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AFFIDAVIT NO.2 OF RONALD P. MATHISON
Sworn/Affirmed on July 30, 2020
I,Ronald P. Mathison, of Calgary, Alberta, SWEAR AND SAY THAT:
1.

I am a co-founder, the Executive Chairman and a director of Calfrac Well Services Ltd.
("Calfrac"), a Director and Chairman of Calfrac (Canada) Inc.("CCI") and a director of
12178711 Canada Inc.("Calfrac Arrangeco"), and as such I have personal knowledge of
the matters hereinafter deposed to, save where stated to be based on information and belief,
in which case I do believe such information to be true. I am authorized to swear this
Affidavit on behalf of Calfrac, CCI, Calfrac Well Services Corp, and Calfrac Holdings LP,
by its General Partner, CCI(together, the "Applicants" or the "Calfrac Entities").

2.

All dollar figures stated herein are in Canadian dollars unless otherwise indicated, and all
conversions from US dollars to Canadian dollars were made at the official Bank of Canada
exchange rate for July 10, 2020.

3.

On July 13,2020,I swore an Affidavit in these proceedings("Mathison Affidavit No. 1").
For ease ofreference, a copy ofthe Mathison Affidavit No. 1, without Exhibits, is attached
as Exhibit "1".

4.

I swear this Affidavit as a supplement to the Mathison Affidavit No. 1, to update the Court
and the parties on developments that have occurred since I swore the Mathison Affidavit
No. 1. Any capitalized terms used herein are intended to bear their meanings as defined in
the Mathison Affidavit No. 1 or otherwise will have the meaning given to them in the
Circular or the CBCA Plan (each as defined below), as applicable.

5.

I also swear this Affidavit in support of the Calfrac Entities' application for an Interim
Order under Section 192(4) of the CBCA substantially in the form attached as Schedule
"A" to the application being filed concurrently with this Affidavit, authorizing the
Applicants to convene meetings of the Affected Securityholders (defined below) to
consider and vote on the plan of arrangement of the Applicants (the "CBCA Plan"), as
explained in more detail below.
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I.

OVERVIEW

Background
6.

As described in the Mathison Affidavit No. 1, Calfrac and all of its direct and indirect
subsidiaries (collectively the "Calfrac Group") currently have an unsustainable capital
structure as a result ofrecent declines in the global energy market.

7.

Beginning in the first quarter of 2020, global energy markets and commodity prices have
suffered precipitous declines due to material oversupply, as a result of an unprecedented
drop in global demand for oil and natural gas. Lower energy demand was a result of the
onset of the global COVID-19 crisis and precipitated an oil price war, initiated by certain
of the OPEC+ countries, including Saudi Arabia and Russia. Severely depressed energy
prices have caused oil and gas exploration and production companies, who are the Calfrac
Group's customers to materially reduce their capital expenditure budgets. These capital
expenditure reductions have in turn resulted in a precipitous decline in the demand for
oilfield services, and in particular fracturing services, which accounts for greater than 90%
ofthe Calfrac Group's revenues.

8.

The impacts of industry, geopolitical and commodity price challenges on the Calfrac
Group's financial performance and condition have resulted in, among other things, Calfrac
having a capital structure and liquidity position that is no longer sustainable in light ofthe
Calfrac Group's earnings before interest, taxes, depreciation and amortization("EBITDA")
level, debt levels, and related interest payment obligations. The Calfrac Group now has
inadequate financial flexibility for it to effectively pursue its business and strategic
objectives going forward.

The Preliminary Interim Order
9.

On July 13, 2020, the Applicants commenced these proceedings under the Canada
Business Corporations Act, R.S.C. 1985, c. C-44, as amended (the "CBCA"). These
proceedings were commenced for the purposes of advancing a recapitalization transaction
to be implemented pursuant to a plan of arrangement under Section 192 of the CBCA that
will, among other things, reduce the Calfrac Group's existing indebtedness.
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10.

