they still have 

                                                 
8  These figures include approximately 44,791 net overlapping acres prospective for both the Utica 

Shale and the Marcellus Shale.  

9  “Bcfe” is a unit of measurement meaning billions of cubic feet equivalent. 
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approximately 55,832 net leasehold acres in that region as of November 30, 2015, substantially 

all of which are non-operated.  As of November 30, 2015, the Debtors had approximately 169 

gross producing wells in the Williston Basin/Bakken Shale in North Dakota, with estimated 

proved reserves of approximately 25.1 Bcfe as of September 30, 2015.  The Debtors are the 

Operator for approximately 5.3 percent of their producing wells in the Williston Basin/Bakken 

Shale in North Dakota.     

2. Midstream Operations.   

65. The Debtors also are indirectly involved in midstream operations through 

MHRC’s substantial equity investment in EHH.  In the aggregate, the Debtors’ midstream 

operations generated net revenues of approximately $44.5 million in 2014. 

66. The midstream operations of EHH, and the Eureka Pipeline in particular, play an 

important role in the Debtors’ development and delineation of their acreage positions in both the 

Utica Shale and Marcellus Shale.  Further, the Eureka Pipeline’s continuing commercial 

development supports the development of the Debtors’ existing and anticipated future Marcellus 

Shale and Utica Shale undeveloped leasehold acreage positions, as well as the expanding gas 

gathering needs of third-party producers in these regions.  In January 2015, the Eureka Pipeline 

flowed an average of approximately 365,000 MMBtu of natural gas per day, and has consistently 

increased daily natural gas throughput from the Debtors and other third-party producers since 

that time, with throughput volumes reaching 655,000 MMBtu of natural gas per day in  

October 2015.  EHP currently contracts with ten customers in the region.   

67. EHH also provides natural gas treating and processing service solutions to third-

party producers and midstream companies through its subsidiary, non-Debtor TransTex Hunter.  

TransTex Hunter primarily is engaged in the business of selling or leasing natural gas treating 

and processing equipment to third-party producers for gas treating at the wellhead.     
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68. Although EHH and its subsidiaries are not included in these chapter 11 cases, 

their operations and interests are intertwined with the Debtors’ through various agreements and 

business arrangements.  Specifically, pursuant to a shared services agreement between EHH and 

Debtor entity Magnum Hunter Services, LLC dated as of March 20, 2012, the Debtors provide 

employees and administrative services to EHH and its subsidiaries, which facilitate cost-saving 

and operational synergies between the Debtors’ oil and gas exploration and production 

operations and EHH’s midstream operations.  The Debtors and EHP also have certain business 

relationships, including a gas gathering agreement between EHP and Debtor Triad Hunter, 

pursuant to which the Eureka Pipeline gathers a substantial volume of natural gas produced by 

Triad Hunter (the “Gas Gathering Agreements”).  The Gas Gathering Agreements account for 

approximately 26.9 percent of EHP’s revenue in September 2015.  

3. Oilfield Services Operations. 

69. The Debtors also provide certain oilfield services operations to third parties 

through the Debtor entity Alpha Hunter Drilling, LLC (“Alpha Hunter”).  In 2014, the Debtors 

generated revenue of approximately $23.1 million through their oilfield services operations.  

Alpha Hunter owns and operates six drilling rigs that are used primarily for vertical section (top-

hole) air drilling in the Appalachian Basin.  Alpha Hunter provides services to the Debtors and 

third parties.  One of Alpha Hunter’s drilling rigs also can drill the horizontal sections of wells in 

the Marcellus Shale and Utica Shale plays, and was designed especially for pad drilling.  The 

demand for these services generally has declined in conjunction with the decline in commodities 

prices.  As a result, most of Alpha Hunter’s drilling rigs are now idle, including a drilling rig 

formerly used for the Debtors’ now-suspended drilling operations and two rigs that were 

previously deployed to a third party under firm contracts.  However, Alpha Hunter is entitled to 
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receive certain payments from the third party operators as a result of the idled rigs and the 

cancellation of their corresponding contracts.  

V. Circumstances Leading to These Chapter 11 Cases. 

A. Adverse Market Conditions. 

70. As described above, in recent years the Debtors have primarily focused their 

operations on exploration, development, and production in the Marcellus Shale and Utica Shale 

of the Appalachian Basin.  The Debtors’ aggressive focus on the Appalachian Basin has resulted 

in dramatic increases in both production and proved reserves over the previous five years:10 

 

71. These production increases also led to consistent increases in the Debtors’ 

revenue and cash flow over the same period:11 

                                                 
10  The production numbers referenced in the daily production chart include production from continuing 

operations (excluding Eagle Ford assets and other discontinued operations).  The figures in the proved 
reserves charts are based on respective year-end reserves reports through September 30, 2015 and 
include estimates developed by the Debtors’ management. 

11  The figures in the chart have been adjusted to exclude discontinued operations.  The chart is based on 
information as of September 30, 2015 and contains non-GAAP reconciliations. 
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72. However, as shown by the data for 2015 above, the Debtors’ businesses recently 

have come under significant pressure from macroeconomic forces beyond the Debtors’ control.  

In the fall of 2014, oil prices plummeted due to an oversupply worldwide and have yet to 

recover.  Simultaneously, the natural gas market saw the impact of continued growth in natural 

gas production in the United States, which, coupled with mild weather, has caused a sustained 

drop in natural gas prices for the foreseeable future.  As of December 11, 2015, the Henry Hub 

natural gas spot prices closed below $2.00/MMBtu.  Prior to this time, Henry Hub natural gas 

spot prices had only closed below $2.00/MMBtu on twenty trading days since 2002.  The 

graphics below illustrate the drop in commodity prices over the last two years:12 

                                                 
12  See Commodity Futures Price Quotes for Crude Oil, NASDAQ, 

http://www.nasdaq.com/markets/crude-oil.aspx?timeframe=2y (last visited Dec. 12, 2015); 
Commodity Futures Price Quotes for Natural Gas, NASDAQ, 
http://www.nasdaq.com/markets/natural-gas.aspx?timeframe=2y (last visited Dec. 12, 2015). 
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73. The following graphics illustrate future curves for oil and gas over the next 

several years, indicating that depressed commodity prices are likely to persist for the foreseeable 

future:13 

 

74. A comparison of MHRC’s stock price with the price of crude oil through the 

second half of 2014 further illustrates how closely the Debtors’ fortunes are tied to commodity 

prices:14 

                                                 
13  See KEYBANC CAPITAL MARKETS INC., EQUITY RESEARCH OIL & GAS REPORT 19 (Dec. 8, 2015). 

14  See Andrew Labutka, Time to Catch this Falling Knife, Seeking Alpha (Feb. 21, 2015, 12:03 PM), 
http://seekingalpha.com/article/2939506-time-to-catch-this-falling-knife. 
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75. The Debtors are not alone in this position.  A number of other independent E&P 

Companies, including American Eagle Energy Corporation, Quicksilver Resources Inc., 

Saratoga Resources Inc., Sabine Oil & Gas Corporation, and Samson Resources Corporation 

have filed for bankruptcy protection in 2015.  A growing number of other similarly situated 

companies have defaulted on their debt obligations, negotiated amendments or covenant relief 

with creditors to avoid defaulting, or have effectuated out-of-court restructurings.  Most small- 

and mid-cap oil and gas companies are under financial distress due to the continued decline in 

commodity prices, which began in late 2014. 

B. Proactive Approach to Addressing Liquidity Constraints. 

76. In response to deteriorating market conditions, the Debtors immediately began 

implementing various cost-cutting initiatives in late 2014 to mitigate declining commodities 

prices.  These initiatives included lowering the Debtors’ capital expenditure budget for 2015 by 

approximately $300 million, closing branch offices in Denver, Colorado and Alberta, Canada in 

early 2015, and consolidating administrative responsibilities, which reduced general and 
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administrative expenses by an estimated $2.5 million annually.  Additionally, in late 2014 the 

Debtors saw an opportunity to further reduce their exposure to the declining commodities market 

under their reserves-based Revolving Credit Facility by entering into the Second Lien Term 

Loan.  In September 2014, shortly before entering into the Second Lien Term Loan, the outlook 

for oil and natural gas was not as bleak, and the Debtors had received a definitive offer from a 

third party to purchase all of their significant assets in the Williston Basin/Bakken Shale region 

of North Dakota for approximately $360 million.  The Debtors expected the sale to close in 

December 2014 and anticipated using the proceeds of the sale to, among other things, pay down 

their obligations under the Second Lien Term Loan.  However, the intervening drop in oil prices 

disrupted the proposed sale and undermined any other potential sale opportunities, leaving the 

Debtors with substantially larger long-term indebtedness than originally intended and 

significantly reduced cash flow from their remaining assets.   

77. As revenues continued to decline throughout the first half of 2015 because of the 

dramatic decline in commodity prices, the Debtors continued to explore various opportunities to 

increase near-term liquidity.  To this end, the Debtors continued their efforts to divest non-core 

assets, successfully generating approximately $33.9 million in proceeds on the sale in 2015 of 

unproven properties with no cash flow as a result.  More significantly, the Debtors explored 

alternatives for monetizing their primary unencumbered assets, namely, MHRC’s equity interest 

in EHH, as well as certain other undeveloped, unproved leasehold acreage located in the Utica 

Shale and Marcellus Shale plays.   

78. In particular, the Debtors continued negotiations with a potential third-party 

financial investor to enter into a joint venture, whereby the Debtors would contribute certain of 

their undeveloped, unproved leasehold acreage in Ohio in exchange for a total investment 
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commitment of approximately $330 million.  A portion of that commitment would consist of an 

upfront cash payment, which would improve the Debtors’ near-term liquidity.  The Debtors are 

hopeful a deal ultimately may still be reached and negotiations with the third party remain 

ongoing as of the Petition Date. 

79. MHRC also began to pursue a potential sale of its equity interest in EHH in 

March 2015.  In connection with the marketing process, MHRC executed confidentiality 

agreements with numerous strategic and financial buyers, conducted multiple in-person diligence 

meetings between management and the prospective purchasers, and received formal and informal 

bids from an aggregate of six prospective purchasers.   MHRC has not acted on any of the bids 

received to date.  Rather, the Debtors, in consultation with their advisors, continue to examine 

whether a sale of MHRC’s equity interest in EHH would maximize value at this time in light of 

current market conditions, which have also deteriorated within the midstream space.     

80. Recognizing that a near-term solution to their imminent liquidity constraints may 

not be achievable without the support of their major creditors, the Debtors sought external 

strategic advice and assistance, engaging PJT Partners LP (“PJT”) as its financial advisor and 

Kirkland & Ellis LLP (“K&E”) as legal advisor in October 2015 and Alvarez & Marsal North 

America, LLC (“A&M”) as restructuring advisor in November 2015.  The advisors were retained 

to assist the Debtors with exploring strategic alternatives to their current liquidity situation in a 

manner that would maximize value for all stakeholders.  

81. Since PJT, K&E, and A&M’s engagement, the Debtors and their advisors have 

engaged the major constituents in their capital structure in an attempt to negotiate a consensual 

out-of-court restructuring that would maximize value for all parties in interest.  In the weeks 

leading up to the Petition Date, the Debtors and their advisors met with the Debtors’ principal 

Case 15-12533-KG    Doc 15    Filed 12/15/15    Page 40 of 67



 

41 
 

creditors and their advisors on multiple occasions and provided such parties with substantial 

diligence.  The Debtors first engaged such parties to explore potential comprehensive out-of-

court restructuring opportunities, but ultimately focused on negotiating the terms of a potential 

out-of-court incremental financing that ultimately provided the Debtors with time to stabilize 

their operations and negotiate the RSA.   

82. On November 3, 2015, the Debtors entered into the Bridge Financing Facility, 

pursuant to which the Debtors secured additional financing of approximately $16 million to 

stabilize their operations while the Debtors engaged in good faith negotiations regarding 

potential in-court or out-of-court restructuring options.  The Bridge Financing Facility contained 

a two-week moratorium on the Debtors’ ability to pursue, and the New First Lien Lenders’ 

ability to propose, the terms of any debtor-in-possession financing.  The moratorium was further 

extended to December 7, 2015 by the Seventh Amendment.  The moratorium was intended to 

provide all parties with time to focus on negotiating the terms of a consensual restructuring.   

83. Nevertheless, shortly after closing on the Bridge Financing Facility, on 

November 5, 2015, the Debtors received a letter (the “November 5 Letter”) from NHIP on behalf 

of Eureka, pursuant to which NHIP demanded, in connection with past due amounts, adequate 

assurance of performance of security in the amount of approximately $20.8 million on or before 

November 10, 2015.  NHIP advised the Debtors that their failure to provide NHIP such adequate 

assurance of performance by the specified deadline would result in suspension of services under 

the Gas Gathering Agreements until such time as the Debtors provided such adequate assurance 

of performance.  The Debtors did not provide Eureka with the requested adequate assurance by 

November 10, 2015.  As a result, Eureka suspended services to the Debtors under the Gas 

Gathering Agreement (the “Suspension”) and the Suspension impeded the Debtors’ ability to 
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gather gas, which in turn led to the shut-in of approximately 38 of the Debtors’ operated wells 

(the “Shut-In Wells”) on November 11, 2015, disrupting the Debtors’ operations in the 

Appalachian Basin.   

84. Following the delivery of the November 5 Letter and the implementation of the 

Suspension, the Debtors and NHIP engaged in extensive good faith and arm’s length 

negotiations relating thereto, including the performance of services under the Gas Gathering 

Agreement following any bankruptcy filing and the status of the agreement in relation to a 

bankruptcy case.  The Debtors and NHIP ultimately reached a resolution pursuant to a letter 

agreement dated November 19, 2015 (the “November Agreement”) and the Shut-In Wells were 

returned to production on or around November 21, 2015.  Pursuant to the November Agreement, 

the Debtors agreed, among other things, to pay Eureka an aggregate of $5 million by December 

4, 2015, of which $250,000 could be used for the payment of the expenses of NHIP’s legal and 

other advisors.  In exchange, NHIP agreed to, among other things, take actions to cause Eureka 

to restore services and instruct Eureka to temporarily forbear from exercising remedies in 

connection with the ongoing defaults under the Gas Gathering Agreement.   

85. The execution of the November Agreement avoided a prolonged, and potentially 

significant, disruption to the Debtors’ core operations in the Appalachian Basin and reconfirmed 

the support of an important business partner as the Debtors continued their efforts to negotiate a 

consensual restructuring with their major stakeholders.  Importantly, the amount paid under the 

November Agreement was substantially less than the amount that Eureka believed it was owed at 

the time of the Suspension, but Eureka and NHIP, having been informed by the Debtors of their 

very limited available cash at the time, the substantial risk that the continued Suspension could 

have a material adverse effect on the Debtors’ restructuring efforts, and ongoing negotiations 
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with the RSA Parties, NHIP agreed to accept such lesser amount and restore services based on 

the Debtors’ agreement to seek and use commercially reasonable efforts to obtain the relief 

requested in the Lien Claimants Motion (as defined herein).    

86. On November 30, 2015, the Debtors took advantage of their ability to obtain the 

Incremental Financing to finance operations while the Debtors continued discussions with the 

RSA Parties regarding a comprehensive restructuring, including new postpetition financing and 

the consensual use of cash collateral. 

C. Agreement with RSA Parties on RSA and Proposed DIP Financing. 

87. The Debtors successfully used the additional time provided by the Incremental 

Financing to finalize the terms of the RSA and Term Sheet with the RSA Parties.  The Debtors 

and the RSA Parties recognized that a comprehensive restructuring was necessary to deleverage 

the Debtors’ balance sheet to ensure the Debtors’ ability to operate as a going concern.   

88. The RSA and Term Sheet provide the framework for a swift restructuring under 

the Bankruptcy Code and work in tandem with the Proposed DIP Financing, approximately 35 

percent of which is backstopped by the Second Lien Lenders (the “Second Lien Backstoppers”) 

and approximately 65 percent of which is backstopped by the 9.75% Noteholders (the 

“Noteholder Backstoppers” and, together with the Second Lien Backstoppers, the 

“Backstoppers”).15  The Backstoppers are also RSA Parties.  The Proposed DIP Financing 

provides the Debtors with postpetition financing in the form of a senior secured, multi-draw term 

loan in the aggregate principal amount of $200 million.  This amount will be made available in 

                                                 
15  If incremental capital beyond the initial principal amount is required and the Backstoppers agree to 

provide it, then such incremental amount will be funded on a pro rata basis in order to preserve the 
pro forma equity “splits” contemplated by the proposed terms of the plan of reorganization claims 
treatment (including claims under the Proposed DIP Financing), as set forth in the Term Sheet. 
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three installments, the availability of which are tied to certain milestones set forth in the RSA 

and Term Sheet, including: 

• $40 million to be made available upon entry of an interim order approving 
the Proposed DIP Financing (the “Interim DIP Order”); 

• $100 million to be made available upon entry of a final order approving 
the Proposed DIP Financing (the “Final DIP Order”); and 

• $60 million to be made available on or prior to the date that is one week 
prior to the scheduled commencement of a hearing to confirm the Debtors’ 
proposed plan of reorganization, on the timeline set forth in the RSA, 
subject to certain conditions.  

Further, the Proposed DIP Financing and the RSA will provide the Debtors with access to the 

consensual use of their prepetition secured creditors’ cash collateral.  As set forth in more detail 

in the declaration of Peter Laurinaitis in support of the Debtors’ motion to approve debtor-in-

possession financing, filed contemporaneously herewith, the Debtors conducted a process to 

gauge third-party interest in providing debtor-in-possession financing, ultimately concluding that 

such third-party financing could not be obtained and would not be on terms as favorable as those 

provided by the Backstoppers.  In sum, the Proposed DIP Financing will give the Debtors 

sufficient liquidity to stabilize their operations and fund the administration of these chapter 11 

cases as the Debtors’ seek to implement the restructuring embodied in the RSA and Term Sheet.   

89. The RSA provides for the reorganization of the Debtors as a going concern with a 

completely deleveraged capital structure and sufficient liquidity to fund the Debtors’ postpetition 

business plan.  The key element of the reorganization contemplated by the RSA is the 

elimination of substantially all of the Debtors’ pre- and postpetition funded debt obligations 

through a debt-to-equity conversion, whereby the lenders under the Proposed DIP Financing, the 

Second Lien Lenders, and the 9.75% Noteholders will become the new common equity owners 

of the reorganized Debtors.  Significantly, the Debtors anticipate that vendors and trade creditors 
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will receive a significant recovery in cash on account of their claims, subject to certain 

conditions.  Generally, the RSA contemplates the following recoveries to holders of claims 

against and interests in the Debtors: 

• payment in full of all administrative and priority claims in cash at 
emergence; 

• conversion of the Proposed DIP Financing obligations to approximately 
28.8 percent of new common equity in the reorganized Debtors (the “New 
Common Equity”);  

• payment of the Bridge Financing Facility in full and in cash with proceeds 
of the Proposed DIP Financing, upon entry of the Final DIP Order; 

• conversion of the Second Lien Term Loan obligations to approximately 
36.87 percent of the New Common Equity, exclusive of New Common 
Equity distributed to holders of claims under the Proposed DIP Financing 
who are also holders of claims under the Second Lien Term Loan; 

• conversion of the 9.75% Notes into approximately 31.33 percent of the 
New Common Equity, exclusive of New Common Equity distributed to 
holders of claims under the Proposed DIP Financing who are also holders 
of claims under the 9.75% Notes; 

• reinstatement of all other secured debt, including the Equipment and Real 
Estate Notes; 

• holders of general unsecured claims currently intended to receive a 
blended recovery of approximately 80 percent, to be paid in cash, through 
a combination of payments to be made pursuant to various Bankruptcy 
Court orders and a cash pool included in the plan of reorganization; and 

• cancellation of the Preferred Stock and the Common Shares.   

90. The RSA and Proposed DIP Financing seek to ensure that the Debtors move 

forward with the restructuring contemplated by the RSA, including the Term Sheet, as 

expeditiously as possible, with emergence occurring on or before April 15, 2016.  Moreover, the 

RSA Parties have agreed to vote their claims in favor of any plan of reorganization consistent 

with the terms embodied in the RSA and Term Sheet, so long as, among other things, the 
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Debtors are pursuing confirmation of such a plan on the following timeline set forth in the 

Proposed DIP Financing and RSA: 

• commencement of the chapter 11 cases on or before December 15, 2015; 

• entry of an interim order approving the Proposed DIP Financing on or 
before December 17, 2015; 

• filing of a motion to reject executory contracts and set procedures with 
regard to the determination of rejection damages on or before January 7, 
2016; 

• on or before January 7, 2016, the Debtors are to file (i) a plan of 
reorganization consistent with the RSA and Term Sheet; (ii) the disclosure 
statement with respect to such plan (the “Disclosure Statement”); (iii) a 
motion to approve the Disclosure Statement (the “Disclosure Statement 
Motion”); and (iv) a motion to assume the RSA (the “RSA Assumption 
Motion”); 

• entry of a final order approving the Proposed DIP Financing on or before 
January 15, 2016;  

• entry of an order approving the Disclosure Statement and the RSA 
Assumption Motion on or before February 12, 2016;  

• commencement of a hearing to confirm the plan of reorganization on or 
before March 28, 2016; 

• entry of an order confirming their plan of reorganization on or before 
April 1, 2016; and 

• effective date of the plan of reorganization on or before April 15, 2016.   

91. In sum, the Debtors believe that the restructuring embodied in the RSA and Term 

Sheet give the Debtors the best opportunity to withstand current adverse market conditions, 

generate sufficient liquidity to fund their operations, and maximize value for the benefit of their 

stakeholders.  Indeed, the total debt-to-equity conversion contemplated by the RSA and Term 

Sheet, which includes the conversion of the Proposed DIP Financing to equity, is virtually 

unheard of in the Debtors’ industry sector, particularly given current market conditions.  Based 
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on the foregoing, the Debtors have commenced these chapter 11 cases to implement their 

restructuring strategy and prevent further deterioration in the value of their business operations.   

VI. Relief Sought in the Debtors’ First Day Motions. 

92. Contemporaneously herewith, the Debtors have filed a number of First Day 

Motions16 in these chapter 11 cases seeking orders granting various forms of relief intended to 

stabilize the Debtors’ business operations, facilitate the efficient administration of these 

chapter 11 cases, and expedite a swift and smooth restructuring of the Debtors’ balance sheet.  I 

believe that the relief requested in the First Day Motions is necessary to allow the Debtors to 

operate with minimal disruption during the pendency of these chapter 11 cases.  A description of 

the relief requested in and the facts supporting each of the First Day Motions is set forth below. 

A. Debtors’ Motion for Entry of an Order (I) Directing Joint Administration of 
Chapter 11 Cases and (II) Granting Related Relief (“Joint Administration 
Motion”). 

93. Pursuant to the Joint Administration Motion, the Debtors request entry of an order 

(a) directing procedural consolidation and joint administration of these chapter 11 cases and 

(b) granting related relief, including the ability to add later filed cases to these chapter 11 cases.  

Given the integrated nature of the Debtors’ operations, joint administration of these chapter 11 

cases will provide significant administrative convenience without harming the substantive rights 

of any party in interest.   