The Calfrac Entities are ofthe view that, based on the size and nature ofthe Calfrac Group's
existing capital structure, an arrangement is required to reduce its debt obligations and the
Calfrac Group has been accordingly focused on advancing a consensual transaction with
debtholders and shareholders to realign its capital structure.

11.

At a hearing commencing at 3:00 p.m. Mountain time on July 13, 2020, the Honourable
Mr. Justice D.B. Nixon of this Court granted a Preliminary Interim Order (the
"Preliminary Interim Order")which provided, among other things, a stay ofproceedings
in favour of the Applicants, on the terms set out in the Preliminary Interim Order, while
the Calfrac Entities continued to advance a recapitalization transaction with its Affected
Securityholders. A copy of the Preliminary Interim Order and a transcript of the oral
reasons of the Honourable Mr. Justice D.B. Nixon issued on July 13, 2020 in connection
with the Preliminary Interim Order are attached as Exhibit "2" and Exhibit "3"to this
Affidavit, respectively.

12.

The Calfrac Entities provided notice oftheir application for the Preliminary Interim Order
to certain stakeholders on the morning of July 13,2020, and counsel for those stakeholders
(the Agent,the Ad Hoc Committee(defined below), G2S2 Capital Inc. and Wilks Brothers
(defined below)) appeared at the application for the Preliminary Interim Order. Counsel
to Wilks Brothers advised the Court that it would be subsequently making an application
to amend or vary the Stay Provision.

13.

The Preliminary Interim Order, among other things, stayed any right to terminate, demand,
accelerate, set off, amend,declare in default or take any other action under or in connection
with any loan, note, commitment, contract or other agreement, at law or under contract,
that may be exercised, commenced or proceeded with by:(i)the Second Lien Noteholders;
(ii) the Senior Unsecured Noteholders; or (iii) any administrative agent, collateral agent,
sub-agent, indenture trustee or similar person in respect of or in connection with amounts
owing to the Second Lien Noteholders or the Senior Unsecured Noteholders (the "Stay
Provision").
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The Ancillary US Chapter 15 Recognition Proceedings
14.

As described in Mathison Affidavit No. 1, market dynamics have required the Calfrac
Group to flexibly allocate its field workforce and equipment to its most active and
profitable operating areas. This allocation has resulted in the Calfrac Group moving assets
out of a structurally impaired Canadian marketplace and into the US where it has grown its
presence in a number of basins. The Calfrac Entities determined that, due to the Calfrac
Group's presence in the US market, it would be beneficial to also seek a protective stay
against creditors in the US while completing the CBCA Plan.

15.

On July 14,2020, US Bankruptcy Judge David R. Jones heard the Calfrac Entities' request
for reliefin the US Bankruptcy Court for the Southern District ofTexas located in Houston,
Texas.

16.

Judge Jones granted an Order Granting Emergency Provisional Relief pursuant to Chapter
15 ofthe Code(the "US Order"). Counsel for Wilks Brothers appeared at that hearing and
raised objections to parts of the relief being sought. A copy of the transcript of the oral
reasons of Judge Jones is attached as Exhibit "4".

17.

A further hearing to address Calfrac's request for recognition of these CBCA proceedings
as a foreign main proceeding, or in the alternative, a foreign non-main proceeding, under
Chapter 15 of the US Bankruptcy Code is scheduled for August 25, 2020, before Judge
Jones.

The Comeback Hearing
18.

On July 23,2020, Mr. Justice D.B. Nixon("Mr.Justice Nixon")ofthis Honourable Court
heard a comeback application by Wilks Brothers, LLC ("Wilks Brothers") seeking to
amend or vary the Stay Provision in the Preliminary Interim Order, seeking to exempt the
Second Lien Noteholders from the Stay Provision. Counsel to the Second Lien Note
Trustee also appeared at that hearing, to request that the Stay Provision not apply to the
Second Lien Note Trustee.
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19.