94. Many of the motions, hearings, and orders in these chapter 11 cases will affect 

each and every Debtor entity.  For example, virtually all of the relief sought by the Debtors in the 

First Day Motions is sought on behalf of all of the Debtors.  The entry of an order directing joint 

administration of these chapter 11 cases will reduce fees and costs by avoiding duplicative filings 

                                                 
16  Capitalized terms used but not otherwise defined herein shall have the meanings ascribed to them in 

the respective First Day Motions. 
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and objections.  Joint administration of these chapter 11 cases, for procedural purposes only, 

under a single docket, will also ease the administrative burdens on the Court by allowing the 

Debtors’ cases to be administered as a single joint proceeding instead of 20 independent chapter 

11 cases.  Accordingly, on behalf of the Debtors, I respectfully submit that the Joint 

Administration Motion should be approved. 

B. Debtors’ Application for Entry of an Order (I) Authorizing and Approving 
the Appointment of Prime Clerk LLC as Claims and Noticing Agent and 
(II) Granting Related Relief (the “Claims Agent Application”). 

95. Pursuant to the Claims Agent Application, the Debtors seek entry of an order 

appointing Prime Clerk LLC as the Claims and Noticing Agent for the Debtors in their chapter 

11 cases, including assuming full responsibility for the distribution of notices and the 

maintenance, processing, and docketing of proofs of claim filed in the Debtors’ chapter 11 

cases.  Given the complexity of these chapter 11 cases and the number of creditors and other 

parties in interest involved in these chapter 11 cases, I believe that appointing Prime Clerk as the 

notice and claims agent in these chapter 11 cases will maximize the value of the Debtors’ estates 

for all its stakeholders. 

C. Debtors’ Motion for Entry of an Order (I) Authorizing the Debtors to File a 
Consolidated List of Creditors in Lieu of Submitting a Separate Mailing 
Matrix for Each Debtor (II) Authorizing the Debtors to Redact Certain 
Personal Identification Information for Individual Creditors, and 
(III) Granting Related Relief (the “Creditor Matrix Motion”). 

96. Pursuant to the Creditor Matrix Motion, the Debtors seek entry of an order 

(a) authorizing the Debtors to file a consolidated list of creditors in lieu of submitting separate 

mailing matrices for each Debtor and (b) authorizing the Debtors to redact certain personal 

identification information for individual creditors.  Because requiring the Debtors to segregate 

and convert their computerized records to a Debtor-specific creditor matrix format would be an 

unnecessarily burdensome task and result in duplicate mailings, I believe that the permitting the 
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Debtors to maintain a single consolidated list of creditors, in lieu of filing a separate creditor 

matrix for each Debtor, will maximize the value of the Debtors’ estates and is in the interests of 

all of the Debtors’ stakeholders. 

D. Debtors’ Motion for Entry of Interim and Final Orders (I) Authorizing the 
Debtors to (A) Continue to Operate their Cash Management System, 
(B) Honor Certain Prepetition Obligations Related Thereto, (C) Maintain 
Existing Business Forms, and (D) Continue to Perform Intercompany 
Transactions, (II) Granting Superpriority Administrative Expense Status to 
Postpetition Intercompany Balances, and (III) Granting Related Relief  
(“Cash Management Motion”). 

97. Pursuant to the Cash Management Motion, the Debtors seek entry of an order (I) 

authorizing the Debtors to (a) continue to operate their cash management system; (b) honor 

certain prepetition obligations related thereto; (c) maintain existing business forms in the 

ordinary course of business; and (d) continue to perform intercompany transactions consistent 

with historical practice; (II) granting superpriority administrative expense status to postpetition 

intercompany claims; and (III) granting related relief. 

98. The Cash Management System is comparable to the centralized cash management 

systems used by similarly situated companies to manage the cash of operating units in a cost-

effective, efficient manner.  The Debtors use the Cash Management System in the ordinary 

course of their businesses to collect, transfer, and disburse funds generated from their operations 

and to facilitate cash monitoring, forecasting, and reporting.  The Debtors’ treasury department 

maintains daily oversight over the Cash Management System and implements cash management 

controls for entering, processing, and releasing funds, including in connection with intercompany 

transactions.  Additionally, the Debtors’ corporate accounting department regularly reconciles 

the Debtors’ books and records to ensure that all transfers are accounted for properly. 

99. I believe that the continuation of the Debtors’ Cash Management System is 

essential to the Debtors’ business and any disruption in the Debtors’ use of the Cash 
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Management System would severely disrupt, if not cripple, the Debtors’ business.  I believe that 

the relief requested in the Cash Management Motion is in the best interests of the Debtors’ 

estates, their creditors, and all other parties in interest, and will enable the Debtors to continue to 

operate their business in chapter 11.  Accordingly, on behalf of the Debtors, I respectfully submit 

that the Cash Management Motion should be approved. 

E. Debtors’ Motion for Entry of Interim and Final Orders (I) Authorizing the 
Debtors to (A) Pay Prepetition Wages, Salaries, Other Compensation, and 
Reimbursable Expenses and (B)  Continue Employee Benefits Programs, and 
(II) Granting Related Relief (“Wages Motion”). 

100. Pursuant to the Wages Motion, the Debtors seek entry of interim and final orders 

(a) authorizing the Debtors to (i) pay prepetition wages, salaries, other compensation, 

reimbursable expenses, and director obligations and (ii) continue employee benefits programs in 

the ordinary course of business, including payment of certain prepetition obligations related 

thereto; and (b) granting related relief.   

101. As of the Petition Date, the Debtors employ approximately 352 Employees in the 

aggregate.  In addition, the Debtors also retain approximately 16 Independent Contractors and 

Temporary Staff in the aggregate.  The Independent Contractors and Temporary Staff are a 

critical supplement to the efforts of the Debtors’ Employees.  In addition, as described above, 

approximately 70 of the Employees are nominally employed by Debtor MH Services, but 

primarily provide services to EHH pursuant to the EHH Services Agreement (the “Shared 

Employees”).  Payment of Employee Benefits and Compensation to Shared Employees has 

historically imposed no net costs to the Debtors.  The vast majority of Employees rely 

exclusively on their compensation and benefits to pay their daily living expenses and support 

their families, and will be exposed to significant financial constraints if the Debtors are not 
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permitted to continue paying compensation, provide employee benefits, and maintain existing 

programs. 

102. The Debtors seek to minimize the personal hardship the Employees would suffer 

if employee obligations are not paid when due or as expected.  The Debtors are seeking authority 

to pay and honor certain prepetition claims relating to, among other things, wages, salaries, 

expense reimbursements, director obligations, and other compensation, payroll services, federal 

and state withholding taxes and other amounts withheld (including garnishments, Employees’ 

share of insurance premiums, taxes, and 401(k) contributions), health insurance, retirement 

benefits, workers’ compensation benefits, paid time off, other paid leave, unpaid leave, life and 

accidental death and dismemberment insurance, short- and long-term disability coverage, 

employee assistance, and other benefits that the Debtors have historically directly or indirectly 

provided to the Employees in the ordinary course of business and as further described in the 

Wages Motion.   

103. I believe that the Employees provide the Debtors with services necessary to 

conduct the Debtors’ business, and the Debtors believe that absent the payment of the Employee 

Compensation and Benefits owed to the Employees, the Debtors may experience Employee 

turnover and instability at this critical time in these chapter 11 cases.  Additionally, I understand 

that a significant portion of the value of the Debtors’ business is tied to their workforce, which 

cannot be replaced without significant efforts—which efforts may not be successful given the 

overhang of these chapter 11 cases.  I therefore believe that payment of certain prepetition 

obligations with respect to the Employee Compensation and Benefits is a necessary and critical 

element of the Debtors’ efforts to preserve value and will give the Debtors the greatest likelihood 
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of retention of their Employees as the Debtors seek to operate their business in these chapter 11 

cases. 

F. Debtors’ Motion for Entry of Interim and Final Orders (I) Approving the 
Debtors’ Proposed Adequate Assurance of Payment for Future Utility 
Services, (II) Prohibiting Utility Companies from Altering, Refusing, or 
Discontinuing Services, (III) Approving the Debtors’ Proposed Procedures 
for Resolving Adequate Assurance Requests, and (IV) Granting Related 
Relief (“Utilities Motion”). 

104. Pursuant to the Utilities Motion, the Debtors seek entry of interim and final orders 

(a) approving the Debtors’ Proposed Adequate Assurance of payment for future utility services; 

(b) prohibiting Utility Companies from altering, refusing, or discontinuing services; and 

(c) approving the Debtors’ proposed procedures for resolving Additional Assurance Requests, 

and (d) granting related relief. 

105. In connection with the operation of their businesses and management of their 

properties, the Debtors obtain electricity, natural gas, propane, telecommunications, water, waste 

management (including sewer and trash), internet, cable, and other similar services from a 

number of utility companies or brokers.  On average, the Debtors pay approximately $101,000 

each month for third party Utility Services, calculated as a historical average from the twelve-

month period ended October 31, 2015.  Three Utility Companies hold deposits of approximately 

$250, $696 and $9,850 from the Debtors. 

106. Preserving Utility Services on an uninterrupted basis is essential to the Debtors’ 

ongoing operations and, therefore, to the success of their reorganization.  Indeed, any 

interruption in Utility Services, even for a brief period of time, would disrupt the Debtors’ ability 

to continue operations and explore and produce oil and gas.  I believe this disruption would 

adversely impact customer relationships and result in a decline in the Debtors’ revenues and 

profits.  Such a result could seriously jeopardize the Debtors’ reorganization efforts and, 
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ultimately, value and creditor recoveries.  It is critical, therefore, that Utility Services continue 

uninterrupted during these chapter 11 cases.   

G. Debtors’ Motion for Entry of Interim and Final Orders (I) Authorizing 
Payment of (A) Mineral Payments and (B) Working Interest Disbursements 
and (II) Granting Related Relief (“Royalty Payments Motion”). 

107. Pursuant to the Royalty Payments Motion, the Debtors seek entry of interim and 

final orders authorizing the Debtors to pay or apply in the ordinary course of business, any and 

all amounts owed to Mineral Payees and Working Interest Holders in the ordinary course of 

business, whether such obligations were incurred prepetition or will be incurred postpetition, in 

an aggregate amount up to $2 million on an interim basis and $9.6 million on a final basis.  For 

the reasons set forth below, I believe that the relief requested in the Royalty Payments Motion is 

in the best interests of the Debtors’ estates, their creditors, and all other parties in interest, and 

will enable the Debtors to continue to operate their business in the ordinary course without 

disruption.   

108. The Debtors have Working Interests in approximately 2,562 Oil and Gas 

Properties.  On average, during the twelve months preceding the Petition Date, the Debtors 

generated approximately $11.5 million of revenue each month on account of their Working 

Interests.  The Debtors’ Working Interests generally are subject to various types of Interest 

Burdens. 

109. It is my understanding that in many of the states in which the Debtors have 

Working Interests, Interests Burdens are interests in real property and the Debtors have no 

equitable interest in such property.  The Debtors take possession of the proceeds from the 

Mineral Payees’ share of oil and gas production because they market and sell the oil and gas 

production on behalf of the Mineral Payees prior to remitting the Mineral Payments to them. 
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110. The Debtors estimate that, as of the Petition Date, there is approximately 

$8.5 million in as-yet unpaid Mineral Payments that are due to be paid over the next 60–90 days, 

including approximately $1.6 million in such payments due in the next thirty days.17 

111. The Debtors are the Operators for a number of their Oil and Gas Leases, many 

under Joint Operating Agreements with other parties.  I understand that, as an Operator, the 

Debtors are responsible for making Working Interest Disbursements and that failure to timely do 

so could expose the Debtors to statutory enforcement mechanisms or other contractual remedies 

under the applicable Joint Operating Agreement.  Further, the Working Interest Disbursements 

held by the Debtors prior to remittance to the appropriate Working Interest holders may not be 

property of the Debtors’ estates.  I understand that as of the Petition Date, the Debtors estimate 

that they have approximately $1.1 million of Working Interest Disbursements outstanding, 

including approximately $383,000 in such disbursements due in the next thirty days.  Of the 

$1.1 million Working Interest Disbursements currently outstanding, approximately $120,000 of 

such Working Interest Disbursements will be set-off in the ordinary course of business against 

Joint Interest Billings owed to the Debtors by third parties. 

112. I believe that failure to pay the Mineral Payments and Working Interest 

Disbursements could materially jeopardize the Debtors’ production ability and reliability.  

Failing to pay the Mineral Payments and Working Interest Disbursements would have a 

devastating impact on the Debtors’ operations and would undoubtedly force the Debtors to spend 

                                                 
17  Included in this amount is approximately $4.2 million of “suspended funds” (the “Suspended 

Funds”).  The Suspended Funds represent amounts that are due and owing to certain Mineral Payees 
but are otherwise unpayable for a variety of reasons, including incorrect contact information, 
unmarketable title, and ongoing disputes over ownership of the underlying interest. Subject to 
applicable laws, when and to the extent the Debtors are provided evidence or sufficient notice that the 
issue preventing payment of the Suspended Funds to a particular Mineral Payee is resolved, the 
Debtors release the Suspended Funds in question.   
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significant time and resources resolving disputes with the very parties on whom they depend.  If 

the relationships established by the Debtors with the parties that are owed these payments are 

harmed, whether through non-payment or perceived difficulties of working with a chapter 11 

debtor, the Debtors may be unable to secure future opportunities with those parties and other 

third-parties may be unwilling to engage in new business with the Debtors going forward. If that 

were to occur, the negative impact on the Debtors’ business, estates, and creditors would be 

substantial.  Based on the foregoing, I believe that the relief requested in the Royalty Payments 

Motion is in the best interest of the Debtors, their estates, their creditors, and all parties in 

interest. 

H. Debtors’ Motion for Entry of Interim and Final Orders (I) Authorizing the 
Payment of (A) Operating Expenses, (B) Joint Interest Billings, 
(C) Marketing Expenses, (D) Shipping and Warehousing Claims, and 
(E) 503(b)(9) Claims, (II) Confirming Administrative Expense Priority of 
Outstanding Orders, and (III) Granting Related Relief (“Lien Claimants 
Motion”). 

113. Pursuant to the Lien Claimants Motion, the Debtors seek entry of interim and 

final orders (a) authorizing the Debtors to pay in the ordinary course of business all undisputed, 

liquidated, prepetition amounts owing on account of (i) Operating Expenses, (ii) Joint Interest 

Billings, (iii) Marketing Expenses, including amounts owing under its gas gathering agreement 

with Eureka Hunter Holdings, LLC, (iv) Shipping and Warehousing Claims, and (v) 503(b)(9) 

Claims, (b) confirming the administrative expense priority status of the Debtors’ undisputed 

obligations for the postpetition delivery of goods and services and authorizing payment of such 

obligations in the ordinary course of business; and (c) granting related relief.  I believe that the 

relief requested in the Lien Claimants Motion is in the best interests of the Debtors’ estates, their 

creditors, and all other parties in interest, and will enable the Debtors to continue to operate their 

business in the ordinary course without disruption.   
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114. The Debtors serve as the Operator for the majority of their producing wells and at 

the end of every calendar month, the Debtors generate and send a Joint Interest Billing to each 

holder of a Non-Op Working Interest in an oil and gas property operated by the Debtors.    The 

timing of JIB payments from Non-Op Working Interest holders can vary depending on the 

specific payment arrangement in place, but Non-Op Working Interest holders typically remit 

payment to the Debtors between thirty and sixty days after receiving their respective Joint 

Interest Billings.   

115. As of the Petition Date, the Debtors estimate that they have approximately 

$24.8 million of Operating Expenses outstanding, for which they will be reimbursed 

approximately $8 million by holders of Non-Op Working Interests.   

116. I understand that failure to pay the Operating Expenses when due could result in 

the Operator’s removal as Operator under a JOA or the perfection and/or enforcement of liens on 

the Debtors’ assets. As such, the Debtors revenues could be placed in jeopardy absent the relief 

requested.  Accordingly, the Debtors request approval to pay up to $12 million of the prepetition 

Operating Expenses on an interim basis, up to $18 million upon entry of the Final Order, and to 

continue paying Operating Expenses in the ordinary course of business on a postpetition basis. 

117. The Debtors also hold Non-Op Working Interests in many oil and gas properties.  

In such circumstances, a third party acts as Operator and is charged with the Daily Operations 

and the Operating Expenses associated therewith.  The Debtors’ primary responsibility with 

respect to their Non-Op Working Interests is to timely pay the Operators for their pro rata share 

of Operating Expenses through the Joint Interest Billing process.  As of the Petition Date, the 

Debtors estimate that they have approximately $6 million of prepetition Joint Interest Billings 

outstanding.  
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118. The Operator of an oil and gas property commonly is granted a contractual and/or 

statutory lien on Non-Op Working Interest holders’ interests in the oil and gas property to secure 

the payment of obligations owed to the Operator.  Specifically, similar to Lien Claimants, 

applicable state law often grants Operators statutory liens to secure obligations owed to the 

Operator on account of the Debtors’ interests in the oil and gas lease.  Operators would be able to 

assert liens against the Debtors and their interests in the relevant oil and gas properties if the 

Debtors failed to pay their pro rata share of Operating Expenses when due.  As such, failure to 

timely pay the Joint Interest Billings owing by the Debtors is likely to result in Operators 

asserting lien rights under applicable state laws on the Debtors’ interest in the Oil and Gas 

Leases or the production therefrom.  Accordingly, to preserve and protect their share of 

production from such oil and gas properties and to maintain their relationships with the 

applicable third party Operators, both during and after the pendency of these chapter 11 cases, 

the Debtors request approval to pay up to $4 million in prepetition Joint Interest Billings on an 

interim basis, up to $6 million upon entry of the Final Order, and to continue paying such Joint 

Interest Billings in the ordinary course of business on a postpetition basis.  

119. To effectively market or sell production from oil and gas properties operated by 

the Debtors, the Debtors, as Operator, will make Marketing Arrangements by which third parties 

will charge the Operator for the Marketing Expenses.  The Debtors similarly may incur 

Marketing Expenses on non-operated oil and gas properties where the Debtors make their own 

Marketing Arrangements by electing to take their production “in-kind,” separate and apart from 

the other Working Interest Holders rather than requesting that the third party Operator market the 

production associated with the Debtors’ Non-Op Working Interests in the Debtors’ behalf.  

Where the Debtors take their production in-kind, the Debtors similarly will incur Marketing 

Case 15-12533-KG    Doc 15    Filed 12/15/15    Page 57 of 67



 

58 
 

Expenses.  As of the Petition Date, the Debtors estimate that they have approximately $20 

million of prepetition Marketing Expenses outstanding.   

120. I understand that failure to pay the Marketing Expenses when due could result in 

counterparties to the Marketing Arrangements refusing to release production or revenues 

associated with the Marketed Production in their possession or refusing to accept delivery of 

additional Marketed Production.  In instances where delivery of Marketed Production is refused, 

the Debtors may be forced to shut-in a well.  Shutting in a well may have economic 

consequences to the Debtors beyond temporary cessation of production and revenue therefrom.  

The act of shutting in a well can trigger obligations to other interest holders in that well, 

including payment obligations or potential permanent forfeiture of the Debtors’ Working 

Interests under the terms of an Oil and Gas Lease.  Accordingly, to preserve and protect their 

relationships with the applicable Marketing Arrangement counterparties, both during and after 

the pendency of these chapter 11 cases, the Debtors request approval to pay up to $13.3 million 

in prepetition Marketing Expenses on an interim basis, up to $20 million upon entry of the Final 

Order, and to continue paying such Marketing Expenses in the ordinary course of business on a 

postpetition basis.  Included in this outstanding amount is as much as $11.35 million that may be 

owed to Eureka on account of the Eureka Services.18 

121. The Debtors also engage Shippers to transport or deliver Materials from a 

manufacturer to a storage yard, between a storage yard and an oil and gas property, between oil 

and gas properties, or between storage yards.  Additionally, while the Debtors own multiple 

                                                 
18  The Debtors do not concede the amount or validity of the Eureka Claims and the Debtors expressly 

reserve all rights to contest the Eureka Claims on any basis whatsoever.  In addition, the Debtors, 
Eureka, and NHIP expressly reserve all other rights with respect to any and all amounts that may be 
owed under the Gas Gathering Agreement, including with respect to cure in the event that the Debtors 
seek to assume the Gas Gathering Agreement. 
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storage yards, they rely on approximately four additional Warehousemen in the ordinary course 

of business to store Materials when not being used.  The Debtors pay the Warehousemen in 

arrears.  As of the Petition Date, the Debtors estimate that they have approximately $200,000 of 

prepetition Shipping and Warehousing Claims outstanding.   

122. Under most state laws, a Shipper or a Warehouseman may have a lien on the 

goods in its possession, which lien secures the charges or expenses incurred in connection with 

the transportation or storage of such goods.19  As a result, certain Shippers and Warehousemen 

may refuse to deliver or release gas, Materials, or other property in their possession or control, as 

applicable, before the Shipping and Warehousing Claims have been satisfied and their liens 

redeemed.  Accordingly, to continue using the Shippers’ and Warehousemen’s transportation and 

storage services and have access to the gas and Materials held or controlled thereby, the Debtors 

request approval to pay up to $130,000 in prepetition Shipping and Warehousing Claims on an 

interim basis, up to $200,000 upon entry of the Final Order, and to continue paying such 

Shipping and Warehousing Claims in the ordinary course of business on a postpetition basis. 

123. Additionally, the Debtors may have received goods from 503(b)(9) Claimants 

within the 20 days before the Petition Date. Many of the Debtors’ relationships with the 

503(b)(9) Claimants are not governed by long-term contracts.  As a result, a 503(b)(9) Claimant 

may refuse to supply new orders without payment of its prepetition claims.  The Debtors also 

believe certain 503(b)(9) Claimants could reduce the Debtors’ existing trade credit—or demand 

                                                 
19  The Debtors do not concede that any claimant described in the Lien Claimants Motion is a secured 

creditor and, in addition, do not concede any liens (contractual, common law, statutory, or otherwise) 
described in this motion are valid, and the Debtors expressly reserve the right to contest the extent, 
validity, and perfection of any and all such liens, and to seek avoidance thereof.  Moreover, all parties 
in interest reserve the right for any purpose whatsoever to assert in any other proceeding in these 
chapter 11 cases that such liens do not constitute valid, first priority liens, whether or not payments to 
holders of such liens have been made by the Debtors pursuant to the Lien Claimants Motion. 
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payment in cash on delivery—further exacerbating the Debtors’ limited liquidity.  Absent 

payment of the Section 503(b)(9) Claims at the outset of these chapter 11 cases—which I am 

advised merely accelerates the timing of payment and not the ultimate treatment of such 

claims—the Debtors could be denied access to the equipment and goods necessary to maintain 

the Debtors’ business operations.   

124. By the Lien Claimant Motion, the Debtors seek authority, but not direction, to pay 

up to $275,000 to the 503(b)(9) Claimants on account of their prepetition claims. 

125. Finally, the Debtors may have placed Outstanding Orders for goods that will not 

be delivered until after the Petition Date.  To avoid becoming general unsecured creditors of the 

Debtors’ estates with respect to such goods, certain suppliers may refuse to ship or transport such 

goods (or may recall such shipments) with respect to such Outstanding Orders unless the Debtors 

issue substitute purchase orders postpetition.  To prevent any disruption to the Debtors’ business 

operations, the Debtors seek an order (a) granting administrative expense priority under 

section 503(b) of the Bankruptcy Code to all undisputed obligations of the Debtors arising from 

the postpetition acceptance of goods subject to Outstanding Orders and (b) authorizing the 

Debtors to satisfy such obligations in the ordinary course of business. 

I. Debtors’ Motion for Entry of Interim and Final Orders Authorizing the 
Debtors to (I) Continue Insurance Coverage Entered Into Prepetition and 
Satisfy Prepetition Obligations Related Thereto, (II) Renew, Amend, 
Supplement, Extend, or Purchase Insurance Policies, (III) Honor the Terms 
of Their Premium Financing Agreement and Pay Premiums Thereunder, 
(IV) Enter Into New Premium Financing Agreements in the Ordinary 
Course of Business, and (V) Granting Related Relief (“Insurance Motion”). 

126. Pursuant to the Insurance Motion, the Debtors seek entry of interim and final 

orders authorizing the Debtors to:  (a) continue existing insurance coverage entered into 

prepetition and satisfy payment obligations related thereto; (b) renew, amend, supplement, 

extend, or purchase insurance coverage in the ordinary course of business; (c) honor the terms of 
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the Premium Financing Agreement and pay premiums thereunder; (d) enter into new premium 

financing agreements in the ordinary course of business; and (e) granting related relief.   

127. In the ordinary course of business, the Debtors maintain 24 Insurance Policies that 

are administered by multiple third-party Insurance Carriers.  The Insurance Policies provide 

coverage for, among other things, the Debtors’ property, general liability, automobile liability, 

workers’ compensation, cargo, energy liability, pollution liability, trip travel liability, umbrella 

coverage, excess liability, flood coverage, directors and officers liability and directors and 

officers runoff coverage.  Some, but not all, of the Insurance Policies are financed through the 

Premium Financing Agreement.  With respect to the Insurance Policies not covered by the 

Premium Financing Agreement, the Debtors prepay the entire yearly premium on or around the 

start date of each policy period.  The Debtors seek authority to pay up to  

$1 million on account of the Premium Financing Agreement and to continue honoring any 

amounts on account of the Insurance Policies or the Premium Financing Agreement in the 

ordinary course of business to ensure uninterrupted coverage under their Insurance Policies.   

128. The Debtors obtain the majority of their Insurance Policies through their 

insurance broker, Aon Risk Services Southwest, Inc.   Out of an abundance of caution, the 

Debtors seek authority to honor any amounts owed to Aon to ensure uninterrupted coverage 

under their Insurance Policies.  JLT Specialty Insurance Services Inc. is broker of record with 

respect to the Debtors’ directors and officers insurance policies.  Out of an abundance of caution, 

however, the Debtors seek authority to honor any amounts owed to JLT to ensure uninterrupted 

coverage under their Insurance Policies. 

129. Continuation and renewal of the Insurance Policies and Premium Financing 

Agreement and entry into new insurance policies and premium financing agreements is essential 
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to preserving the value of the Debtors’ business, properties, and assets.  Moreover, in many 

cases, coverage provided by the Insurance Policies is required by the regulations, laws, and 

contracts that govern the Debtors’ commercial activities, including the requirements of the U.S. 

Trustee.  I believe that the relief requested in the Insurance Motion is in the best interests of the 

Debtors’ estates, their creditors, and all other parties in interest, and will enable the Debtors to 

continue to operate their business in chapter 11 without disruption.  Accordingly, on behalf of 

the Debtors, I respectfully submit that the Insurance Motion should be approved. 

J. Debtors’ Motion for Entry of Interim and Final Orders (I) Authorizing the 
Payment of Certain Prepetition Taxes and Fees and (II) Granting Related 
Relief (“Taxes Motion”). 

130. The Taxes Motion seeks the authority to remit and pay Taxes and Fees that 

accrued before the Petition Date and will become payable during the pendency of these cases in 

an aggregate amount not to exceed $5.3 million.  The Debtors also request that the Court 

authorize applicable financial institutions, when the Debtors so request, to receive, process, 

honor, and pay any and all checks or electronic payment requests in respect of the Taxes and 

Fees. 

131. In the ordinary course of business, the Debtors collect, withhold, and incur sales, 

use, income, franchise, severance, and property taxes, as well as environmental and business 

fees, as more fully described in the Taxes Motion.  The Debtors estimate that approximately $5.3 

million in Taxes and Fees relating to the prepetition period will become due and owing to the 

Authorities after the Petition Date, and approximately $826,000 of this amount will become due 

and owing within 30 days of the Petition Date.  Payment of the Taxes and Fees is critical to the 

Debtors’ continued and uninterrupted operations.  The Debtors’ failure to pay prepetition Taxes 

and Fees may cause the Authorities to take precipitous action, including, but not limited to, 

conducting audits, filing liens, preventing the Debtors from doing business in certain 
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jurisdictions, seeking to lift the automatic stay, or pursuing payment of the Taxes and Fees from 

the Debtors’ officers and directors, all of which would greatly disrupt the Debtors’ operations 

and ability to focus on their reorganization efforts. 

132. I believe that the relief requested in the Taxes Motion is in the best interests of the 

Debtors’ estates, their creditors, and all other parties in interest, and will enable the Debtors to 

continue to operate their business in chapter 11 without disruption.  Accordingly, on behalf of 

the Debtors, I respectfully submit that the Taxes Motion should be approved. 

K. Debtors’ Motion for Entry of Interim and Final Orders (I) Approving 
Notification and Hearing Procedures for Certain Transfers of Common 
Stock and Preferred Stock and (II) Granting Related Relief (“Equity 
Trading Motion”). 

133. Pursuant to the Equity Trading Motion, the Debtors seek entry of orders 

(a) approving the procedures related to certain transfers of Common Stock and any class of 

Preferred Stock, (b) directing that any purchase, sale, or other transfer of Common Stock or any 

class of Preferred Stock in violation of the procedures shall be null and void ab initio, and 

(c) granting related relief.  In addition, the Debtors request that the Court schedule a final hearing 

to consider approval of the Equity Trading Motion on a final basis.   

134. As of the December 31, 2014, the Debtors estimate that they have NOLs in the 

amount of approximately $642 million and Capital Losses in the amount of approximately $204 

million, translating to potential future tax savings of approximately $320 million.  I understand 

that these Tax Attributes are of significant value to the Debtors and their estates because the 

Debtors can carry forward the Tax Attributes to offset their future taxable income for up to 20 

years, thereby reducing their future aggregate tax obligations.  In addition, such Tax Attributes 

may be utilized by the Debtors to offset any taxable income generated by transactions 

consummated during these chapter 11 cases.  The termination or limitation of the Tax Attributes 
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could be materially detrimental to all parties in interest.  The value of the Tax Attributes will 

inure to the benefit of all of the Debtors’ stakeholders. 

135. The Tax Attributes are a key asset of the Debtors’ estates and essential to the 

Debtors’ restructuring.  The loss of the Tax Attributes would therefore cause immediate and 

irreparable harm to the Debtors’ estates.  The Procedures are the mechanism by which the 

Debtors will monitor and object to certain transfers of Common Stock or any class of Preferred 

Stock to ensure preservation of the Tax Attributes.  I further believe that the Procedures and 

other relief requested in the Equity Trading Motion are critical for maximizing estate value and 

will help ensure a meaningful recovery for creditors.  If no restrictions on trading are imposed as 

requested in the Equity Trading Motion, such trading or deductions could severely limit or even 

eliminate the Debtors’ ability to utilize the Tax Attributes.  I believe that the loss of these 

valuable estate assets could lead to significant negative consequences for the Debtors, their 

estates, their stakeholders, and the overall reorganization process.  Accordingly, on behalf of the 

Debtors, I respectfully submit the Court should grant the relief requested in the Equity Trading 

Motion. 

L. Debtors’ Motion for Entry of an Order (I) Establishing a Record Date for 
Notice and Sell-Down Procedures for Trading in Certain Claims against the 
Debtors’ Estates and (II) Granting Related Relief (“Claims Trading 
Motion”). 

136. Pursuant to the Claims Trading Motion, the Debtors seek entry of an order:  

(a) establishing the Record Date for notice and sell-down procedures for trading in certain claims 

against the Debtors’ estates in order to preserve the Debtors’ ability to formulate a plan of 

reorganization that maximizes the use of their Tax Attributes; and (b) granting related relief. 

137. As of December 31, 2014, the Debtors estimate that they have NOLs in the 

amount of approximately $642 and Capital Losses in the amount of approximately  
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$204 million, translating to potential future tax savings of approximately $320 million.  The Tax 

Attributes are thus extremely valuable to the Debtors because the Debtors can carry forward their 

Tax Attributes to offset their future taxable income for up to 20 years, thereby reducing their 

future aggregate tax obligations.  In addition, such Tax Attributes may be utilized by the Debtors 

to offset any taxable income generated by transactions consummated during these chapter 11 

cases.  Failure to preserve such assets could cause the Debtors’ estates to suffer a significant tax 

liability to the detriment of stakeholder interests. 

138. The Tax Attributes are a key asset of the Debtors’ estates and essential to the 

Debtors’ restructuring.  The loss of the Tax Attributes would therefore cause immediate and 

irreparable harm to the Debtors’ estates.  I believe that the relief requested in the Claims Trading 

Motion is critical for maximizing estate value and will help ensure a meaningful recovery for 

creditors.  Accordingly, on behalf of the Debtors, I respectfully submit the Court should grant the 

relief requested in the Claims Trading Motion. 

M. Debtors’ Motion for Entry of an Order (I) Approving Continuation of Surety 
Bond Program and (II) Granting Related Relief (“Surety Bond Motion”). 

139. Pursuant to the Surety Bond Motion, the Debtors seek entry of an order 

authorizing the Debtors to continue and renew their Surety Bond Program on an uninterrupted 

basis, including paying bond premiums as they come due, providing the Sureties with collateral, 

renewing or potentially acquiring additional bonding capacity as needed in the ordinary course of 

their business, and executing other agreements, as needed, in connection with the Surety Bond 

Program. 

140. In the ordinary course of business, the Debtors are required to provide surety 

bonds to certain third parties, often governmental units or other public agencies, to secure the 

Debtors’ payment or performance of certain obligations.  These obligations relate to, among 
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other things:  (a) plugging and abandonment obligations, (b) environmental obligations, (c) lease 

obligations, and (d) road damage obligations.  Often, statutes or ordinances require the Debtors 

to post surety bonds to secure these obligations.  As such, failures to provide, maintain, or timely 

replace their surety bonds may prevent the Debtors from undertaking essential functions related 

to their operations and their ability to produce existing oil and gas wells.  To continue their 

business operations during the reorganization, the Debtors must be able to provide financial 

assurances to local governments, regulatory agencies, and other third parties.  This in turn 

requires the Debtors to maintain the existing Surety Bond Program and potentially to acquire 

additional bonding capacity as needed in the ordinary course of the Debtors’ business. 

141. Continuing the Surety Bond Program is thus necessary to maintain the Debtors’ 

current terms and existing relationships with their Sureties.  Based on the Debtors’ current 

circumstances, I do not believe that it is likely that the Debtors will be able to renew, or obtain 

replacement of, existing bonds on terms more favorable than those offered by the Sureties.  The 

process of establishing a new surety bond program, moreover, would be burdensome to the 

Debtors, and it is doubtful that the Debtors could replace all of the surety bonds in time to avoid 

defaults or other consequences of the applicable obligations. 

142. I believe that the relief requested in the Surety Bond Motion is in the best interests 

of the Debtors’ estates, their creditors, and all other parties in interest, and will enable the 

Debtors to continue to operate their business in chapter 11 without disruption.  Accordingly, on 

behalf of the Debtors, I respectfully submit that the relief requested in the Surety Bond Motion 

should be granted. 
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EXECUTION VERSION 
 

KE 38129557 

MAGNUM HUNTER RESOURCES CORP. 

RESTRUCTURING SUPPORT AGREEMENT 

December 15, 2015 

 

This Restructuring Support Agreement (together with the exhibits and schedules attached 
hereto, which includes, without limitation, the Term Sheet (as defined below) attached hereto as 
Exhibit A, as each may be amended, restated, supplemented, or otherwise modified from time to 
time in accordance with the terms hereof, this “Agreement”),1 dated as of December 15, 2015, is 
entered into by and among:  (i) Magnum Hunter Resources Corporation (“MHRC”); Alpha 
Hunter Drilling, LLC; Bakken Hunter, LLC; Bakken Hunter Canada, Inc.; Energy Hunter 
Securities, Inc.; Hunter Aviation, LLC; Hunter Real Estate, LLC; Magnum Hunter Marketing, 
LLC; Magnum Hunter Production, Inc.; Magnum Hunter Resources GP, LLC; Magnum Hunter 
Resources, LP; Magnum Hunter Services, LLC; NGAS Gathering, LLC; NGAS Hunter, LLC; 
PRC Williston LLC; Shale Hunter, LLC; Triad Holdings, LLC; Triad Hunter, LLC; Viking 
International Resources Co., Inc.; and Williston Hunter ND, LLC (such subsidiaries and MHRC, 
each a “Debtor” and, collectively, the “Debtors”)2; (ii) certain of the Second Lien Lenders and 
Noteholders (collectively, in their capacity as lenders under the Bridge Financing Facility, the 
“Bridge Financing Lenders”) party to those certain Sixth and Seventh Amendments to the Fourth 
Amended and Restated Credit Agreement, dated as of October 22, 2014, by and among MHRC, 
each of the guarantors party thereto, and the lenders and agents from time-to-time party thereto, 
which Sixth and Seventh Amendments are dated as of November 3, 2015, and November 30, 
2015, respectively (such amendments, as amended, restated, modified, supplemented, or replaced 
from time to time prior to the Petition Date, the “Bridge Financing Facility”) that are (and any 
Bridge Financing Lender that may become in accordance with Section 11 and/or Section 12 
hereof) signatories hereto (collectively, the “Consenting Bridge Financing Lenders”); (iii) the 
lenders party to that certain Second Lien Credit Agreement, dated as of October 22, 2014 (as 
amended, restated, modified, supplemented, or replaced from time to time prior to the Petition 
Date, the “Second Lien Credit Facility”), by and among MHRC, each of the guarantors party 
thereto, Credit Suisse AG, Cayman Islands Branch, as administrative agent and collateral agent, 
and the lenders party thereto (the “Second Lien Lenders”) that are (and any Second Lien Lender 
that may become in accordance with Section 11 and/or Section 12 hereof) signatories hereto 
(collectively, the “Consenting Second Lien Lenders”); (iv) the holders of notes (the 
“Noteholders”) issued pursuant to that certain Indenture, dated as of May 16, 2012 (as amended, 
restated, modified, supplemented, or replaced from time to time prior to the Petition Date, the 
“Indenture”), for the 9.750% Senior Notes Due 2020 among MHRC, each of the guarantors party 
thereto, Wilmington Trust, National Association, as trustee, and Citibank, N.A., as paying agent, 

                                                 
1  Unless otherwise noted, capitalized terms used but not immediately defined herein shall have the meanings 

ascribed to them at a later point in this Agreement. 

2  Until the occurrence of the Termination Date, every entity that is a debtor in the Chapter 11 Cases shall be a 
party to this Agreement. 
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registrar, and authenticating agent that are (and any Noteholder that may become in accordance 
with Section 11 and/or Section 12 hereof) signatories hereto (collectively, the “Consenting 
Noteholders”) and (v) the holders of claims under the DIP Credit Agreement (the “DIP 
Lenders”) that are (and any DIP Lender that may become in accordance with Section 11 and/or 
Section 12 hereof) signatories hereto (collectively, the “Consenting DIP Lenders,” and, together 
with the Consenting Bridge Financing Lenders, the Consenting Second Lien Lenders, and the 
Consenting Noteholders, the “Restructuring Support Parties”).  This Agreement collectively 
refers to the Debtors and the Restructuring Support Parties as the “Parties” and each individually 
as a “Party.” 

RECITALS 

WHEREAS, the Parties have engaged in good faith, arm’s-length negotiations regarding 
restructuring transactions (the “Restructuring Transactions”) pursuant to the terms and conditions 
set forth in this Agreement, including a joint pre-arranged plan of reorganization for the Debtors 
on terms consistent with the restructuring term sheet attached hereto as Exhibit A (the “Term 
Sheet”) and incorporated herein by reference pursuant to Section 2 hereof (as may be amended, 
restated, supplemented, or otherwise modified from time to time in accordance with this 
Agreement, the “Plan”)3; 

WHEREAS, it is anticipated that the Restructuring Transactions will be implemented 
through jointly-administered voluntary cases commenced by the Debtors (the “Chapter 11 
Cases”) under chapter 11 of title 11 of the United States Code, 11 U.S.C. §§ 101–1532 (as 
amended, the “Bankruptcy Code”), in the United States Bankruptcy Court for the District of 
Delaware (the “Bankruptcy Court”), pursuant to the Plan, which will be filed by the Debtors in 
the Chapter 11 Cases; and  

WHEREAS, the Consenting Second Lien Lenders and the Consenting Noteholders have 
agreed to provide debtor-in-possession financing to the Debtors during the pendency of the 
Chapter 11 Cases pursuant to the terms and conditions set forth in the Term Sheet (in their 
capacity as such, the “DIP Lenders”). 

NOW, THEREFORE, in consideration of the promises, mutual covenants, and 
agreements set forth herein, and for other good and valuable consideration, the receipt and 
sufficiency of which are hereby acknowledged, each of the Parties, intending to be legally 
bound, hereby agrees as follows: 

AGREEMENT 

1. RSA Effective Date.  This Agreement shall become effective, and the obligations 
contained herein shall become binding upon the Parties, upon the first date (such date, the “RSA 
Effective Date”) that this Agreement has been executed by all of the following:  (a) each Debtor; 
(b) Consenting Bridge Financing Lenders (i) holding, in excess of 90% in principal amount 
outstanding of all claims against the Debtors arising on account of the Bridge Financing Facility 
                                                 
3  The Plan shall be filed in accordance with the Milestones (as defined below) set forth in Section 4 of this 

Agreement. 
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(the “Bridge Financing Claims”) and (ii) comprising, in aggregate, at least one half in number of 
all Bridge Financing Lenders; (c) Consenting Second Lien Lenders holding, in aggregate, at least 
66.5% in principal amount outstanding of all claims against the Debtors arising on account of the 
Second Lien Credit Facility (the “Second Lien Claims”); and (d) Consenting Noteholders 
holding, in aggregate, approximately 79% in principal amount outstanding of all claims against 
the Debtors arising on account of the Indenture (the “Note Claims”).  In addition, the Consenting 
Noteholders hold, in the aggregate, approximately 6% in principal amount of the Second Lien 
Claims. 

2. Exhibits and Schedules Incorporated by Reference.  Each of the exhibits attached 
hereto and any schedules to such exhibits (collectively, the “Exhibits and Schedules”) is 
expressly incorporated herein and made a part of this Agreement, and all references to this 
Agreement shall include the Exhibits and Schedules.  In the event of any inconsistency between 
this Agreement (without reference to the Exhibits and Schedules) and the Exhibits and 
Schedules, this Agreement (without reference to the Exhibits and Schedules) shall govern. 

3. Definitive Documentation.  The definitive documents and agreements (the 
“Definitive Documentation”) governing the Restructuring Transactions shall include every order 
entered by the Bankruptcy Court, and every pleading, motion, proposed order, or document filed 
by the Debtors at any point prior to the Termination Date including, without limitation:  (a) the 
Plan (and all exhibits thereto) and the confirmation order with respect to the Plan (the 
“Confirmation Order”); (b) the related disclosure statement (and all exhibits thereto) with respect 
to the Plan (the “Disclosure Statement”); (c) the solicitation materials with respect to the Plan 
(collectively, the “Solicitation Materials”); (d) the Interim DIP Order and the Final DIP Order 
(each as defined in the Term Sheet) (collectively, the “DIP Orders”) and related credit agreement 
and other loan documents (the “DIP Credit Agreement”); (e) the Exit Facility (as defined in the 
Term Sheet) and related credit agreement; and (f) any documents or agreements in connection 
with the reorganized Debtors, including any shareholders’ agreements, certificates of 
incorporation, etc.  The Definitive Documentation identified in the foregoing sentence remains 
subject to negotiation and shall, upon completion, contain terms, conditions, representations, 
warranties, and covenants consistent with the terms of this Agreement, including consistent with 
the consent rights set forth in the Term Sheet.  Any document that is included within the 
definition of “Definitive Documentation,” including any amendment, supplement, or 
modification thereof, shall be defined to be in a form and substance satisfactory to each of the 
Noteholder Backstoppers and the Second Lien Backstoppers. 

4. Milestones.  As provided in and subject to Section 6, the Debtors shall implement 
the Restructuring Transactions on the following timeline (each deadline, a “Milestone”): 

(a) no later than December 15, 2015, the Debtors shall commence the Chapter 
11 Cases by filing bankruptcy petitions with the Bankruptcy Court (such 
filing date, the “Petition Date”); 

(b) on the Petition Date, the Debtors shall file with the Bankruptcy Court a 
motion seeking entry of the Interim DIP Order and the Final DIP Order; 
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(c) no later than December 17, 2015, the Bankruptcy Court shall have entered 
the Interim DIP Order; 

(d) no later than January 7, 2016, the Debtors shall file with the Bankruptcy 
Court a motion to reject executory contracts and set procedures with 
regard to the determination of rejection damages; 

(e) no later than January 7, 2016, the Debtors shall file with the Bankruptcy 
Court: (i) the Plan; (ii) the Disclosure Statement; and (iii) a motion (the 
“Disclosure Statement and Solicitation Motion”) seeking, among other 
things, (A) approval of the Disclosure Statement, (B) approval of 
procedures for soliciting, receiving, and tabulating votes on the Plan and 
for filing objections to the Plan, and (C) to schedule the hearing to 
consider confirmation of the Plan (the “Confirmation Hearing”); and (iii) a 
motion seeking to assume this Agreement (the “RSA Assumption 
Motion”); 

(f) no later than January 15, 2016, the Bankruptcy Court shall have entered 
the Final DIP Order; 

(g) no later than February 12, 2016, (i) the Bankruptcy Court shall have 
entered (x) an order approving the Disclosure Statement and the relief 
requested in the Disclosure Statement and Solicitation Motion and (y) an 
order authorizing the assumption of this Agreement (the “RSA 
Assumption Order”); and (ii) no later than four days after entry of the 
order approving the Disclosure Statement, the Debtors shall have 
commenced solicitation on the Plan by mailing the Solicitation Materials 
to parties eligible to vote on the Plan; 

(h) no later than March 28, 2016, the Bankruptcy Court shall have 
commenced the Confirmation Hearing; 

(i) no later than April 1, 2016, the Bankruptcy Court shall have entered the 
Confirmation Order; and 

(j) no later than April 15, 2016, the Debtors shall consummate the 
transactions contemplated by the Plan (the date of such consummation, the 
“Effective Date”), it being understood that the Debtors’ entry (as 
reorganized entities under the Plan) into the Exit Facility (as defined in the 
Term Sheet) and the satisfaction of the conditions precedent to the 
Effective Date (as set forth in the Exit Facility, the Plan, and the Term 
Sheet) shall be conditions precedent to the occurrence of the Effective 
Date. 

The Debtors may extend a Milestone with the express prior written consent of (i) Second 
Lien Backstoppers (as defined in the Term Sheet) holding 50.1% or more of the Second Lien 
Backstoppers’ aggregate DIP Financing commitment or their transferees pursuant to a valid 
transfer under this Agreement (“Majority Second Lien Backstoppers”); and (ii) Noteholder 
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Backstoppers holding 50.1% or more of the Noteholder Backstoppers’ aggregate DIP Financing 
commitment or their transferees pursuant to a valid transfer under this Agreement (“Majority 
Noteholder Backstoppers”). 

5. Commitment of Restructuring Support Parties.  Each Restructuring Support Party 
shall (severally and not jointly), solely as it remains the legal owner, beneficial owner, and/or 
investment advisor or manager of or with power and/or authority to bind any claims held by it, 
from the RSA Effective Date until the occurrence of a Termination Date (as defined in 
Section 10) applicable to such Restructuring Support Party: 

(a) support and cooperate with the Debtors to take all commercially 
reasonable actions necessary to consummate the Restructuring 
Transactions in accordance with the Plan and the terms and conditions of 
this Agreement and the Term Sheet (but without limiting consent and 
approval rights provided in this Agreement and the Definitive 
Documentation), including:  (i) voting all of its claims against, or interests 
in, as applicable, the Debtors now or hereafter owned by such 
Restructuring Support Party (or for which such Restructuring Support 
Party now or hereafter has voting control over) to accept the Plan in 
accordance with the applicable procedures set forth in the Disclosure 
Statement and the Solicitation Materials, as approved consistent with the 
Bankruptcy Code upon receipt of Solicitation Materials approved by the 
Bankruptcy Court; (ii) timely returning a duly-executed ballot in 
connection therewith; and (iii) not “opting out” of any releases under the 
Plan; 

(b) not withdraw, amend, or revoke (or cause to be withdrawn, amended, or 
revoked) its tender, consent, or vote with respect to the Plan; provided, 
however, that nothing in this Agreement shall prevent any Restructuring 
Support Party from withholding, amending, or revoking (or causing the 
same) its timely consent or vote with respect to the Plan if this Agreement 
is terminated with respect to such Restructuring Support Party; 

(c) not object to, delay, impede, or take any other action to interfere with the 
Restructuring Transactions, or propose, file, support, or vote for any 
restructuring, workout, or chapter 11 plan for any of the Debtors other 
than the Restructuring Transactions and the Plan; 

(d) not take any action (or encourage or instruct any other party to take any 
action) in respect of any potential, actual, or alleged occurrence of any 
“Default” or “Event of Default” under the Bridge Financing Facility, the 
Second Lien Credit Facility, and the Indenture or that would be triggered 
as a result of the commencement of the Chapter 11 Cases or the 
undertaking of any Debtor hereunder to implement the Restructuring 
Transactions through the Chapter 11 Cases; 
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(e) support and not object to, delay, impede, or interfere, directly or indirectly, 
with the entry by the Bankruptcy Court of the Interim DIP Order or the 
Final DIP Order, or propose, file or support, any use of cash collateral or 
debtor-in-possession financing other than as proposed in the Interim DIP 
Order and the Final DIP Order; and 

(f) not take any other action that is materially inconsistent with its obligations 
under this Agreement. 

Notwithstanding the foregoing, nothing in this Agreement and neither a vote to accept the 
Plan by any Restructuring Support Party nor the acceptance of the Plan by any Restructuring 
Support Party shall (w) be construed to prohibit any Restructuring Support Party from contesting 
whether any matter, fact, or thing is a breach of, or is inconsistent with, this Agreement or the 
Definitive Documentation, (x) be construed to prohibit any Restructuring Support Party from 
appearing as a party-in-interest in any matter to be adjudicated in the Chapter 11 Cases, so long 
as, from the RSA Effective Date until the occurrence of a Termination Date applicable to such 
Restructuring Support Party, such appearance and the positions advocated in connection 
therewith are not materially inconsistent with this Agreement and are not for the purpose of 
hindering, delaying, or preventing the consummation of the Restructuring Transactions, (y) 
affect the ability of any Restructuring Support Party to consult with other Restructuring Support 
Parties or the Debtors, or (z) impair or waive the rights of any Restructuring Support Party to 
assert or raise any objection permitted under this Agreement in connection with any hearing on 
confirmation of the Plan or in the Bankruptcy Court or prevent such Restructuring Support Party 
from enforcing this Agreement against the Debtors or any Restructuring Support Party.  In 
addition, nothing in this Section 5 shall require any Restructuring Support Party to incur any 
unanticipated expenses or indemnification obligations as a result of satisfying its obligations 
under this Agreement. 

6. Commitment of the Debtors. 

(a) Subject to Sub-Clause (b) below, each of the Debtors (i) agrees to 
(A) support and complete the Restructuring Transactions set forth in the 
Plan and this Agreement, (B) negotiate in good faith all Definitive 
Documentation that is subject to negotiation as of the RSA Effective Date 
and take any and all necessary and appropriate actions in furtherance of 
the Plan and this Agreement, and (C) make commercially reasonable 
efforts to complete the Restructuring Transactions set forth in the Plan in 
accordance with each Milestone set forth in Section 4 of this Agreement, 
and (ii) shall not undertake any action materially inconsistent with the 
adoption and implementation of the Plan and the speedy confirmation 
thereof, including, without limitation, filing any motion to reject this 
Agreement.  

(b) Notwithstanding anything to the contrary herein, nothing in this 
Agreement shall require the directors, officers, or managers of any Debtor 
(in such person’s capacity as a director, officer, or manager of such 
Debtor) to take any action, or to refrain from taking any action, that, after 
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receiving advice from counsel, is required to comply with such director’s, 
officer’s, or manager’s fiduciary obligations under applicable law. 

For the avoidance of doubt, nothing in this Section 6 shall be construed to limit or affect 
in any way (y) any Restructuring Support Party’s rights under this Agreement, including upon 
occurrence of any Termination Event or (z) the Debtors’ ability to engage in marketing efforts, 
discussions, and/or negotiations with any party regarding financing in the Chapter 11 Cases other 
than that provided for under the DIP Credit Agreement; provided, however, that to the extent the 
Debtors engage in any such marketing efforts, discussions, and/or negotiations, they shall 
provide updates (as frequently as reasonably requested by the Backstoppers) regarding such 
efforts including answering any and all information and diligence requests regarding such 
efforts, discussions, and/or negotiations.  In addition, and for the avoidance of doubt, nothing in 
this Agreement shall be construed or interpreted to mean that a DIP Lender may not exercise any 
rights and remedies that it may have under the DIP Credit Agreement, the DIP Orders, and the 
Term Sheet, and the Debtors and each Restructuring Support Party acknowledge and agree that 
the taking of any action by any DIP Lender under the DIP Credit Agreement or any of the DIP 
Orders shall not be a breach of this Agreement and the Debtors and each Restructuring Support 
Party shall be prohibited from bringing any action with regard thereto based on the premise that 
such action was a breach or in contravention of this Agreement (it being understood that the 
forgoing shall not alter, modify, or supersede the Debtors’ rights under the DIP Credit 
Agreement and/or the DIP Orders). 

7. Restructuring Support Party Termination Events.  Each of the (a) Consenting 
Second Lien Lenders holding, in aggregate, at least 66.6% in principal amount outstanding of the 
Second Lien Claims held by the Consenting Second Lien Lenders and (b) Consenting 
Noteholders holding, in aggregate, at least 66.6% in principal amount outstanding of the Note 
Claims held by the Consenting Noteholders (each such group, a “Supermajority Support 
Group”)4 shall have the right, but not the obligation, upon notice to the other Parties, to terminate 
the obligations of their respective Restructuring Support Parties under this Agreement upon the 
occurrence of any of the following events, unless waived, in writing, by each such Supermajority 
Support Group on a prospective or retroactive basis (each, a “Restructuring Support Party 
Termination Event”): 

(a) the failure to meet any of the Milestones in Section 4 unless (i) such 
failure is the result of any act, omission, or delay on the part of any 
Restructuring Support Parties whose Supermajority Support Group is 
seeking termination in violation of its obligations under this Agreement or 
(ii) such Milestone is extended in accordance with Section 4; 

(b) the conversion of one or more of the Chapter 11 Cases to a case under 
chapter 7 of the Bankruptcy Code; 

                                                 
4  For the avoidance of doubt, the Consenting DIP Lenders will not have the ability to terminate this Agreement 

on behalf of  themselves.  Rather, the Agreement will terminate as to the Consenting DIP Lenders immediately 
upon (a) the Debtors’ termination of this Agreement, or (b) the termination of the obligations under this 
Agreement by the Consenting Second Lien Lenders or the Consenting Noteholders.   
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(c) the appointment of a trustee, receiver, or examiner with expanded powers 
beyond those set forth in section 1106(a)(3) and (4) of the Bankruptcy 
Code in one or more of the Chapter 11 Cases; 

(d) any Debtor amends or modifies, or files a pleading seeking authority to 
amend or modify, the Definitive Documentation in a manner that is 
materially inconsistent with this Agreement; 

(e) any Debtor files or announces that it will file or joins in or supports any 
plan of reorganization other than the Plan, or files any motion or 
application seeking authority to sell any assets (other than Permitted Asset 
Sales as defined and provided for in the Term Sheet or permitted under the 
DIP Credit Agreement), without the prior written consent of the Majority 
Second Lien Backstoppers and Majority Noteholder Backstoppers; 

(f) the issuance by any governmental authority, including the Bankruptcy 
Court, any regulatory authority, or any other court of competent 
jurisdiction, of any ruling or order enjoining or otherwise making 
impractical the substantial consummation of the Restructuring 
Transactions on the terms and conditions set forth in the Term Sheet or the 
Plan; provided, however, that the Debtors shall have 10 business days 
after issuance of such ruling or order to obtain relief that would allow 
consummation of the Restructuring Transactions in a manner that (i) does 
not prevent or diminish in a material way compliance with the terms of the 
Plan and this Agreement, and (ii) is acceptable to the Majority Second 
Lien Backstoppers and Majority Noteholder Backstoppers; 

(g) the Debtors file any motion authorizing the use of cash collateral or the 
entry into post-petition financing that is not in the form of the Interim DIP 
Order or Final DIP Order or otherwise consented to by the Majority 
Second Lien Backstoppers and Majority Noteholder Backstoppers; 

(h) a breach by any Debtor of any representation, warranty, or covenant of 
such Debtor set forth in this Agreement (it being understood and agreed 
that any actions required to be taken by the Debtors that are included in 
the Term Sheet attached to this Agreement but not in this Agreement are 
to be considered “covenants” of the Debtors, and therefore covenants of 
this Agreement, notwithstanding the failure of any specific provision in 
the Term Sheet to be re-copied in this Agreement) that (to the extent 
curable) remains uncured for a period of 3 business days after the receipt 
by the Debtors of written notice of such breach; 

(i) a breach by a Restructuring Support Party outside of the terminating 
Supermajority Support Group of any representation, warranty, or covenant 
of such Restructuring Support Party set forth in this Agreement that could 
reasonably be expected to have a material adverse impact on the 
Restructuring Transactions or the consummation of the Restructuring 
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Transactions that (to the extent curable) remains uncured for a period of 5 
business days after the receipt by such Restructuring Support Party of 
notice and description of such breach; 

(j) either (i) any Debtor or any other Restructuring Support Party files a 
motion, application, or adversary proceeding (or any Debtor or other 
Restructuring Support Party supports any such motion, application, or 
adversary proceeding filed or commenced by any third party) 
(A) challenging the validity, enforceability, perfection, or priority of, or 
seeking avoidance or subordination of, the Bridge Financing Claims, the 
Second Lien Claims, or the liens securing such claims, or the Note Claims, 
or (B) asserting any other cause of action against and/or with respect or 
relating to such claims or the prepetition liens securing such claims; or 
(ii) the Bankruptcy Court (or any court with jurisdiction over the Chapter 
11 Cases) enters an order providing relief against the interests of any 
Restructuring Support Party with respect to any of the foregoing causes of 
action or proceedings; 

(k) any Debtor terminates its obligations under and in accordance with this 
Agreement; 

(l) any board, officer, or manager (or party with authority to act) of a Debtor 
(or the Debtors themselves) takes any action in furtherance of the rights 
available to it (or them) under Section 6(b) of this Agreement that are 
inconsistent with the Restructuring Transactions as contemplated by the 
Term Sheet attached hereto as Exhibit A; 

(m) if the Bankruptcy Court enters an order in the Chapter 11 Cases 
terminating any of the Debtors’ exclusive right to file a plan or plans of 
reorganization pursuant to section 1121 of the Bankruptcy Code; 

(n) the Bankruptcy Court denies approval of the RSA Assumption Motion; 

(o) an official committee of equity security holders (either preferred or 
common or both) is appointed in the chapter 11 cases, at any time; 

(p) the failure of any documentation to be “Definitive Documentation”, as 
defined in Section 3 of this Agreement or otherwise comply with 
Section 3;  

(q) the acceleration of obligations under, or termination, maturity, or 
refinancing of, the DIP Credit Agreement; or 

Case 15-12533-KG    Doc 15-2    Filed 12/15/15    Page 10 of 169



 

  10 
KE 38129557 

(r) the occurrence of any other material breach of this Agreement or the Term 
Sheet not otherwise covered in this list by any Debtor that has not been 
cured (if susceptible to cure) within 5 business days after written notice to 
the Debtors of such breach by the Supermajority Support Group asserting 
such termination. 

8. The Debtors’ Termination Events.  Each Debtor may, upon notice to the 
Restructuring Support Parties, terminate its obligations under this Agreement upon the 
occurrence of any of the following events (each a “Company Termination Event,” and together 
with the Restructuring Support Party Termination Events, the “Termination Events”), in which 
case this Agreement shall terminate with respect to all Parties, subject to the rights of the Debtors 
to fully or conditionally waive, in writing, on a prospective or retroactive basis, the occurrence of 
a Company Termination Event: 

(a) a breach by a Restructuring Support Party of any representation, warranty, 
or covenant of such Restructuring Support Party set forth in this 
Agreement that could reasonably be expected to have a material adverse 
impact on the Restructuring Transactions or the consummation of the 
Restructuring Transactions that (to the extent curable) remains uncured for 
a period of 10 business days after the receipt by such Restructuring 
Support Party of notice and description of such breach; 

(b) the occurrence of a breach of this Agreement by any Restructuring 
Support Party that has the effect of materially impairing any of the 
Debtors’ ability to effectuate the Restructuring Transactions and has not 
been cured (if susceptible to cure) within 10 business days after notice to 
all Restructuring Support Parties of such breach and a description thereof; 

(c) upon notice to the Restructuring Support Parties, if the board of directors 
or board of managers, as applicable, of a Debtor determines, after 
receiving advice from counsel, that proceeding with the Restructuring 
Transactions (including, without limitation, the Plan or solicitation of the 
Plan) would be inconsistent with the exercise of its fiduciary duties; 

(d) the issuance by any governmental authority, including the Bankruptcy 
Court, any regulatory authority, or any other court of competent 
jurisdiction, of any ruling or order enjoining the substantial consummation 
of the Restructuring Transactions; provided, however, that the Debtors 
have made commercially reasonable, good faith efforts to cure, vacate, or 
have overruled such ruling or order prior to terminating this Agreement; 

(e) any Supermajority Support Group terminates its obligations under and in 
accordance with Section 7 of this Agreement; or 

(f) the failure to satisfy any requirement under Section 3 that the Plan, or any 
other agreement or document that is included in the Definitive 
Documentation, contain terms, conditions, representations, warranties, and 
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covenants consistent with the terms of this Agreement and be reasonably 
acceptable to the Debtors. 

9. Mutual Termination; Automatic Termination.  This Agreement and the 
obligations of all Parties hereunder may be terminated by mutual written agreement by and 
among MHRC, on behalf of itself and each other Debtor, and the Restructuring Support Parties.  
Notwithstanding anything in this Agreement to the contrary, this Agreement shall terminate 
automatically upon the occurrence of the Effective Date. 

10. Effect of Termination.  The earliest date on which termination of this Agreement 
as to a Party is effective in accordance with Sections 7, 8, or 9 of this Agreement shall be 
referred to, with respect to such Party, as a “Termination Date.”  Upon the occurrence of a 
Termination Date, all Parties’ obligations under this Agreement shall be terminated effective 
immediately, and such Party or Parties hereto shall be released from all commitments, 
undertakings, and agreements hereunder, and any vote in favor of the Plan delivered by such 
Party or Parties shall be immediately revoked and deemed void ab initio; provided, however, that 
each of the following shall survive any such termination:  (a) any claim for breach of this 
Agreement that occurs prior to such Termination Date, and all rights and remedies with respect 
to such claims shall not be prejudiced in any way; (b) the Debtors’ obligations in Section 13 of 
this Agreement accrued up to and including such Termination Date; and (c) Sections 10, 14, 16, 
17, 18, 19, 20, 21, 22, 23, 25, 30, 31, and 32 hereof. 

11. Transfers of Claims and Interests. 

(a) Each Restructuring Support Party shall not (i) sell, transfer, assign, pledge, 
grant a participation interest in, or otherwise dispose of, directly or 
indirectly, its right, title, or interest in respect of any of such Restructuring 
Support Party’s claims against, or interests in, any Debtor, as applicable, 
in whole or in part, or (ii) deposit any of such Restructuring Support 
Party’s claims against or interests in any Debtor, as applicable, into a 
voting trust, or grant any proxies, or enter into a voting agreement with 
respect to any such claims or interests (the actions described in clauses 
(i) and (ii) are collectively referred to herein as a “Transfer” and the 
Restructuring Support Party making such Transfer is referred to herein as 
the “Transferor”), unless such Transfer is to another Restructuring Support 
Party or any other entity that first agrees in writing to be bound by the 
terms of this Agreement by executing and delivering to MHRC, counsel to 
the Ad Hoc Group of Second Lien Lenders, and counsel to the Ad Hoc 
Group of Unsecured Noteholders, a Transferee Joinder substantially in the 
form attached hereto as Exhibit B (the “Transferee Joinder”); provided, 
however, that MHRC’s prior written consent shall be required in 
connection with a transfer of “beneficial ownership” (defined below) of 
MHRC’s existing common stock (“Common Stock”) or existing 10.25% 
Series C Cumulative Perpetual Preferred Stock, 8% Series D Cumulative 
Preferred Stock, or 8% Series E Cumulative Convertible Preferred Stock 
(collectively “Preferred Stock” and together with Common Stock, 
“Existing Equity Interests”) (x) by an intended Transferor that, on the date 
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hereof, is treated as the beneficial owner of more than 4.5% of Common 
Stock or more than 4.5% of any class of Preferred Stock, or (y) if the 
intended transferee is treated as the beneficial owner of more than 4.5% of 
Common Stock or more than 4.5% of any class of Preferred Stock prior to 
the proposed transfer, or such person would be treated as the beneficial 
owner of more than 4.5% of Common Stock or any class of Preferred 
Stock immediately following such proposed transfer.  For purposes of the 
proviso above, “beneficial ownership” shall be determined in accordance 
with applicable rules under section 382 of the Internal Revenue Code, the 
U.S. Department of Treasury regulations promulgated thereunder, and 
rulings issued by the Internal Revenue Service, and, thus, to the extent 
provided in those rules, from time to time, shall include, without 
limitation, (x) direct and indirect ownership (e.g., a holding company 
would be considered to beneficially own all stock owned or acquired by its 
subsidiaries), (y) ownership by a holder’s family members and any group 
of persons acting pursuant to a formal or informal understanding to make a 
coordinated acquisition of stock, and (z) in certain cases, the ownership of 
an option, contingent purchase, warrant, convertible debt, put, call, stock 
subject to risk of forfeiture, contract to acquire stock, or similar interest to 
acquire Common Stock or any class of Preferred Stock.  With respect to 
claims against or interests in a Debtor held by the relevant transferee upon 
consummation of a Transfer in accordance herewith, such transferee is 
deemed to make all of the representations, warranties, and covenants of a 
Restructuring Support Party, as applicable, set forth in this Agreement.  
Upon compliance with the foregoing, the Transferor shall be deemed to 
relinquish its rights (and be released from its obligations, except for any 
claim for breach of this Agreement that occurs prior to such Transfer) 
under this Agreement to the extent of such transferred rights and 
obligations.  Any Transfer made in violation of this Sub-Clause (a) of this 
Section 11 shall be deemed null and void ab initio and of no force or 
effect, regardless of any prior notice provided to the Debtors and/or any 
Restructuring Support Party, and shall not create any obligation or liability 
of any Debtor or any other Restructuring Support Party to the purported 
transferee. 

(b) Notwithstanding Sub-Clause (a) of this Section 11, (i) an entity that is 
acting in its capacity as a Qualified Marketmaker shall not be required to 
be or become a Restructuring Support Party in order to effect any transfer 
(by purchase, sale, assignment, participation, or otherwise) of any claim 
against, or interest in, any Debtor, as applicable, by a Restructuring 
Support Party to a transferee; provided that such transfer by a 
Restructuring Support Party to a transferee shall be in all other respects in 
accordance with and subject to Sub-Clause (a) of this Section 11; and 
(ii) to the extent that a Restructuring Support Party, acting in its capacity 
as a Qualified Marketmaker, acquires any claim against, or interest in, any 
Debtor from a holder of such claim or interest who is not a Restructuring 
Support Party, it may transfer (by purchase, sale, assignment, 

Case 15-12533-KG    Doc 15-2    Filed 12/15/15    Page 13 of 169



 

  13 
KE 38129557 

participation, or otherwise) such claim or interest without the requirement 
that the transferee be or become a Restructuring Support Party in 
accordance with this Section 11.  For purposes of this Sub-Clause (b), a 
“Qualified Marketmaker” means an entity that (x) holds itself out to the 
market as standing ready in the ordinary course of its business to purchase 
from customers and sell to customers claims against, or interests in, the 
Debtors (including debt securities or other debt) or enter with customers 
into long and short positions in claims against, or interests in, the Debtors 
(including debt securities or other debt), in its capacity as a dealer or 
market maker in such claims against, or interests in, the Debtors, and (y) is 
in fact regularly in the business of making a market in claims against 
issuers or borrowers (including debt securities or other debt). 

12. Further Acquisition of Claims or Interests.  Except as set forth in Section 11, 
nothing in this Agreement shall be construed as precluding any Restructuring Support Party or 
any of its affiliates from acquiring additional DIP Claims, Second Lien Claims, Note Claims, 
Bridge Financing Claims, Existing Equity Interests, or interests in the instruments underlying the 
DIP Claims, Second Lien Claims, Note Claims, Bridge Financing Claims, or Existing Equity 
Interests; provided, however, that any additional DIP Claims, Second Lien Claims, Note Claims, 
Bridge Financing Claims, Existing Equity Interests, or interests in the underlying instruments 
acquired by any Restructuring Support Party and with respect to which such Restructuring 
Support Party is the legal owner, beneficial owner, and/or investment advisor or manager of or 
with power and/or authority to bind any claims or interests held by it shall automatically be 
subject to the terms and conditions of this Agreement.  Upon any such further acquisition, such 
Restructuring Support Party shall promptly notify MHRC, counsel to the Ad Hoc Group of 
Second Lien Lenders, and counsel to the Ad Hoc Group of Unsecured Noteholders.  For the 
avoidance of doubt, any party that becomes a DIP Lender or otherwise holds a DIP Claim under 
the DIP Credit Agreement shall, as a condition to becoming a DIP Lender or otherwise holding 
such DIP Claim, (y) become a Restructuring Support Party under this Agreement with respect to 
such DIP Claims and (z) be bound to this Agreement in its capacity as a DIP Lender (in addition 
to any other capacity). 

13. Fees and Expenses.  Fees and expenses shall be paid according to the terms and 
conditions set forth in the Term Sheet. 

14. Consents and Acknowledgments.  Each Party irrevocably acknowledges and 
agrees that this Agreement is not and shall not be deemed to be a solicitation for consents to the 
Plan.  The acceptance of the Plan by each of the Restructuring Support Parties will not be 
solicited until such Parties have received the Disclosure Statement and related ballots in 
accordance with applicable law, and will be subject to sections 1125, 1126 and 1127 of the 
Bankruptcy Code. 

15. Representations and Warranties. 

(a) Each Restructuring Support Party hereby represents and warrants on a 
several and not joint basis for itself and not any other person or entity that 
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the following statements are true, correct, and complete as of the date 
hereof: 

(i) it has the requisite organizational power and authority to enter into 
this Agreement and to carry out the transactions contemplated by, 
and perform its respective obligations under, this Agreement; 

(ii) the execution and delivery of this Agreement and the performance 
of its obligations hereunder have been duly authorized by all 
necessary corporate or other organizational action on its part; 

(iii) the execution, delivery and performance by it of this Agreement 
does not violate any provision of law, rule, or regulation applicable 
to it, or its certificate of incorporation, or bylaws, or other 
organizational documents; 

(iv) it is an “accredited investor” within the meaning of Rule 501 of 
Regulation D promulgated under the Securities Act of 1933, as 
amended (the “Securities Act”), with sufficient knowledge and 
experience to evaluate properly the terms and conditions of this 
Agreement and to consult with its legal and financial advisors with 
respect to its investment decision to execute this Agreement, and it 
has made its own analysis and decision to enter into this 
Agreement; 

(v) it (A) either (1) is the sole legal owner, beneficial owner, and/or 
investment advisor or manager of or with power and/or authority to 
bind the claims and interests identified below its name on its 
signature page hereof and in the amounts set forth therein, or (2) 
has all necessary investment or voting discretion with respect to 
the principal amount of claims and interests identified below its 
name on its signature page hereof, and has the power and authority 
to bind the owner(s) of such claims and interests to the terms of 
this Agreement and (B)  does not directly own any Bridge 
Financing Claims, Second Lien Claims, Note Claims, DIP Claims, 
or Existing Equity Interests, other than as identified below its name 
on its signature page hereof; and 

(vi) to the best of its knowledge (without requiring any diligence or 
further investigation), it has no agreement, understanding, or other 
arrangement (whether oral, written, or otherwise) with any other 
Restructuring Support Party regarding the transfer or sale of all or 
a material portion of the Debtors’ assets to any party whatsoever. 

(b) Each Debtor hereby represents and warrants on a joint and several basis 
(and not any other person or entity other than the Debtors) that the 
following statements are true, correct, and complete as of the date hereof 
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(for purposes of this Section 15(b)), Eureka Hunter Holdings, LLC and its 
subsidiaries shall not be deemed affiliates of any Debtor): 

(i) it has the requisite corporate or other organizational power and 
authority to enter into this Agreement and to carry out the 
transactions contemplated by, and perform its respective 
obligations under, this Agreement; 

(ii) the execution and delivery of this Agreement and the performance 
of its obligations hereunder have been duly authorized by all 
necessary corporate or other organizational action on its part, 
including approval of each of the independent director(s) or 
manager(s), as applicable, of each of the corporate entities that 
comprise the Debtors; 

(iii) the execution and delivery by it of this Agreement does not 
(A) violate its certificates of incorporation, or bylaws, or other 
organizational documents, or those of any of its affiliates, or 
(B) result in a breach of, or constitute (with due notice or lapse of 
time or both) a default (other than, for the avoidance of doubt, a 
breach or default that would be triggered as a result of the 
Chapter 11 Cases or any Debtor’s undertaking to implement the 
Restructuring Transactions through the Chapter 11 Cases) under 
any material contractual obligation to which it or any of its 
affiliates is a party; 

(iv) the execution and delivery by it of this Agreement does not require 
any registration or filing with, the consent or approval of, notice to, 
or any other action with any federal, state, or other governmental 
authority or regulatory body, other than, for the avoidance of 
doubt, the actions with governmental authorities or regulatory 
bodies required in connection with implementation of the 
Restructuring Transactions; 

(v) (A) the offer and sale of the Reorganized Equity has not been, and 
will not be, registered under the Securities Act and (B) the offering 
and issuance of the Reorganized Equity is intended to be exempt 
from registration under the Securities Act pursuant to Section 4(2) 
of the Securities Act and Regulation D thereunder or pursuant to 
section 1145 of the Bankruptcy Code; 

(vi) subject to the provisions of sections 1125 and 1126 of the 
Bankruptcy Code and, to the extent applicable, approval by the 
Bankruptcy Court, this Agreement is the legally valid and binding 
obligation of it, enforceable against it in accordance with its terms, 
except as enforcement may be limited by bankruptcy, insolvency, 
reorganization, moratorium, or other similar laws relating to or 
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limiting creditors’ rights generally, or by equitable principles 
relating to enforceability; and 

(vii) it has sufficient knowledge and experience to evaluate properly the 
terms and conditions of the Plan and this Agreement, and has been 
afforded the opportunity to consult with its legal and financial 
advisors with respect to its decision to execute this Agreement, and 
it has made its own analysis and decision to enter into this 
Agreement and otherwise investigated this matter to its full 
satisfaction. 

16. Survival of Agreement.  Each of the Parties acknowledges and agrees that this 
Agreement is being executed in connection with negotiations concerning a possible financial 
restructuring of the Debtors and in contemplation of possible chapter 11 filings by the Debtors 
and the rights granted in this Agreement are enforceable by each signatory hereto without 
approval of any court, including the Bankruptcy Court. 

17. Waiver.  If the transactions contemplated herein are not consummated, or 
following the occurrence of a Termination Date, if applicable, nothing herein shall be construed 
as a waiver by any Party of any or all of such Party’s rights, other than as provided in Section 14, 
and the Parties expressly reserve any and all of their respective rights.  The Parties acknowledge 
that this Agreement, the Plan, and all negotiations relating hereto are part of a proposed 
settlement of matters that could otherwise be the subject of litigation.  Pursuant to Rule 408 of 
the Federal Rules of Evidence, any applicable state rules of evidence and any other applicable 
law, foreign or domestic, the Term Sheet, this Agreement, the Plan, any related documents, and 
all negotiations relating thereto shall not be admissible into evidence in any proceeding, or used 
by any party for any reason whatsoever, including in any proceeding, other than a proceeding to 
enforce its terms. 

18. Relationship Among Parties.  Notwithstanding anything herein to the contrary, the 
duties and obligations of the Restructuring Support Parties under this Agreement shall be several, 
not joint.  No Party shall have any responsibility by virtue of this Agreement for any trading by 
any other entity.  No prior history, pattern, or practice of sharing confidences among or between 
the Parties shall in any way affect or negate this Agreement. 

19. Specific Performance.  It is understood and agreed by the Parties that money 
damages may be an insufficient remedy for any breach of this Agreement by any Party and each 
non-breaching Party shall be entitled to seek specific performance and injunctive or other 
equitable relief as a remedy of any such breach of this Agreement, including, without limitation, 
an order of the Bankruptcy Court or other court of competent jurisdiction requiring any Party to 
comply promptly with any of its obligations hereunder. 

20. Governing Law & Jurisdiction.  This Agreement shall be governed by, and 
construed in accordance with, the laws of the State of Delaware, without regard to such state’s 
choice of law provisions which would require the application of the law of any other jurisdiction.  
By its execution and delivery of this Agreement, each Party irrevocably and unconditionally 
agrees for itself that any legal action, suit, or proceeding against it with respect to any matter 
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arising under or arising out of or in connection with this Agreement or for recognition or 
enforcement of any judgment rendered in any such action, suit, or proceeding, may be brought in 
the United States District Court for the District of Delaware, and by executing and delivering this 
Agreement, each of the Parties irrevocably accepts and submits itself to the exclusive jurisdiction 
of such court, generally and unconditionally, with respect to any such action, suit or proceeding.  
Notwithstanding the foregoing consent to Delaware jurisdiction, if the Chapter 11 Cases are 
commenced, each Party agrees that the Bankruptcy Court shall have exclusive jurisdiction of all 
matters arising out of or in connection with this Agreement.  By executing and delivering this 
Agreement, and upon commencement of the Chapter 11 Cases, each of the Parties irrevocably 
and unconditionally submits to the personal jurisdiction of the Bankruptcy Court solely for 
purposes of any action, suit, proceeding, or other contested matter arising out of or relating to 
this Agreement, or for recognition or enforcement of any judgment rendered or order entered in 
any such action, suit, proceeding, or other contested matter. 

21. Waiver of Right to Trial by Jury.  Each of the Parties waives any right to have a 
jury participate in resolving any dispute, whether sounding in contract, tort or otherwise, between 
any of the Parties arising out of, connected with, relating to, or incidental to the relationship 
established between any of them in connection with this Agreement.  Instead, any disputes 
resolved in court shall be resolved in a bench trial without a jury. 

22. Successors and Assigns.  Except as otherwise provided in this Agreement, this 
Agreement is intended to bind and inure to the benefit of each of the Parties and each of their 
respective permitted successors, assigns, heirs, executors, administrators, and representatives. 

23. No Third-Party Beneficiaries.  Unless expressly stated herein, this Agreement 
shall be solely for the benefit of the Parties and no other person or entity shall be a third-party 
beneficiary of this Agreement. 

24. Notices.  All notices (including, without limitation, any notice of termination or 
breach) and other communications from any Party hereunder shall be in writing and shall be 
deemed to have been duly given if personally delivered by courier service, messenger, email, or 
facsimile to the other Parties at the applicable addresses below, or such other addresses as may 
be furnished hereafter by notice in writing.  Any notice of termination or breach shall be 
delivered to all other Parties. 

(a) If to any Debtor: 

Magnum Hunter Resources Corporation 
Attn: Paul Johnston 
909 Lake Carolyn Parkway, Suite 600 
Irving, TX 75039 
Tel: (832) 203-4533 
Fax: (832) 369-6992 
Email: pjohnston@mhr.energy 

With a copy to: 

Kirkland & Ellis LLP 
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Attn:  Edward O. Sassower, P.C. and Brian Schartz 
601 Lexington Ave. 
New York, NY 10022-4611 
Tel: (212) 446-4733 
Fax: (312) 446-4900 
Email: edward.sassower@kirkland.com 
 brian.schartz@kirkland.com 

Kirkland & Ellis LLP 
Attn:  Nora Schweighart and Alex Schwarzman, 
and Justin Bernbrock 
300 N. LaSalle, Suite 2400 
Chicago, IL 60654 
Tel: (312) 862-2000 
Fax: (312) 862-2200 
Email: nora.schweighart@kikland.com 
 alexandra.schwarzman@kirkland 
 justin.bernbrock@kirkland.com 

(b) If to the Consenting Second Lien Lenders: 

Weil, Gotshal & Manges LLP 
Attn:  Joseph H. Smolinsky and Gary T. Holtzer 
767 Fifth Avenue 
New York, NY 10153-0119  
Tel: (212) 310-8767 
Fax: (212) 310-8007 
Email: joseph.smolinsky@weil.com 
 gary.holtzer@weil.com 
 

(c) If to the Consenting Noteholders: 

Akin Gump Strauss Hauer & Feld LLP 
Attn:  Arik Preis 
Bank of America Tower 
One Bryant Park 
New York, NY 10036-6745 
Tel: (212) 872-7418 
Fax: (212) 872-1002 
Email: apreis@akingump.com 

25. Entire Agreement.  This Agreement (including the Exhibits and Schedules) 
constitutes the entire agreement of the Parties with respect to the subject matter of this 
Agreement, and supersedes all prior negotiations, agreements, and understandings, whether 
written or oral, among the Parties with respect to the subject matter of this Agreement. 
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26. Amendments.  Except as otherwise provided herein, this Agreement may not be 
modified, amended, or supplemented without the prior written consent of the Debtors, the 
Majority Second Lien Backstoppers, and the Majority Noteholder Backstoppers. 

27. Forbearance Agreement with Eureka Hunter Holdings, LLC.  The Restructuring 
Support Parties hereby acknowledge the letter agreement, effective as of November 19, 2015, 
among North Haven Infrastructure Partners II Buffalo Holdings LLC (f/k/a MSIP II), on behalf 
of itself and on behalf of Eureka Hunter Holdings, LLC, and its subsidiaries, Triad Hunter LLC, 
MHRC, and a representative of certain Second Lien Lenders and certain Noteholders (the 
“Forbearance Agreement”), and the Restructuring Support Parties hereby agree to take 
commercially reasonable efforts to abide by the terms of the Forbearance Agreement. 

28. Reservation of Rights. 

(a) Except as expressly provided in this Agreement or the Term Sheet, 
including Section 5(a) of this Agreement, nothing herein is intended to, or 
does, in any manner waive, limit, impair, or restrict the ability of any Party 
to protect and preserve its rights, remedies and interests, including without 
limitation, its claims against any of the other Parties.   

(b) Without limiting Sub-Clause (a) of this Section 28 in any way, if the Plan 
is not consummated in the manner set forth, and on the timeline set forth, 
in this Agreement and Term Sheet, or if this Agreement is terminated for 
any reason, nothing shall be construed herein as a waiver by any Party of 
any or all of such Party’s rights, remedies, claims, and defenses and the 
Parties expressly reserve any and all of their respective rights, remedies, 
claims and defenses, subject to Section 17 of this Agreement.  The Term 
Sheet, this Agreement, the Plan, and any related document shall in no 
event be construed as or be deemed to be evidence of an admission or 
concession on the part of any Party of any claim or fault or liability or 
damages whatsoever.  Each of the Parties denies any and all wrongdoing 
or liability of any kind and does not concede any infirmity in the claims or 
defenses which it has asserted or could assert. 

29. Counterparts.  This Agreement may be executed in one or more counterparts, each 
of which, when so executed, shall constitute the same instrument, and the counterparts may be 
delivered by facsimile transmission or by electronic mail in portable document format (.pdf). 

30. Public Disclosure.  This Agreement, as well as its terms, its existence, and the 
existence of the negotiation of its terms are expressly subject to any existing confidentiality 
agreements executed by and among any of the Parties as of the date hereof; provided, however, 
that, after the Petition Date, the Parties may disclose the existence of, or the terms of, this 
Agreement or any other material term of the transaction contemplated herein without the express 
written consent of the other Parties but may not disclose, and shall redact the holdings 
information of every Party to this Agreement as of the date hereof and at any time hereafter.  In 
addition, each Party to this Agreement shall have the right, at any time, to know the identities 
and holdings information of every other Party to this Agreement, but must keep such information 
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confidential and may not disclose such information to any person except as may be compelled by 
a court of competent jurisdiction.  The Debtors take no position with regard to whether such 
information may be material non-public information, but may not disclose such information 
other than on a confidential basis or as may be ordered by the Bankruptcy Court.   

31. Headings.  The section headings of this Agreement are for convenience of 
reference only and shall not, for any purpose, be deemed a part of this Agreement. 

32. Interpretation.  This Agreement is the product of negotiations among the Parties, 
and the enforcement or interpretation hereof, is to be interpreted in a neutral manner, and any 
presumption with regard to interpretation for or against any Party by reason of that Party having 
drafted or caused to be drafted this Agreement or any portion hereof, shall not be effective in 
regard to the interpretation hereof. 

 

[Signatures and exhibits follow.] 
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MAGNUM HUNTER RESOURCES CORPORATION 

 

By: ___________________________ 
 
Name:  Joseph C. Daches 

Title: Chief Financial Officer 
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Joseph C. Daches
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ALPHA HUNTER DRILLING, LLC 

 

By: ___________________________ 
 
Name:  Joseph C. Daches 

Title: Chief Financial Officer 

 
 

  

Case 15-12533-KG    Doc 15-2    Filed 12/15/15    Page 23 of 169

kjones
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BAKKEN HUNTER, LLC 

 

By: ___________________________ 
 
Name:  Joseph C. Daches 

Title: Chief Financial Officer 
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BAKKEN HUNTER CANADA, INC. 

 

By: ___________________________ 
 
Name:  Joseph C. Daches 

Title: Chief Financial Officer 
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Joseph C. Daches
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ENERGY HUNTER SECURITIES, INC. 

 

By: ___________________________ 
 
Name:  Joseph C. Daches 

Title: Chief Financial Officer 
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HUNTER AVIATION, LLC. 

 

By: ___________________________ 
 
Name:  Joseph C. Daches 

Title: Chief Financial Officer 
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HUNTER REAL ESTATE, LLC. 

 

By: ___________________________ 
 
Name:  Joseph C. Daches 

Title: Chief Financial Officer 
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MAGNUM HUNTER MARKETING, LLC. 

By: ___________________________ 
 
Name:  Joseph C. Daches 

Title: Chief Financial Officer 
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MAGNUM HUNTER PRODUCTION, INC. 

 

By: ___________________________ 
 
Name:  Joseph C. Daches 

Title: Chief Financial Officer 
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MAGNUM HUNTER RESOURCES GP, LLC. 

 

By: ___________________________ 
 
Name:  Joseph C. Daches 

Title: Chief Financial Officer 
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MAGNUM HUNTER RESOURCES, LP 

 

By: ___________________________ 
 
Name:  Joseph C. Daches 

Title: Chief Financial Officer 
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MAGNUM HUNTER SERVICES, LLC 

By: ___________________________ 
 
Name:  Joseph C. Daches 

Title: Chief Financial Officer 
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NGAS GATHERING, LLC 

 

By: ___________________________ 
 
Name:  Joseph C. Daches 

Title: Chief Financial Officer 
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NGAS HUNTER, LLC 

 

By: ___________________________ 
 
Name:  Joseph C. Daches 

Title: Chief Financial Officer 
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PRC WILLISTON, LLC 

 

By: ___________________________ 
 
Name:  Joseph C. Daches 

Title: Chief Financial Officer 
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SHALE HUNTER, LLC 

 

By: ___________________________ 
 
Name:  Joseph C. Daches 

Title: Chief Financial Officer 
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TRIAD HOLDINGS, LLC 

 

By: ___________________________ 
 
Name:  Joseph C. Daches 

Title: Chief Financial Officer 
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TRIAD HUNTER, LLC 

 

By: ___________________________ 
 
Name:  Joseph C. Daches 

Title: Chief Financial Officer 
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VIKING INTERNATIONAL RESOURCES CO., INC 

 

By: ___________________________ 
 
Name:  Joseph C. Daches 

Title: Chief Financial Officer 
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WILLISTON HUNTER ND, LLC 

 

By: ___________________________ 
 
Name:  Joseph C. Daches 

Title: Chief Financial Officer 
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EXECUTION VERSION 

KE 38919159 

MAGNUM HUNTER RESOURCES CORP. 

TERM SHEET FOR RESTRUCTURING 

December 15, 2015 

 

DIP   

Topic  Terms 

Amount/Structure  Amount:  $200 million; Multi-Draw Term Loan (the “DIP Facility” or the 
“DIP Financing”) 

$40 million (the “Initial Draw”) to be made available on the date the United 
States Bankruptcy Court for the District of Delaware (the “Bankruptcy 
Court”) enters the initial order approving the DIP Facility (such order, in 
form and substance reasonably satisfactory to the Debtors and the Second 
Lien Backstoppers and the Noteholder Backstoppers, the “Interim DIP 
Order”),  

$100 million to be made available upon the entry of the Final DIP Order (as 
defined herein) (the “Final Order Draw”), and 

$60 million to be made available upon the occurrence of certain conditions, as 
set forth below (the “Third Draw”). 

Lender/Backstop  35% backstopped by the Ad Hoc Group of Second Lien Lenders (the 
“Second Lien Backstoppers”)1 and 65% backstopped by the Ad Hoc 
Group of Unsecured Noteholders (the “Noteholder Backstoppers”2 and, 
together with the Second Lien Backstoppers, collectively the 
“Backstoppers”); provided that if incremental capital beyond the $200 
mm is required and the Backstoppers agree to provide it, then such 
incremental amount will be funded on a pro rata basis in order to preserve 
the pro forma equity “splits” contemplated by the proposed terms of the 
plan of reorganization claims treatment (including DIP Claims), as set 
forth herein. 

The ability to participate in the DIP Facility will be made available to all 
holders of the Senior Unsecured Notes and the Second Lien Facility on a 
pro rata basis based upon the 65/35 split noted above (based upon the 
holdings of such institutions as a percentage of the total outstanding 

                                                 
1  The institutions that comprise the Second Lien Backstoppers are Goldman Sachs Asset Management, 

Highbridge Principal Strategies, LLC, Fifth Street Station, LLC, and Renegade Swish, LLC, and any party that 
is a valid transferee of the Second Lien Facility Claims from any such institution, under the RSA. 

2  The institutions that comprise the Noteholder Backstoppers are AmTrust Financial Services, Inc., CVC Capital 
Partners, Farmstead Capital Management LLC, Kayne Anderson Capital Advisors, L.P., Raging Capital 
Management LLC, River Birch Capital, LLC, Third Point LLC, Western Asset Management Co., Wingspan 
Investment Management, LP, and any party that is a valid transferee of the Noteholder Claims from any such 
institution, under the RSA. 
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principal amount of the Senior Notes or Second Lien Facility, as 
applicable), during the period of time between entry of the Interim DIP 
Order (such order, in form and substance reasonably satisfactory to the 
Debtors and the Second Lien Backstoppers and the Noteholder Backstoppers) 
and the hearing with regard to the Final DIP Order (as defined herein), on 
procedures to be agreed to by the Debtors, the Noteholder Backstoppers, 
and the Second Lien Backstoppers.  Each holder of the Senior Unsecured 
Notes and each Holder of the Second Lien Facility that chooses to 
participate in the DIP Facility will become a party to the RSA as a 
condition to participating in the DIP Facility. 

Consents: 

Any reference in this Term Sheet with regard to a determination to be 
made by the Backstoppers or the DIP Lenders shall refer to a 
determination made by Backstoppers or DIP Lenders holding 50.1% or 
more of the Backstop commitment or the funded loans and unfunded 
commitments, except with respect to certain issues (to be determined) 
with respect to which consents from (i) the holders of the funded loans 
and unfunded commitments made by the Second Lien Backstoppers (the 
“Tranche A Lenders”) and (ii) the holders of the funded loans and 
unfunded commitments made by the Noteholder Backstoppers (the 
“Tranche B Lenders” and together with the Tranche A Lenders, the 
“Lenders”), is required, in the amounts as specified in this Term Sheet. 

Interest/Fees  L + 8.0% per annum payable monthly in cash and subject to default
interest of additional 2% per annum; LIBOR subject to a 1% floor. 

 

Commitment Fee, which will be made available to all Lenders (i.e. not 
just Backstoppers) of 2% payable in cash, earned upon entry of the 
Interim DIP Order, and payable upon entry of the Final DIP Order. 

Maturity  Earlier of: 

• 9 months  after the closing date 
• 30 days after entry of the Interim DIP Order approving the 

DIP Facility if the Final DIP Order (in form and substance 
satisfactory to the Debtors, the Second Lien Backstoppers, and 
the Noteholder Backstoppers and which shall include, among 
other things, authority for the Debtors (as defined herein) to 
repay in full and in cash all amounts outstanding under the First 
Lien Facility) has not been entered into by the Bankruptcy 
Court prior to the expiration of such 30 day period3 

• Effective date of plan of reorganization or liquidation 
• Termination by the DIP Facility Lenders during the continuation 

of an event of default and subject to the notice requirements in 
the DIP Credit Agreement (it being understood and agreed that 
any determination to terminate the DIP Facility shall require the 
consent of a majority in principal amount of both the Tranche A 
Lenders and the Tranche B Lenders).    

 

                                                 
3  Any repayment of the First Lien Facility, and any reference herein to such, shall be subject in all respects to 

Section 12 of the Seventh Amendment to the First Lien Facility. 
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Conversion  The Restructuring Support Agreement (the “RSA”) will provide for a 
conversion of the obligations under the DIP Facility into New Common 
Equity of Reorganized MHRC at a 25% discount to Settlement Equity Value 
(the “Settlement Equity Value”), which shall be defined as Settlement 
Enterprise Value (as defined herein) minus any funded debt at emergence, 
plus any balance sheet cash at emergence. 

Uses  Amongst others: Repayment of First Lien Facility (upon entry of Final DIP 
Order) and cash collateralization of existing letters of credit.  In addition, in 
accordance with and subject to the DIP Budget, proceeds of the DIP Facility 
will be used for general corporate purposes of the Debtors (including payment 
of fees and expenses in connection with the transactions contemplated hereby, 
any adequate protection payments included herein, and working capital), 
funding of the General Unsecured Claims as contemplated under the section 
entitled “Restructuring Proposal” and certain other costs and expenses with 
respect to the administration of the Chapter 11 Cases.  For the avoidance of 
doubt, the DIP Loan Documents and the orders approving the DIP Facility 
will state that no DIP Facility proceeds may be transferred to or used for the 
benefit of non-Debtor entities.  

Borrower  Magnum Hunter Resources Corporation (“MHRC” and, as reorganized 
pursuant to the Chapter 11 Cases, “Reorganized MHRC”). 

Guarantors  Each of the Borrower’s direct and indirect domestic subsidiaries listed on the 
schedule attached hereto as Schedule 1 (collectively, the “Guarantors”), each 
of which will become a debtor and a debtor in possession in cases under 
chapter 11 of title 11 of the United States Code before the Bankruptcy Court 
(the “Chapter 11 Cases”) (collectively, the Guarantors and the Borrower, the 
“Debtors”). 

Collateral  Liens on substantially all of the Debtors’ tangible and intangible assets, 
consisting of (i) to the extent, and only to the extent of, $70 million of the DIP 
Facility (the “First Lien Replacement Portion”), first priority “priming” 
liens, subject in all respects to Section 12 of the Seventh Amendment to the 
First Lien Facility and (ii) with respect to the remainder of the DIP Facility, 
first liens on all unencumbered property and junior liens on all property 
securing the Second Lien Facility; provided, however, that the DIP Facility 
may or may not be secured by the Debtors’ equity interests in Eureka Hunter 
Holdings, LLC (“EHH”) and any of its subsidiaries, but, will be secured by 
the net proceeds of MHRC’s equity interest in EHH (all aforementioned 
collateral, the “Collateral”). 

EHH: The DIP Lenders will have a first lien on the “economic” interests (i.e. 
proceeds) in EHH, and can take ownership of such interests in the event of a 
liquidation of the Debtors, but will not have the ability to foreclose on such 
interests solely as a result of an Event of Default occurring under the DIP 
Facility. 

Regardless of whether the Debtors’ equity interests in EHH constitute 
Collateral, if an Event of Default under the DIP Facility shall occur and be 
continuing, the DIP Lenders (which, for purposes of this provision, shall 
require a majority of the Tranche A Lenders and a majority of Tranche B 
Lenders) shall be entitled to require the Debtors to sell such equity interests 
pursuant to section 363 of the Bankruptcy Code, at such price and upon such 
other terms as the DIP Lenders (which, for purposes of this provision, shall 
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require a majority of the Tranche A Lenders and a majority of the Tranche B 
Lenders) deem commercially reasonable, and the DIP Lenders shall be entitled 
to credit bid all or a portion of the outstanding DIP Facility obligations in such 
sale. 

Adequate Protection 
to First Lien Lenders 

 Until repayment in full and in cash of the First Lien Facility upon entry of the 
Final DIP Order, will receive the following: (a) payment of actual, reasonable, 
and documented professional fees incurred in connection with work 
performed for the First Lien Lenders, replacement liens and super-priority 
claims under section 507(b) of the Bankruptcy Code to the extent of any 
diminution in value of the First Lien Lenders’ prepetition collateral, senior in 
all respects to the Second Lien Facility and any adequate protection paid to the 
Second Lien Lenders and junior to the DIP Facility; and (b) cash payment of 
interest at the non-default contract rate.  In addition, to the extent the 
obligations under the DIP Facility are secured by a lien on EHH or the 
interests in EHH, the First Lien Lenders also shall receive an adequate 
protection lien on EHH or the interests in EHH, junior to the DIP lien; 
provided, however, that to the extent the First Lien Lenders ever have any 
rights with regard to diminution in value of their pre-petition collateral, they 
will first need to “marshal” any such rights against all other adequate 
protection prior to seeking to exercise rights and/or remedies against the EHH 
interests; provided further that any proceeds of a sale of the EHH interests, 
after satisfying the DIP Facility claims, shall be segregated until such time as 
it is determined that the First Lien Lenders’ adequate protection claims have 
been satisfied from other sources.    

Adequate Protection 
to the Second Lien 
Lenders 

 Will receive the following so long as the RSA is not terminated: 
 
1.  Payment of the actual, reasonable, and documented fees and expenses of 
the Second Lien Lenders’ legal and financial advisors incurred in connection 
with work performed for the Second Lien Lenders, which shall consist of Weil 
Gotshal & Manges, LLP (as counsel to the Ad Hoc Group of Second Lien 
Lenders), Latham & Watkins, LLP (as counsel to the Second Lien 
Administrative Agent), Houlihan Lokey Capital, Inc. (as financial advisors to 
the Ad Hoc Group of Second Lien Lenders), local counsel, and other 
professionals retained from time to time pursuant to the engagement letters 
which each advisor has executed with the Company, and which financial 
advisor engagement letters shall be provided to the advisors to the Noteholder 
Backstoppers prior to the Petition Date (provided that, for the avoidance of 
doubt, the Noteholder Backstoppers shall share their financial advisor 
engagement letters with the advisors to the Second Lien Backstoppers prior to 
the Petition Date).  As long as the RSA is not terminated, the payment of such 
fees and expenses will not include the payment of any fees and expenses 
which are in furtherance of any plan of reorganization or restructuring other 
than as contemplated by the RSA. 
 
2.  Payment of post-petition interest, at the contract rate, on 63.0%4 of the 
principal amount outstanding of the Second Lien Facility; provided, however, 
that to the extent that the Plan is not consummated on or prior to April 30, 
2016 and the RSA is terminated, or the RSA is terminated on any other basis, 
such adequate protection payments (including any payments made prior 

                                                 
4 It is intended that this percentage shall be approximately equal to the percentage of the Second Lien Lenders’ 

claims that are agreed, as part of the consensual Plan, to be secured.  To the extent that the RSA is terminated 
such secured “settlement” value shall not be admissible in any court or used for any purpose whatsoever. 
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thereto) shall be subject to recharacterization as principal payments, and all 
parties reserve all rights to argue that the Second Lien Lenders are entitled to 
more or less adequate protection payments.  For the avoidance of doubt, in 
such circumstances, the right of the Debtors to use cash collateral shall 
terminate. 
 
3.  Replacement liens and super-priority claims under section 507(b) of the 
Bankruptcy Code junior to the DIP Facility and First Lien Facility to the 
extent of any diminution in value5 of the Second Lien Lenders’ pre-petition 
collateral.  To the extent the obligations under the DIP Facility are secured by 
a lien on EHH or the interests in EHH, the Second Lien Lenders also shall 
receive an adequate protection lien on EHH or the interests in EHH, junior to 
the DIP lien and the First Lien Facility adequate protection lien; provided, 
however, that to the extent the Second Lien Lenders ever have any rights with 
regard to diminution in value of their pre-petition collateral, they will first 
need to “marshal” any such rights against all other adequate protection prior to 
seeking to exercise rights and/or remedies against the EHH interests; provided 
further that any proceeds of a sale of the EHH interests, after satisfying the 
DIP Facility claims, shall be segregated until such time as it is determined that 
the Second Lien Lenders’ adequate protection claims have been satisfied from 
other sources (and such funds shall be applied first to satisfy the First Lien 
Lenders’ adequate protection claims).    

4.  Continued access to information and financial reporting. 

5.  Subject to entry of the Final DIP Order only, a waiver of (i) any “equities 
of the case” exception under Section 552(b) of the Bankruptcy Code, and (ii) 
the provisions of Section 506(c) of the Bankruptcy Code. 

In the event the RSA is terminated, all parties reserve all rights with respect to 
adequate protection to the Second Lien Lenders, including, without limitation, 
rights of the Second Lien Lenders and/or the Second Lien Administrative 
Agent to seek additional adequate protection, and rights of all parties to 
oppose the granting of (or seek to recharacterize) any previous grants of (or 
any additional) adequate protection. 

Adequate Protection 
for the Other Secured 
Lenders (as defined 
on Schedule 4) 

 Other Secured Lenders will receive replacement liens solely on their 
prepetition collateral (and, for the avoidance of doubt, will not receive any lien 
on equity interests or economic interests (or proceeds thereof) in EHH) and 
super-priority claims under section 507(b) of the Bankruptcy Code to the 
extent of any diminution in value of the Other Secured Lenders’ respective 
prepetition collateral. 

Mandatory 
Prepayments 

 100% of net cash proceeds from asset sales (other than up to an aggregate 
$10 million from the proceeds of “Permitted Asset Sales” (as such term is 
defined in the First Lien Facility)), to the extent permitted, whether or not 
such assets are Collateral. 

100% of insurance and condemnation proceeds and net cash proceeds 
from the issuance of post-petition indebtedness or equity (to the extent 

                                                 
5 The value of the Second Lien Lenders’ prepetition collateral will be based upon the percentage of the Second 

Lien Lenders’ claims that are agreed, as part of the consensual Plan, to be secured.  To the extent the RSA is 
terminated, such secured “settlement” value shall not be admissible in any court or used for any purpose 
whatsoever.   
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permitted).  

Representations and 
Warranties, 
Covenants, Financial 
Covenants, and 
Events of Default 

 Representations and warranties customarily found in loan agreements for 
similar DIP financings (including where such financings include the 
Backstoppers’ support for a restructuring through an RSA) and other 
representations and warranties determined by the Backstoppers (which will be 
applicable to the Borrower, the Guarantors and their respective subsidiaries). 

Affirmative and negative covenants customarily found in loan agreements for 
similar DIP financings (including where such financings include the 
Backstoppers’ support for a restructuring through an RSA) and other 
covenants determined by the Backstoppers (which will be applicable to the 
Borrower, the Guarantors and their respective subsidiaries); provided, 
however, there shall be no prohibition or restriction on the Debtors’ ability to 
market, consider, or negotiate alternative debtor-in-possession financings to 
refinance obligations outstanding under the DIP Credit Agreement; provided 
further that in their efforts (if any), the Debtors shall consider that the DIP 
Facility is a critical element of the settlements underpinning the RSA.  

The Senior Secured Multi-Draw Term Loan Credit Agreement (the “DIP 
Credit Agreement”) and other guarantee, security and relevant 
documentation (together with the DIP Credit Agreement, the “DIP Loan 
Documents”) will contain the following budget variance covenants:  

(a) The Budget variance covenant will be tested on a weekly basis, beginning 
on the earlier of the four week anniversary of the Petition Date, or the date that 
is two days prior to the hearing to approve the Final DIP Order; 

(b) The Budget variance covenant will be tested on a cumulative, previous 
three week basis; 

(c) The Budget variance covenant will test three items: (1) Receipts  (i.e., not 
including royalties), (2) Capital Expenditures, and (3) Gross Disbursements 
(i.e. not including (a) professional fees or (b) lien and royalty payments in 
accordance with the “first day orders” and “first day motions” but only as the 
DIP Orders contain restrictions and consent rights on the payments approved 
by such “first day orders” in form and substance reasonably satisfactory to the 
Debtors, the Noteholder Backstoppers, and the Second Lien Backstoppers); 
and 

(d) The Budget variance covenant will allow for cushions of 20% on Receipts, 
20% on Gross Disbursements, and 20% on Capital Expenditures. 

The DIP Loan Documents will contain reporting requirements customarily 
found in loan documents for similar DIP financings (including where such 
financings include the Backstoppers’ support for a restructuring through an 
RSA) and other reporting requirements determined by the Backstoppers, 
including, without limitation, (i) an initial 13-week budget satisfactory to the 
Debtors and the Second Lien Backstoppers and the Noteholder Backstoppers 
(the “Initial DIP Budget”), (ii) a new 13-week budget satisfactory to the 
Debtors and the majority of the Tranche A Lenders and the majority of the 
Tranche B Lenders every three weeks thereafter, satisfactory to the Required 
Lenders (together with the Initial DIP Budget, the “DIP Budget”), and (iii) a 
weekly budget variance report, in form and substance and containing 
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information reasonably requested by the Backstoppers.6 

The DIP Loan Documents will contain events of default customarily found in 
loan agreements for similar DIP financings (including where such financings 
include the Backstoppers’ support for a restructuring through an RSA) and 
other events of default determined by the Backstoppers (which will be 
applicable to the Borrower, the Guarantors and their respective subsidiaries).  
There will be a specific Event of Default based upon the occurrence of a 
consecutive 15-day trading period during which natural gas prices as 
published by NYMEX are less than $1.65 per MMBtu.  For the avoidance of 
doubt, the DIP Loan Documents will contain the milestones set forth herein, 
for which the failure to comply will constitute an Event of Default. 

Conditions Precedent 
to Initial Draw and 
Final Order Draw 

 Shall include the following:  

(1) All documentation relating to the DIP Facility, including the Interim DIP 
Order and Final DIP Order, shall be in form and substance satisfactory to the 
Debtors and the Backstoppers (it being understood and agreed that the form of 
the Interim DIP Order and the form of the Final DIP Order shall require the 
consent of the Second Lien Backstoppers and the Noteholder Backstoppers).  
For the avoidance of doubt, the Final DIP Order shall include authorization 
and direction for the Debtors to repay, in full and in cash, all amounts 
outstanding under the First Lien Facility and all adequate protection then-
owing to the First Lien Lenders.   

(2) All “first day motions” filed and “first day orders” entered at the time of 
commencement of the Chapter 11 Cases shall be reasonably satisfactory in 
form and substance to the Backstoppers.  With regard to the Final Order 
Draw, all “second day orders” and any motions filed and orders entered 
between the Petition Date and the date of entry of the Final DIP Order shall be 
in form and substance reasonably satisfactory to the Backstoppers. 

(3) All reasonable out-of-pocket fees and expenses (including the fees and 
expenses of outside counsel) of the Second Lien Backstoppers and the 
Noteholder Backstoppers shall have been paid whether incurred prior to or 
after the Petition Date. 

(4) The Backstoppers shall be satisfied that, except as authorized by the 
Interim DIP Order, there shall not occur as a result of, and after giving effect 
to, the initial extension of credit under the DIP Facility, a default (or any event 
which with the giving of notice or lapse of time or both would be a default) 
under any of the Borrower’s or the Guarantors’ other material agreements 
(other than debt instruments or defaults arising due to the filing of the Chapter 
11 Cases). 

(5)The absence of any change, effect, fact, event, occurrence, condition, 
circumstance or development that, individually or in the aggregate, (a) is, or is 
reasonably likely to have, a material adverse effect on the business, condition 
(financial or otherwise), operations, performance, properties, contingent 
liabilities, or material agreements or prospects of the Debtors, taken as a 
whole, since June 30, 2015 or (b) would reasonably be expected to prevent or 
materially restrict or delay the ability of the Debtors to perform their 

                                                 
6  “Required Lenders” shall be defined as DIP Lenders holding more than 50% of the aggregate funded DIP 

Loans and unfunded DIP commitments.   
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respective material obligations under the DIP Loan Documents, in each case 
other than any change, effect, fact, event, occurrence, condition, circumstance 
or development resulting from an (i) the effect of any change in the United 
States or foreign economies or securities, commodities or financial markets; 
(ii) the effect of any change arising in connection with hostilities, acts of war, 
sabotage or terrorism or military actions or any escalation or material 
worsening of any such hostilities, acts of war, sabotage or terrorism or military 
actions existing or underway; (iii) the effect of any action taken by 
Backstoppers or their Affiliates with respect to the DIP Facility or with respect 
to the Debtors (including through such persons’ participation in the Chapter 
11 Cases); (iv) the effect of any changes in applicable laws or accounting 
rules; and (v) any effect resulting from the filing or public announcement of 
the Chapter 11 Cases (any of the foregoing being a “Material Adverse 
Change”).  

(6) With respect to the Initial Draw, there shall exist no action, suit, 
investigation, litigation or proceeding pending or (to the knowledge of the 
Debtors) threatened against one or more of the Debtors in any court or before 
any arbitrator or governmental instrumentality (other than the Chapter 11 
Cases) that is not stayed unless agreed to in writing by the Second Lien 
Backstoppers and Noteholder Backstoppers (any such action, suit, 
investigation, litigation or proceeding, a “Material Litigation”). 

(7) With respect to the Initial Draw, all necessary governmental and third 
party consents and approvals necessary in connection with the DIP Facility 
and the transactions contemplated thereby shall have been obtained  and shall 
remain in effect; and no law or regulation shall be applicable that restrains, 
prevents or imposes adverse conditions upon the DIP Facility or the 
transactions contemplated thereby. 

(8) With respect to the Initial Draw, the Collateral Agent shall have a valid 
and perfected lien on and security interest in the Collateral and any rights 
granted with respect to EHH or the interests in EHH, to the extent consent is 
obtained, in each case, with the priority set forth in the section entitled 
“Collateral”, and the First Lien Credit Facility Agent and the Second Lien 
Credit Facility Agent shall have the respective rights with regard to EHH 
discussed above in the sections entitled “Adequate Protection to the First Lien 
Lenders” and “Adequate Protection to the Second Lien Lenders”. 

(9) With respect to the Initial Draw, the Administrative Agent shall have 
received endorsements naming the Administrative Agent, on behalf of the 
Lenders, as an additional insured and loss payee, as applicable, under all 
insurance policies to be maintained with respect to the Collateral7. 

(10) With respect to the Initial Draw, the Backstoppers shall have received the 
DIP Budget, which will govern the use of the DIP Facility, in form and 
substance satisfactory to the Debtors, the Second Lien Backstoppers, and the 
Noteholder Backstoppers. 

(11) With respect to the Initial Draw, the Debtors shall have executed the 
RSA, which shall be in form and substance satisfactory to the Debtors, the 

                                                 
7  It is understood and agreed that this may be a post-closing covenant, to be completed within 5 days of the 

Petition Date.  
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Second Lien Backstoppers, and the Noteholder Backstoppers. 

(12) Solely with respect to the Final Order Draw, the then current status of the 
contractual relationship with EHH, as directed by Morgan Stanley, in 
connection with the EHH and its subsidiaries shall be in form and substance 
satisfactory to the Second Lien Backstoppers and the Noteholder 
Backstoppers. 

On the funding date of each DIP Loan (i) there shall exist no default under the 
DIP Loan Documents, (ii) the representations and warranties of the Debtors 
therein shall be true and correct in all material respects (or in the case of 
representations and warranties with a “materiality” qualifier, true and correct 
in all respects) immediately prior to, and after giving effect to, such funding, 
(iii) the making of such DIP Loan shall not violate any requirement of law and 
shall not be enjoined, temporarily, preliminarily or permanently, (iv) no later 
than 30 days after the entry of the Interim DIP Order, the Bankruptcy Court 
shall have entered an order approving the DIP Facility (such order, in form 
and substance reasonably satisfactory to the Debtors and the Second Lien 
Backstoppers and the Noteholder Backstoppers, the “Final DIP Order”), and 
(v) the Interim DIP Order or Final DIP Order, as the case may be, shall be in 
full force and effect and shall not have been vacated, reversed, modified, 
amended or stayed in any respect without the consent of each of a majority of 
the Tranche A Lenders and the Tranche B Lenders (the conditions described 
in clauses (i), (ii), (iii), and (v) shall be referred to as the “Subsequent 
Conditions Precedent”). 

Conditions Precedent 
to Third Draw 

 Shall include, among others, the following: 

(a) All of the Subsequent Conditions Precedent shall have been satisfied;  

(b)  At least 25% of the Tranche A Lenders or at least 25% of the Tranche B 
Lenders shall have determined to fund the Third Draw;  

(c)  The then current status of the contractual relationship with EHH, as 
directed by Morgan Stanley, in connection with EHH and its subsidiaries and 
affiliates shall be in form and substance satisfactory to the Second Lien 
Backstoppers and the Noteholder Backstoppers; 

(d) The “Disclosure Statement”, in form and substance satisfactory to the 
Tranche A Lenders and the Tranche B Lenders, shall have been approved by 
the Bankruptcy Court;  

(e) On or prior to the date that is seven days before the scheduled 
commencement of the Confirmation Hearing (as such date is scheduled in the 
RSA) (such date, the “Third Draw Date”), the DIP Lenders (based on the 
conditions precedent listed in the preceding provision (b)) will notify the 
Debtors whether the DIP Lenders will fund the Third Draw.  To the extent the 
DIP Lenders determine to fund the Third Draw, the alternatives for such 
funding  shall be as follows: 

(1)  Funding of such Third Draw (or a portion thereof as determined by the 
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DIP Lenders (based on the conditions precedent in the preceding provision (b) 
and the Debtors) as part of the Debtors’ and Backstoppers’ mutual decision8 
(as determined in footnote Error! Bookmark not defined.) to go forward 
with a Section 363 sales process of the Debtors’ assets, upon terms and 
conditions (and a budget) agreed to by the Debtors, the Tranche A Lenders, 
and the Tranche B Lenders (as determined in footnote 8) or 

(2) If the Debtors and the Backstoppers do not mutually determine to go 
forward with a Section 363 sales process, the funding of the Third Draw will 
be used to continue with confirmation and consummation of the Plan. 

Buy-Out Right  If the RSA is terminated at any time, the Tranche A Lenders who have funded 
DIP Loan Commitments will have the right to purchase up to 15% of the 
funded and unfunded DIP Loan Commitments, plus accrued and unpaid 
interest  from the Tranche B Lenders by sending the Tranche B Lenders, 
within 10 days of the date of termination of the RSA, an irrevocable notice of 
intent to purchase, provided that the purchase and assignment of such 
commitments must be completed within 5 business days of the date of such 
notice.  The terms and conditions of such “buy-out” right shall be finalized in 
the DIP Loan Documents. 

Milestones  DIP and RSA to include the following milestones:  

Petition Date: 12/15/15                                                     

Filing of First Day Motions: 12/15/15                                  

Entry of Interim DIP Order: 12/17/15 

Filing of a Motion to Reject Executory Contracts and Set Procedures with 
Regard To the Determination of Rejection Damages:  1/7/16 

Filing of Plan or Reorganization (the “Plan”), Disclosure Statement, Motion 
to Approve the Adequacy  of the Disclosure Statement, and Motion to Assume 
the RSA:  1/7/16                            

Entry of Final DIP Order: 1/15/16                      

Entry of an Order Approving the Adequacy of  the Disclosure Statement and 
Debtors’ Assumption of the RSA:  2/12/16                             

Commencement of Hearing to Confirm Plan (the “Confirmation Hearing”): 
3/28/16  

Entry of Confirmation Order: 4/1/16  

Effective Date of Plan (the “Effective Date”): 4/15/16  

Professional Fee  Each of the Interim DIP Order and the Final DIP Order shall contain the 

                                                 
8  The determination of the parameters of the Debtors’ sale efforts (if such an option is determined after the Third 

Draw Date) will be determined at that time by the Debtors, the Second Lien Backstoppers, and the Noteholder 
Backstoppers.  For the avoidance of doubt, the Debtors shall have no obligation to pursue to a Section 363 sales 
process and shall retain authority to conduct such sale. 
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Carve Out professional fee carve out set forth on Schedule 2 attached hereto. 

RESTRUCTURING 
PROPOSAL 

  

Terms  Consideration 

RSA  Each of the members of the Ad Hoc Group of Second Lien Lenders, each of 
the members of the Ad Hoc Group of Unsecured Noteholders and each DIP 
Lender (on the Petition Date or at any time thereafter) will enter into the RSA 
with the Debtors, in form and substance satisfactory to the Debtors, the 
Noteholder Backstoppers, and the Second Lien Backstoppers, that can be filed 
with the Bankruptcy Court on the Petition Date.  The Debtors will file a 
motion seeking authorization to assume the Restructuring Support Agreement 
in accordance with the timelines and milestones set forth above.   

Business Plan  The Debtors and the Backstoppers will work together to develop a business 
plan for Reorganized MHRC that will be in form and substance satisfactory to 
the Debtors and a supermajority (66 2/3%) of both the Second Lien 
Backstoppers and the Noteholder Backstoppers (such agreed upon Business 
Plan, the “Agreed To Business Plan”).  The Debtors will provide the 
Backstoppers and their advisors all of the information necessary and 
reasonably requested in order to develop such plan (and the Backstoppers 
acknowledge receipt of the business plan included as part of the creditor 
materials distributed on November 23 and November 24, 2015).  

Settlement Enterprise 
Value 

 For settlement purposes only, total enterprise value of $900 mm (the 
“Settlement Enterprise Value”).  Such Settlement Enterprise Value shall not 
be indicative of any party’s views (including the Debtors’, for the avoidance 
of doubt) regarding total enterprise value, but rather is a settled value for the 
purpose of determining equity splits and conversion rates for the various 
claimants. 

DIP Financing  As set forth above. 

Backstop Fee  In consideration for providing a backstop of the DIP Facility, each 
Backstopper will receive an irrevocable fee in the amount of its pro rata share 
(based on commitments for the DIP Facility on the initial funding date of the 
DIP Loan) of 3% of the New Common Equity of Reorganized MHRC9; 
provided, however, that to the extent the Plan of Reorganization contemplated 
by the RSA is not consummated, this fee will be paid in cash when the 
principal amounts outstanding under the DIP Facility come due, and will be 
equal to 3% of the total committed amount of the DIP Facility (provided, 
however, that, to the extent the RSA terminates and the Backstop Fee is paid 
in cash, the “total committed amount” shall be deemed to exclude the amount 
of the Third Draw unless such Third Draw is actually funded), to be paid in 

                                                 
9  The amount of New Common Equity received as a Backstop Fee equates to a higher dollar value (based on the 

Settlement Enterprise Value) than 3% of the total committed amount of the DIP Facility because the 
Backstoppers are being compensated for (a) agreeing to backstop a fully equitizable DIP Facility, (b) agreeing 
to receive the Backstop Fee in the form of equity rather than cash, and (c) agreeing to receive the Backstop Fee 
at the end of the chapter 11 cases, rather than at the time the commitment is made.  It is understood and agreed 
by all parties, including the Debtors, that the Backstop Fee is an integral component of the overall agreed-to 
settlement between the Ad Hoc Group of Second Lien Lenders and Ad Hoc Group of Noteholders, and any 
failure to receive approval thereof will cause a termination of the RSA.   
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cash.  Such fee will be fully earned upon the entry of the Interim DIP Order.  
Other than the Commitment Fee (which, as noted above, will be paid to all 
DIP Lenders) and the Backstop Fee, there shall be no other fees paid to the 
Backstoppers or the DIP Lenders. 

Conditions Precedent 
to Emergence 

 The occurrence of the Effective Date of the Plan shall be subject to the 
satisfaction of certain conditions precedent, as determined by the 
Backstoppers (it being understood and agreed that any determination to be 
made by the Backstoppers in this section entitled “Conditions Precedent to 
Emergence” shall require the consent of both the Noteholder Backstoppers 
and the Second Lien Backstoppers), including, without limitation, the 
following:  

• Entry of an order of the Bankruptcy Court confirming the Plan, and entry 
of an order by the Bankruptcy Court approving the Disclosure Statement, 
in both instances in form and substance satisfactory to the Debtors, the 
Second Lien Backstoppers, and the Noteholder Backstoppers; 

• The restructuring transactions shall be structured in the most tax efficient 
manner as determined by the Debtors, the Second Lien Backstoppers, and 
the Noteholder Backstoppers, and all accounting treatment and other tax 
matters shall be resolved by the Debtors, the Second Lien Backstoppers, 
and the Noteholder Backstoppers; 

• The Debtors shall not be in default of the DIP Facility or the Final DIP 
Order (or, to the extent that the Debtors have been in default or are in 
default on the proposed Effective Date, such default shall have been 
waived by the DIP Lenders or cured by the Debtors in a manner consistent 
with the DIP Facility); 

• The total amount of any administrative expenses paid by the Debtors on 
the Effective Date (or prior thereto) shall not exceed the sum of (i) fees and 
expenses incurred by legal and financial advisors and (ii) $20 million; 
provided that such expenses may be increased with the consent of the 
Second Lien Backstoppers and the Noteholder Backstoppers;  

• There shall not have been a Material Adverse Change10; 

• The Debtors shall have entered into a new credit facility or credit facilities 

                                                 
10  For purposes of this condition precedent, “Material Adverse Change” means any change, effect, fact, event, 

occurrence, condition, circumstance or development after the Petition Date, that, individually or in the 
aggregate, (a) is, or is reasonably likely to have, a material adverse effect on the business, condition (financial 
or otherwise), operations, performance, properties, contingent liabilities, or material agreements or prospects of 
the Debtors, taken as a whole, since June 30, 2015 or (b) would reasonably be expected to prevent or materially 
restrict or delay the ability of the Debtors to perform their respective material obligations under the DIP Loan 
Documents, in each case other than any change, effect, fact, event, occurrence, condition, circumstance or 
development resulting from an (i) the effect of any change in the United States or foreign economies or 
securities, commodities or financial markets; (ii) the effect of any change arising in connection with hostilities, 
acts of war, sabotage or terrorism or military actions or any escalation or material worsening of any such 
hostilities, acts of war, sabotage or terrorism or military actions existing or underway; (iii) the effect of any 
action taken by Backstoppers or their Affiliates with respect to the DIP Facility or with respect to the Debtors 
(including through such persons’ participation in the Chapter 11 Cases); (iv) the effect of any changes in 
applicable laws or accounting rules; and (v) any effect resulting from the filing or public announcement of the 
Chapter 11 Cases. 
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(the “Exit Facility”) in the aggregate committed amount  contemplated by 
the Agreed to Business Plan, on terms and conditions, and with lenders, 
satisfactory to the Second Lien Backstoppers, the Noteholder 
Backstoppers, and the Debtors;   

• All requisite governmental authorities and third parties shall have approved 
or consented to the Restructuring, to the extent required;  

• All of the Backstoppers’ reasonable and documented professional fees 
(including legal and financial and any other special advisors retained by the 
Ad Hoc Group of Second Lien Lenders and the Ad Hoc Group of 
Unsecured Noteholders either before or during the Chapter 11 Cases) and 
out-of-pocket expenses incurred in connection with the Restructuring or 
any other matter in connection thereto, including, without limitation, those 
fees and expenses incurred during the Chapter 11 Cases, shall have been 
paid by the Debtors; in addition, and for the avoidance of doubt, the 
Second Lien Backstoppers’ and the Noteholder Backstoppers’ legal and 
financial (and any other special) advisory fees and expenses during the 
Chapter 11 Cases shall be paid currently, every two weeks, upon 
presentation of a reasonably detailed invoice (redacted for privilege and 
any other confidentiality concerns) and payment of the Second Lien 
Backstoppers’ and the Noteholder Backstoppers’ financial advisory fees 
and success fees shall be deemed an obligation under the DIP Facility (and 
such obligation shall be reflected in the Interim and Final DIP Orders);  

• The Debtors shall, before the Petition Date, have provided the 
Backstoppers with a summary of the total amount of fees and expenses 
paid to the Debtors’ financial and legal advisors since September 1, 2015 
including, without limitation, the amounts paid to Kirkland & Ellis, LLP, 
Bracewell & Giuliani, LLP, and PJT Partners; and  

• The Debtors shall not have transferred, outside of the ordinary course of 
business, any of their assets (as of the date hereof) including, without 
limitation, cash on hand, to non-Debtors without the prior approval of the 
Backstoppers or as otherwise permitted under the DIP Facility. 

 
Eureka Hunter11  Unless contemplated by the RSA upon the failure to satisfy the Conditions 

Precedent to the Third Draw, the Debtors shall not take any action including, 
without limitation, engaging an investment banker, contacting potential 
bidders, or seeking approval of a motion to approve bidding procedures, with 
regard to the Debtors’ equity interest in EHH or any of their affiliates or 
subsidiaries, without the consent of the Backstoppers.  In furtherance thereof, 
the Debtors shall terminate the current engagement with Bank of Montreal 
regarding its investment banking work (and any other work) regarding any 
sale process of the EHH interest (or any interest in any of EHH’s subsidiaries 
or affiliates).  In addition, the Debtors shall not agree to any modifications to 

                                                 
11  It is understood and agreed that any determination to be made by the Backstoppers in this section entitled 

“Eureka Hunter” shall require the consent of both the Noteholder Backstoppers and the Second Lien 
Backstoppers. 
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the terms of the Gas Gathering Agreement or the EHH LLC agreement (the 
“EHH LLC Agreement”)12 without the consent of the Backstoppers. 

NewCo Equity Status  The Debtors will emerge from chapter 11 as a private company initially.  The 
timing of publicly listing the New Common Equity on a national exchange 
will be determined by the New Board as informed by input from the Second 
Lien Backstoppers and the Noteholders Backstoppers, but in all instances it is 
intended that the New Common Equity will be listed on a national exchange 
no later than nine months after the Effective Date. 

Releases13  The exculpation provisions, the Debtor releases, and the “Third-Party” 
releases to be included in the Plan will be as set forth on Schedule 3 attached 
hereto. 

For the avoidance of doubt, pursuant to the RSA, the Backstoppers will agree 
not to “opt out” of the consensual “Third Party” releases, including those 
granted to the Debtors’ current and former directors and officers; as 
consideration with regard thereto, and as consideration for the time, expense, 
and other value provided by the Backstoppers in connection with this 
Restructuring, it is an express condition to the Backstoppers’ approval of the 
order confirming the Plan that such order grant full exculpation to the 
Backstoppers. 

Plan as a Rule 9019 
Settlement of All 
Issues 

 The Backstoppers and the Debtors acknowledge and agree that the Plan shall 
be treated as a settlement pursuant to Bankruptcy Rule 9019 (the “9019 
Settlement”) of various issues, controversies, and disputes, which consist of, 
among others, the following: 

(1) The amount (if any) of the secured portion of the Second Lien Facility 
Claim, including the perfection, validity and amount of any mortgages 
securing the Second Lien Facility; 

(2)  The dispute regarding whether (and/or to what extent) the liens and claims 
granted by Triad Hunter, LLC (“Triad Hunter”) in connection with the 
Debtors’ entry into the Second Lien Facility or the indenture governing the 
Senior Unsecured Notes should be avoided as fraudulent conveyances; 

(3)  The validity, priority, treatment, and amount of any intercompany 
transfers, including the intercompany transfers between Magnum Hunter 
Resources, Inc. and Triad Hunter; 

(4)  The potential to recharacterize as principal (or otherwise) any adequate 
protection payments made to the Second Lien Lenders; 

(5)  Any dispute regarding the appropriate allocation of G&A costs across the 
Debtors’ assets; and 

                                                 
12  The EHH LLC Agreement refers to that certain Second Amended and Restated Limited Liability Agreement of 

EHH, dated as of October 3, 2014, by and among EHH, MSIP II Buffalo Holdings, LLC, MHRC, and other 
parties thereto. 

13  It is understood and agreed that any determination to be made by the Backstoppers in this section entitled 
“Releases” other than that set forth in such section shall require the consent of the Debtors and both the 
Noteholder Backstoppers and the Second Lien Backstoppers. 

Case 15-12533-KG    Doc 15-2    Filed 12/15/15    Page 154 of 169



 

15 
KE 38919159 

(6)  Any challenges to transfers made by the Debtors to any related entities 
(including any of such entities that are affiliated with or owned in part by the 
Debtors’ officers, including, without limitation, GreenHunter Resources, Inc.) 
and, to the extent the modifications to the EHH agreements are achieved, to 
EHH.  

The Plan shall be deemed a motion to approve the 9019 Settlement.  To the 
extent that the Plan is not approved, the issues, controversies, and disputes 
listed above, among others, may be the subject of litigation between and/or 
among the Backstoppers and the Debtors, among others, and nothing in this 
Term Sheet or the Plan or Disclosure Statement (or any settlement 
negotiations) may be used by any party as evidence (or otherwise) with regard 
thereto, including, without limitation, with regard to the strengths or 
weaknesses of any of the various parties’ positions, arguments, or claims.  To 
that end, to the extent that the Plan is not approved, this Term Sheet shall be 
deemed null and void and of no further force and effect. 

Targeted Emergence 
Date 

 April 15, 2016. 

Management 
Incentive Plan 

 Members of the management team of Reorganized MHRC shall be entitled to 
participate in an equity incentive program to earn up to a percentage (to be 
determined by the Debtors, the Noteholder Backstoppers, and the Second Lien 
Backstoppers, before the beginning of the confirmation hearing) of the New 
Common Equity (the “Management Incentive Plan”).  The parameters, 
incentives, and eligible executives with respect to this Management Incentive 
Plan shall be determined by the compensation committee of the New Board, 
with input to be provided to the New Board designees by the Noteholder 
Backstoppers and the Second Lien Backstoppers prior to the Effective Date; it 
being understood and agreed that the Management Incentive Plan shall dilute 
all of the New Common Equity equally.  

There will be a cash pool in an amount to be determined no later than January 
14, 2016 among the Debtors, the Second Lien Backstoppers, and the 
Noteholder Backstoppers, which amount will be available to insiders and non-
insiders as part of a KEIP/KERP during the course of the Chapter 11 Cases, 
subject to (x) agreement amongst the Debtors, the Second Lien Backstoppers, 
and the Noteholder Backstoppers, on the metrics, amounts, and terms 
associated with payments to be made under the KEIP/KERP, (y) a motion 
filed by the Debtors seeking any payment with regard thereto no later than 
January 14, 2016 (unless the Debtors, in their discretion, shall have 
determined to move such date to a later date), in form and substance 
satisfactory to the Noteholder Backstoppers and the Second Lien 
Backstoppers, and (z) an order entered by the Bankruptcy Court approving 
any such payments, in form and substance satisfactory to the Debtors, the 
Noteholder Backstoppers, the Second Lien Backstoppers. 

Governance  The board of directors of Reorganized MHRC (the “New Board”) shall 
consist of seven persons: 

(1)  2 persons selected by the Noteholder Backstoppers; 
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(2)  2 persons selected by the Second Lien Backstoppers;  

(3)  The Chief Executive Officer of Reorganized MHRC (the “CEO”); and 

(4)  1 person jointly selected by the Noteholder Backstoppers and the Second 
Lien Backstoppers, who shall serve as the non-executive chairman; and 

(5)  1 person selected by the Noteholder Backstoppers, based upon a slate of 
three candidates jointly determined by the Noteholder Backstoppers and the 
Second Lien Backstoppers. 

It is currently anticipated that Gary C. Evans shall be the CEO and that the 
other members of the Debtors’ current management team will remain in their 
current positions. 

Definitive 
Documents14 

 Any and all documentation necessary to effectuate the Restructuring (other 
than the DIP Loan Documents) or that is contemplated by the Plan shall be in 
form and substance reasonably satisfactory to the Debtors, the Backstoppers 
and/or their advisors.  Such documentation that shall be required to be in form 
and substance reasonably satisfactory to the Backstoppers and/or their 
advisors shall include, among other things, all motions and other filings with 
the Bankruptcy Court made by the Debtors of any kind and at any time, 
including any proposed and final orders (including, without limitation, the 
order confirming the Plan (the “Confirmation Order”)).  In addition, the 
Debtors shall use commercially reasonable efforts to include the Backstoppers 
in all communications with the Bankruptcy Court during the pendency of the 
Chapter 11 Cases.  

For the avoidance of doubt, the RSA shall not contain any prohibition or 
restrictions on the Debtors’ ability to market, consider, or negotiate  
alternative debtor-in-possession financings to refinance obligations 
outstanding under the DIP Credit Agreement; provided further that in their 
efforts, the Debtors shall consider that the DIP Facility is a critical element of 
the settlements underpinning the RSA 

TREATMENT OF 
CLAIMS AND 
INTERESTS 

  

Treatment of 
Claims 

Claims 
($mm) 

Proposed Treatment of Claims 

Administrative and 
Priority Claims 

40 Paid in full in cash at emergence 

DIP 200 Converts into New Common Equity at a 25% discount to Settlement Equity 
Value; this equates to such holders receiving, on account of their DIP Claims, 
their pro rata portion of 28.80% of the New Common Equity.  In addition, the 

                                                 
14  It is understood and agreed that any determination to be made by the Backstoppers in this section entitled 

“Definitive Documents” shall require the consent of both the Noteholder Backstoppers and the Second Lien 
Backstoppers.  In addition, any document referenced in this Term Sheet shall be a reference to such document 
as amended, supplemented, or modified in accordance with its terms. 
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Backstoppers shall receive 3.00% of the New Common Equity.  For the 
avoidance of doubt, in the event the DIP claims do not convert to equity, the 
DIP claims will be paid in full, in cash in accordance with the terms of the DIP 
Credit Agreement and the DIP Orders. 

 
First Lien Credit 
Facility 

70 + 
Accrued 
and 
Unpaid 
Interest 

Repaid, in full and in cash, with proceeds of DIP Facility, upon entry of Final 
DIP Order.   

Second Lien Credit 
Facility 

341 + 
Accrued 
and 
Unpaid 
Interest 

On account of their Second Lien Facility claim (inclusive of any unsecured 
deficiency claim), the holders will receive their pro rata portion of 36.87% of 
the New Common Equity, exclusive of New Common Equity to be received 
on account of DIP Claims or the Backstop Fee.  For the avoidance of doubt, 
(1) the amount that will be ascribed to the “secured” and “unsecured” portion 
of their Second Lien Facility Claim will be for settlement purposes only, and 
will have no significance other than for plan distribution and settlement 
purposes, and (2) the proposed allocation of equity takes into account dilution 
for the equitization of the DIP Facility and the Second Lien Facility 
conversion/Senior Notes equity distribution. 

Senior Notes 632 Fully equitized into 31.33% of the New Common Equity, exclusive of New 
Common Equity to be received on account of DIP Claims or the Backstop 
Fee.  For the avoidance of doubt, the proposed allocation of equity takes into 
account dilution for the equitization of the DIP Facility and the Second Lien 
Facility conversion/Senior Notes equity distribution. 

General Unsecured 
Claims15 

 Currently intended to receive a blended recovery of approximately 80%, to be 
paid in cash, through a combination of payments to be made pursuant to 
Bankruptcy Court orders (critical vendors, assumption, etc.) and a cash pool 
included in the Plan. 

Other Secured Debt 13 Reinstated. 

Preferred and 
Common Shares (and 
any Section 510(b) 
Claims) 

416 + 
Common 

Not entitled to any value. 

 

                                                 
15  General Unsecured Claims consist of all unsecured claims, as of the Petition Date, that are not (a) Noteholder or 

(b) Second Lien Credit Facility deficiency claims.  General Unsecured Claims do not include, for the avoidance 
of doubt, any Section 510(b) claims or claims that may be asserted relating to any equity interests. 
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Schedule 1 

Debtors 

1. Alpha Hunter Drilling, LLC 

2. Bakken Hunter, LLC 

3. Bakken Hunter Canada, Inc. 

4. Energy Hunter Securities, Inc. 

5. Hunter Aviation, LLC 

6. Hunter Real Estate, LLC 

7. Magnum Hunter Marketing, LLC 

8. Magnum Hunter Production, Inc.  

9. Magnum Hunter Resources Corporation 

10. Magnum Hunter Resources GP, LLC 

11. Magnum Hunter Resources, LP 

12. Magnum Hunter Services, LLC 

13. NGAS Gathering, LLC 

14. NGAS Hunter, LLC 

15. PRC Williston LLC 

16. Shale Hunter, LLC 

17. Triad Holdings, LLC 

18. Triad Hunter, LLC 

19. Viking International Resources Co., Inc. 

20. Williston Hunter ND, LLC 
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Schedule 2 

Professional Fee Carve Out to be Included in Interim DIP Order and Final DIP Order 

(a) As used in this [Interim Order / Final Order], the “Carve Out” means the sum of:  (i) all fees 
required to be paid to the Clerk of the Court and to the Office of the United States Trustee for the 
District of Delaware (the “U.S. Trustee”) under section 1930(a) of title 28 of the United States 
Code plus interest at the statutory rate (without regard to the notice set forth in (iii) below); (ii) 
all reasonable fees and expenses up to $50,000 incurred by a trustee under section 726(b) of the 
Bankruptcy Code (without regard to the notice set forth in (iii) below); (iii) to the extent allowed 
at any time, whether by interim order, final order, procedural order, or otherwise, all unpaid fees 
and expenses (the “Allowed Professional Fees”) incurred by persons or firms retained by the 
Debtors pursuant to section 327, 328, or 363 of the Bankruptcy Code (collectively, the “Debtor 
Professionals”) and any official committee appointed in the Chapter 11 Cases pursuant to 
sections 328 or 1103 of the Bankruptcy Code (together with the Debtor Professionals, the 
“Professionals”) at any time before the delivery by the DIP Agent of a Carve Out Trigger Notice 
(defined below), whether allowed by the Court prior to or after delivery of a Carve Out Trigger 
Notice; and (iv) the Allowed Professional Fees of the Professionals in an aggregate amount not 
to exceed $2 million incurred beginning the first business day following delivery by the DIP 
Agent of the Carve Out Trigger Notice, to the extent allowed at any time, whether by interim 
order, final order, procedural order, or otherwise (the amounts set forth in this clause (iv) being 
the “Post-Carve Out Trigger Notice Cap”). 

(b) For purposes of the foregoing, “Carve Out Trigger Notice” shall mean a written notice 
delivered by electronic mail (or other electronic means) by the DIP Agent to the Debtors, their 
lead restructuring counsel, the U.S. Trustee, and lead counsel to the official committee of 
unsecured creditors (“Committee”), if any, which notice may be delivered following the 
occurrence and during the continuation of an Event of Default and acceleration of the DIP 
Obligations under the DIP Facility, stating that the Post-Carve Out Trigger Notice Cap has been 
invoked. 

(c) On the day on which a Carve Out Trigger Notice is given by the DIP Agent to the Debtors 
(the “Termination Declaration Date”), the Carve Out Trigger Notice shall (i) be deemed a draw 
request and notice of borrowing by the Debtors under the DIP Credit Agreement in an amount 
equal to the then unpaid amounts of the Allowed Professional Fees and (ii) constitute a demand 
to the Debtors to utilize all cash on hand as of the date of such notice and any available cash 
thereafter held by any Debtor to fund a reserve in an amount equal to the then unpaid amounts of 
the Allowed Professional Fees.  The Debtors shall deposit and hold such amounts in a segregated 
account in trust to pay any then-unpaid Allowed Professional Fees (the “Pre-Carve Out Trigger 
Notice Reserve”) prior to any and all other claims.   

(d) On the Termination Declaration Date, the Carve-Out Trigger Notice shall also be deemed a 
draw request and notice of borrowing by the Debtors under the DIP Credit Agreement in an 
amount equal to the Post-Carve Out Trigger Notice Cap.  The Debtors shall deposit and hold 
such amounts in a segregated account in trust to pay such Allowed Professional Fees benefiting 
from the Post-Carve Out Trigger Notice Cap (the “Post-Carve Out Trigger Notice Reserve” and, 
together with the Pre-Carve Out Trigger Notice Reserve, the “Carve Out Reserves”) prior to any 
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and all other claims.  The DIP Agent shall immediately send the Carve-Out Trigger Notice to the 
DIP Lenders.  On the first business day after the DIP Agent sends a Carve-Out Trigger Notice to 
the DIP Lenders, notwithstanding anything in the DIP Credit Agreement to the contrary, 
including with respect to the existence of a Default (as defined in the DIP Credit Agreement) or 
Event of Default, the failure of the Debtors to satisfy any or all of the conditions precedent for 
the loans under the DIP Facility, any termination of the DIP Commitments following an Event of 
Default, or the occurrence of the Maturity Date, each DIP Lender (on a pro rata basis based on 
the then-outstanding Commitments) shall make available to the DIP Agent such DIP Lender’s 
pro rata share with respect to such borrowing in accordance with the DIP Facility. 

(e) All funds in the Pre-Carve Out Trigger Notice Reserve shall be used first to pay the 
obligations set forth in clauses (i) through (iii) of the definition of Carve Out set forth above (the 
“Pre-Carve Out  Amounts”), but not, for the avoidance of doubt, the Post-Carve Out Trigger 
Notice Cap, until paid in full, and then, to the extent the Pre-Carve Out Trigger Notice Reserve 
has not been reduced to zero, to pay the DIP Agent for the benefit of the DIP Lenders until the 
obligations under the DIP Facilities (the “DIP Obligations”) have been paid in full, in which case 
any such excess shall be paid to any prepetition claimants in accordance with their rights and 
priorities under applicable law.  

(f) All funds in the Post-Carve Out Trigger Notice Reserve shall be used first to pay the 
obligations set forth in clause (iv) of the definition of Carve Out set forth above (the “Post-Carve 
Out Amounts”), and then, to the extent the Post-Carve Out Trigger Notice Reserve has not been 
reduced to zero, to pay the DIP Agent for the benefit of the DIP Lenders until the DIP 
Obligations have been paid in full, in which case any such excess shall be paid to any prepetition 
claimants in accordance with their rights and priorities as of the Petition Date.  

(g) Notwithstanding anything to the contrary in the DIP Documents, this [Interim Order/Final 
Order], or the [Interim Order/Final Order], if either of the Carve Out Reserves is not funded in 
full in the amounts set forth in this Paragraph [###], then, any excess funds in one of the Carve 
Out Reserves following the payment of the Pre-Carve Out Amounts and Post-Carve Out 
Amounts, respectively, shall be used to fund the other Carve Out Reserve, up to the applicable 
amount set forth in this Paragraph [###], prior to making any payments to the DIP Agent, the 
DIP Lenders, or any prepetition claimants. 

(h) Notwithstanding anything to the contrary in the DIP Documents, this [Interim Order/Final 
Order],  or the [Interim Order/Final Order], following delivery of a Carve Out Trigger Notice, 
none of the DIP Agent, DIP Lenders, Prepetition First Lien Agent, Prepetition Second Lien 
Agent, or Prepetition lenders shall, nor shall they direct any entity to, sweep or foreclose on cash 
(including cash received as a result of the sale or other disposition of any assets) of the Debtors 
until the Carve Out Reserves have been fully funded, but shall have a security interest in any 
residual interest in the Carve-Out Reserves, with any excess paid to the DIP Agent for 
application in accordance with the DIP Documents.  Further, notwithstanding anything to the 
contrary in the DIP Documents, this [Interim Order/Final Order],  or the [Interim Order/Final 
Order]:  (i) disbursements by the Debtors from the Carve Out Reserves shall not constitute loans 
or increase or reduce the DIP Obligations; (ii) the failure of the Carve Out Reserves to satisfy in 
full the Allowed Professional Fees shall not affect the priority of the Carve Out; and (iii) in no 
way shall the Budget, Permitted Variance, Carve Out, Post-Carve Out Trigger Notice Cap, Carve 
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Out Reserves or any of the foregoing be construed as a cap or limitation on the amount of the 
Allowed Professional Fees due and payable by the Debtors nor shall the Debtor Professionals be 
subject to any budget.    For the avoidance of doubt and notwithstanding anything to the contrary 
contained herein, in the Interim DIP Order, the Final DIP Order, or any prepetition secured debt, 
the Carve-Out shall be senior to all liens and claims securing the DIP Facility, the Adequate 
Protection Liens, and the 507(b) Claims and any and all other forms of adequate protection, 
liens, or claims securing the obligations under the DIP Facility or the prepetition secured 
obligations.  Any payment or reimbursement made prior to the occurrence of the Carve Out 
Trigger Notice in respect of any Allowed Professional Fees shall not reduce the Carve Out.  
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Schedule 3 

Release and Exculpation Provisions to be Included in the Plan 

Defined Terms.1 

1. “Affiliate” shall have the meaning set forth in section 101(2) of the Bankruptcy 
Code. 

2. “Bridge Facility Agent” means [the Second Lien Credit Facility Agent, as 
successor to Bank of Montreal], or any successor thereto, as administrative agent and collateral 
agent under the Bridge Financing Facility. 

3. “Causes of Action” means any action, claim, cause of action, controversy, 
demand, right, action, Lien, indemnity, guaranty, suit, obligation, liability, damage, judgment, 
account, defense, offset, power, privilege, license, and franchise of any kind or character 
whatsoever, whether known, unknown, contingent or non-contingent, matured or unmatured, 
suspected or unsuspected, liquidated or unliquidated, disputed or undisputed, secured or 
unsecured, assertable directly or derivatively, whether arising before, on, or after the Petition 
Date, in contract or in tort, in law, or in equity or pursuant to any other theory of law.  For the 
avoidance of doubt, “Cause of Action” includes: (a) any right of setoff, counterclaim, or 
recoupment and any claim for breach of contract or for breach of duties imposed by law or in 
equity; (b) the right to object to Claims or Interests; (c) any Claim pursuant to section 362 or 
chapter 5 of the Bankruptcy Code; (d) any claim or defense including fraud, mistake, duress, and 
usury; and any other defenses set forth in section 558 of the Bankruptcy Code; and (e) any state 
or foreign law fraudulent transfer or similar claim. 

4. “Claim” shall have the meaning set forth in section 101(5) of the Bankruptcy 
Code. 

5. “DIP Facility Agent” means [___], as administrative agent and collateral agent for 
the DIP Facility Lenders under the DIP Facility, in its capacity as such. 

6. “DIP Facility Lenders” means those certain lenders party to the DIP Credit 
Agreement, in their capacity as such. 

7. “Entity” shall have the meaning set forth in section 101(15) of the Bankruptcy 
Code. 

8. “Exculpated Party” means each of the following in its capacity as such:  (a) the 
Debtors; (b) the Reorganized Debtors; (c) the Backstoppers; (d) the Indenture Trustee; (e) the 
Bridge Facility Agent; (f) the DIP Facility Agent; (g) the DIP Facility Lenders; (h) the Exit 
Facility Agent; (i) the Exit Facility Lenders; and (j) with respect to each of the foregoing Entities 
in clauses (a) through (i), such Entity and its current and former Affiliates, and such Entities’ and 
their current and former Affiliates’ current and former directors, managers, officers, equity 

                                                 
1  Capitalized terms used but not otherwise defined herein have the meaning ascribed to them in the 

Restructuring Support Agreement or the Term Sheet, as applicable. 
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holders (regardless of whether such interests are held directly or indirectly), predecessors, 
successors, and assigns, subsidiaries, and each of their respective current and former equity 
holders, officers, directors, managers, principals, members, employees, agents, advisory board 
members, financial advisors, partners, attorneys, accountants, investment bankers, consultants, 
representatives, and other professionals, each in their capacity as such. 

9. “Exit Facility Agent” means [___], or any successor thereto, the administrative 
agent and collateral agent under the Exit Facility, in its capacity as such. 

10. “Exit Facility Lender” means each Lender (as defined in the Exit Facility 
Agreement) that is a party to the Exit Facility Agreement, in its capacity as such. 

11. “Indenture Trustee” means Wilmington Trust, National Association, or any 
successor thereto, as trustee under the Indenture. 

12. “Released Party” means each of the following in its capacity as such:  (a) the 
Debtors; (b) the Reorganized Debtors; (c) the Backstoppers; (d) the Indenture Trustee; (e) the 
Bridge Facility Agent; (f) the DIP Facility Agent; (g) the DIP Facility Lenders; (h) the Exit 
Facility Agent; (i) the Exit Facility Lenders; and (j) with respect to each of the foregoing parties 
under (a) through (i), such Entity and its current and former Affiliates, and such Entities’ and 
their current and former Affiliates’ current and former directors, managers, officers, equity 
holders (regardless of whether such interests are held directly or indirectly), predecessors, 
successors, and assigns, subsidiaries, and each of their respective current and former equity 
holders, officers, directors, managers, principals, members, employees, agents, advisory board 
members, financial advisors, partners, attorneys, accountants, investment bankers, consultants, 
representatives, and other professionals, each in their capacity as such. 

13. “Releasing Party” means each of the following in its capacity as such: (a) the 
Debtors; (b) the Reorganized Debtors; (c) the Backstoppers; (d) the Indenture Trustee; (e) the 
Bridge Facility Agent; (f) the DIP Facility Agent; (g) the DIP Facility Lenders; (h) the Exit 
Facility Agent; (i) the Exit Facility Lenders; (j) all holders of Claims and Interests that are 
deemed to accept the Plan; (k) all holders of Claims and Interests who vote to accept the Plan; (l) 
all holders in voting Classes who abstain from voting on the plan and who do not opt out of the 
releases provided by the Plan; and (m) with respect to each of the foregoing parties under (a) 
through (l), such Entity and its current and former Affiliates, and such Entities’ and their current 
and former Affiliates’ current and former directors, managers, officers, equity holders (regardless 
of whether such interests are held directly or indirectly), predecessors, successors, and assigns, 
subsidiaries, and each of their respective current and former equity holders, officers, directors, 
managers, principals, members, employees, agents, advisory board members, financial advisors, 
partners, attorneys, accountants, investment bankers, consultants, representatives, and other 
professionals, each in their capacity as such.  

14. “Reorganized Debtors” means the Debtors, or any successors thereto, by merger, 
consolidation, or otherwise, on or after the Effective Date, including any new entity formed 
pursuant to the Restructuring Transactions to directly or indirectly acquire the assets or equity of 
the Debtors. 
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15. “Transaction Agreements” means, collectively, (a) the DIP Loan Documents; (b) 
the Definitive Documents; and (c) related agreements and commitment letters. 

Releases by the Debtors. 

Pursuant to section 1123(b) of the Bankruptcy Code, for good and valuable consideration, on and 
after the Effective Date, each Released Party is deemed released and discharged by the Debtors, 
the Reorganized Debtors, and their estates from any and all Claims and Causes of Action, 
whether known or unknown, including any derivative claims, asserted on behalf of the Debtors, 
that the Debtors, the Reorganized Debtors, or their estates would have been legally entitled to 
assert in their own right (whether individually or collectively) or on behalf of the holder of any 
Claim or Interest, based on or relating to, or in any manner arising from, in whole or in part, the 
Debtors (including the management, ownership or operation thereof), the Debtors’ in- or out-of-
court restructuring efforts, intercompany transactions (including dividends paid), transactions 
pursuant and/or related to the Bridge Financing Facility, the Second Lien Credit Facility, the 
Notes, the Intercreditor Agreement, the DIP and Cash Collateral Order (and any payments or 
transfers in connection therewith), any preference or avoidance claim pursuant to sections 544, 
547, 548, and 549 of the Bankruptcy Code, the formulation, preparation, dissemination, 
negotiation, or Filing of the Restructuring Support Agreement, or any Restructuring Transaction, 
contract, instrument, release, or other agreement or document (including providing any legal 
opinion requested by any entity regarding any transaction, contract, instrument, document, or 
other agreement contemplated by the Plan or the reliance by any Released Party on the Plan or 
the Confirmation Order in lieu of such legal opinion) created or entered into in connection with 
the Restructuring Support Agreement, the Disclosure Statement, the Plan, the Transaction 
Agreements, the DIP Facility, the Chapter 11 Cases, the filing of the Chapter 11 Cases, the 
pursuit of Confirmation, the pursuit of Consummation, the administration and implementation of 
the Plan, including the issuance or distribution of Securities pursuant to the Plan, or the 
distribution of property under the Plan, the Transaction Agreements, or any other related 
agreement, or upon any other act or omission, transaction, agreement, event, or other occurrence 
taking place on or before the Effective Date related or relating to the foregoing.  Notwithstanding 
anything to the contrary in the foregoing, the releases set forth above do not release any post-
Effective Date obligations of any party or Entity under the Plan, any Restructuring Transaction, 
or any document, instrument, or agreement (including those set forth in the Plan Supplement) 
executed to implement the Plan. 

Releases by Holders of Claims and Interests. 

As of the Effective Date, each Releasing Party is deemed to have released and discharged each 
Debtor, Reorganized Debtor, and Released Party from any and all Claims and Causes of Action, 
whether known or unknown, including any derivative claims, asserted on behalf of the Debtors, 
that such Entity would have been legally entitled to assert (whether individually or collectively), 
based on or relating to, or in any manner arising from, in whole or in part, the Debtors (including 
the management, ownership or operation thereof), the Debtors’ in- or out-of-court restructuring 
efforts, intercompany transactions (including dividends paid), transactions pursuant and/or 
related to the Bridge Financing Facility, the Second Lien Credit Facility, the Notes, the 
Intercreditor Agreement, the DIP and Cash Collateral Order (and any payments or transfers in 
connection therewith), any preference or avoidance claim pursuant to sections 544, 547, 548, and 
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549 of the Bankruptcy Code, the formulation, preparation, dissemination, negotiation, or Filing 
of the Restructuring Support Agreement, or any Restructuring Transaction, contract, instrument, 
release, or other agreement or document (including providing any legal opinion requested by any 
Entity regarding any transaction, contract, instrument, document, or other agreement 
contemplated by the Plan or the reliance by any Released Party on the Plan or the Confirmation 
Order in lieu of such legal opinion) created or entered into in connection with the Restructuring 
Support Agreement, the Disclosure Statement, the Plan, the Transaction Agreements, the DIP 
Facility, the Chapter 11 Cases, the filing of the Chapter 11 Cases, the pursuit of Confirmation, 
the pursuit of Consummation, the administration and implementation of the Plan, including the 
issuance or distribution of Securities pursuant to the Plan, or the distribution of property under 
the Plan, the Transaction Agreements, or any other related agreement, or upon any other act or 
omission, transaction, agreement, event, or other occurrence taking place on or before the 
Effective Date related or relating to the foregoing.  Notwithstanding anything to the contrary in 
the foregoing, the releases set forth above do not release any (i) post-Effective Date obligations 
of any party or Entity under the Plan, (ii) any Restructuring Transaction, or (iii) any document, 
instrument, or agreement (including those set forth in the Plan Supplement) executed to 
implement the Plan. 

Exculpation. 

Except as otherwise specifically provided in the Plan, no Exculpated Party shall have or incur 
liability for, and each Exculpated Party is hereby released and exculpated from, any Cause of 
Action for any claim related to any act or omission in connection with, relating to, or arising out 
of, the Chapter 11 Cases, the formulation, preparation, dissemination, negotiation, Filing, or 
termination of the Restructuring Support Agreement and related prepetition transactions, the 
Disclosure Statement, the Plan, the Transaction Agreements, or any Restructuring Transaction, 
contract, instrument, release or other agreement or document (including providing any legal 
opinion requested by any Entity regarding any transaction, contract, instrument, document, or 
other agreement contemplated by the Plan or the reliance by any Exculpated Party on the Plan or 
the Confirmation Order in lieu of such legal opinion) created or entered into in connection with 
the Disclosure Statement, the Plan, the Restructuring Support Agreement, the Transaction 
Agreements, or the DIP Facility, the Filing of the Chapter 11 Cases, the pursuit of Confirmation, 
the pursuit of Consummation, the administration and implementation of the Plan, including the 
issuance of Securities pursuant to the Plan, or the distribution of property under the Plan, the 
Transaction Agreements, or any other related agreement, except for claims related to any act or 
omission that is determined in a final order to have constituted actual fraud, willful misconduct, 
or gross negligence, but in all respects such Entities shall be entitled to reasonably rely upon the 
advice of counsel with respect to their duties and responsibilities pursuant to the Plan.  The 
Exculpated Parties have, and upon completion of the Plan shall be deemed to have, participated 
in good faith and in compliance with the applicable laws with regard to the solicitation of, and 
distribution of, consideration pursuant to the Plan and, therefore, are not, and on account of such 
distributions shall not be, liable at any time for the violation of any applicable law, rule, or 
regulation governing the solicitation of acceptances or rejections of the Plan or such distributions 
made pursuant to the Plan.   
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Schedule 4 

Other Secured Debt 

The debt and related obligations evidenced by the documents set forth below shall be referred to 
as the “Other Secured Debt” and the secured parties thereunder the “Other Secured Lenders”: 

Loan and Security Agreement, dated as of February 12, 2010, as amended, restated, modified, 
supplemented or replaced from time to time prior to the Petition Date, between Alpha Hunter and 
Wesbanco Bank, Inc., as lender (“Wesbanco”);  

Master Loan and Security Agreement, dated as of January 23, 2014, as amended, restated, 
modified, supplemented or replaced from time to time prior to the Petition Date, between Alpha 
Hunter and CIT Finance LLC, as lender, including Schedule No. 1 thereunder, as amended, 
restated, amended and restated, supplemented or otherwise modified from time to time; 

Loan Agreement, dated as of December 14, 2011, as amended, restated, modified, supplemented 
or replaced from time to time prior to the Petition Date, between the Borrower and Capital One, 
National Association, as lender; and 

Business Loan Agreement, dated as of February 17, 2010, as amended, restated, modified, 
supplemented or replaced from time to time prior to the Petition Date, between MH Production 
(as successor to Daugherty Petroleum, Inc.) and Traditional Bank, Inc., as lender. 
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Exhibit B to the Restructuring Support Agreement 

Form of Transferee Joinder 

This joinder (this “Joinder”) to the Restructuring Support Agreement (the “Agreement”), 
dated as of December 15, 2015, by and among:  (i) Magnum Hunter Resources Corporation; 
Alpha Hunter Drilling, LLC; Bakken Hunter, LLC; Bakken Hunter Canada, Inc.; Energy Hunter 
Securities, Inc.; Hunter Aviation, LLC; Hunter Real Estate, LLC; Magnum Hunter Marketing, 
LLC; Magnum Hunter Production, Inc.; Magnum Hunter Resources GP, LLC; Magnum Hunter 
Resources, LP; Magnum Hunter Services, LLC; NGAS Gathering, LLC; NGAS Hunter, LLC; 
PRC Williston LLC; Shale Hunter, LLC; Triad Holdings, LLC; Triad Hunter, LLC; Viking 
International Resources Co., Inc.; and Williston Hunter ND, LLC, (ii) the Consenting Bridge 
Financing Lenders, (iii) the Consenting Second Lien Lenders, and (iv) the Consenting 
Noteholders, is executed and delivered by [________________] (the “Joining Party”) as of 
[________________].  Each capitalized term used herein but not otherwise defined shall have 
the meaning ascribed to it in the Agreement. 

1. Agreement to be Bound.  The Joining Party hereby agrees to be bound by all of 
the terms of the Agreement, a copy of which is attached to this Joinder as Annex 1 (as the same 
has been or may be hereafter amended, restated, or otherwise modified from time to time in 
accordance with the provisions thereof).  The Joining Party shall hereafter be deemed to be a 
Party for all purposes under the Agreement and one or more of the entities comprising the 
Restructuring Support Parties. 

2. Representations and Warranties.  The Joining Party hereby represents and 
warrants to each other Party to the Agreement that, as of the date hereof, such Joining Party (a) is 
the legal or beneficial holder of, and has all necessary authority (including authority to bind any 
other legal or beneficial holder) with respect to, the Second Lien Claims and/or Note Claims 
identified below its name on the signature page hereof, and (b) makes, as of the date hereof, the 
representations and warranties set forth in Section 15 of the Agreement to each other Party. 

3. Governing Law.  This Joinder shall be governed by and construed in accordance 
with the internal laws of the State of Delaware, without regard to any conflicts of law provisions 
which would require the application of the law of any other jurisdiction. 

4. Notice.  All notices and other communications given or made pursuant to the 
Agreement shall be sent to: 

To the Joining Party at: 

[JOINING PARTY] 
[ADDRESS] 
Attn: 
Facsimile: [FAX] 
EMAIL: 

IN WITNESS WHEREOF, the Joining Party has caused this Joinder to be executed as of 
the date first written above. 
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[JOINING PARTY] 

 

Holdings: $__________________ of Debt  
      Under the Bridge Financing Facility 

Holdings: $__________________ of Debt  
      Under the Second Lien Credit Facility 

Holdings: $__________________ of Debt 
      Under the Indenture 

Holdings: $__________________ of Debt 
      Under the DIP Credit Agreement 
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Annex 1 to the Form of Transferee Joinder 
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