In oral reasons delivered on July 27,2020, Mr. Justice Nixon dismissed the Wilks Brothers'
application. Mr. Justice Nixon found, among other things, that in regard to a stay pursuant
to Section 192 ofthe CBCA,and the Stay Provision in particular:
(a)

the Court has the jurisdiction to issue the Stay Provision without obtaining Wilks
Brothers' consent;

(b)

the Court has the jurisdiction to grant stays of proceedings against "third parties"
(i.e. parties who ultimately are not intended to be substantively affected by the plan
of arrangement);

(c)

the Court has the jurisdiction to grant stays of proceedings that restrain contractual
rights normally enjoyed by secured creditors in order to preserve the status quo ante,
while an arrangement proceeds;

(d)

the Court has the jurisdiction to grant stays that maintain the status quo ante and the
Stay Provision was intended to, and does, maintain the status quo ante as it existed
as at 12:01 a.m. on July 13, 2020;

(e)

as at 12:01 a.m. on July 13, 2020, the Applicants had not commenced these CBCA
proceedings;

(f)

the preservation of the Stay Provision in the form granted on July 13, 2020 was
appropriate and necessary to preserve the status quo ante and to do otherwise would
inappropriately alter substantive rights for the benefit of Wilks Brothers;

(g)

the Court has the jurisdiction to grant stays, supported by the policy rationale in
Canadian law embodied in the "fraud on bankruptcy" and "anti-deprivation" rules,
to prevent the altering of the substantive rights of some parties to the detriment of
other stakeholders, including to prevent parties from relying on contractual rights
that deem things to occur as the result ofthe filing of proceedings;

(h)

the preservation of the Stay Provision in the form granted on July 13, 2020 was
appropriate and necessary to prevent the deemed acceleration of the Second Lien

WSLEGAL\044609\00111\25231252v1

7
Notes, and to thereby prevent the alteration ofsubstantive rights and to preserve the
status quo ante;

(i)

the preservation ofthe Stay Provision in the form granted on July 13, 2020 does not
cause prejudice to Wilks Brothers but the variation of the Stay Provision in the
manner requested would cause material prejudice to the Calfrac Entities and their
other stakeholders; and

(j)

the Stay Provision in the form granted on July 13, 2020 is necessary to support the
Calfrac Entities' efforts to advance the Arrangement and the Calfrac Entities had
satisfied their burden of proving that the Stay Provision should be preserved in the
form granted on July 13, 2020.

I am advised by the Calfrac Group's counsel that they have ordered a transcript ofthe oral
reasons of the Honourable Justice D. B. Nixon delivered on July 27, 2020, but that the
transcript has not yet been received. If it is received prior to the hearing of the Interim
Order application on August 6, 2020, the Calfrac Entities will provide it to the Court.
20.

Following the granting ofthe Preliminary Interim Order by the Court, the Calfrac Entities,
with the assistance of their legal and financial advisors, have continued their ongoing
discussions and negotiations with debtholders and their respective advisors, and consistent
with the terms ofthe Preliminary Interim Order, have continued to satisfy their obligations
to suppliers, customers and employees, and to operate their respective businesses in the
ordinary course for the benefit oftheir stakeholders.

21.

The Calfrac Entities have used the stay period established by the granting of the
Preliminary Interim Order in order to be in a position to advance the Arrangement and
Recapitalization Transaction on terms beneficial to the Calfrac Entities' stakeholders. The
CBCA proceedings, to date, and the Preliminary Interim Order, have been instrumental to
create the appropriate time and business stability to negotiate and advance the
Recapitalization Transaction.
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II.

THE ARRANGEMENT

22.

The Calfrac Entities have undertaken extensive efforts with the Affected Securityholders
to seek to finalize the proposed recapitalization ofthe Calfrac Entities' capital structure, as
described below, in a manner that will significantly reduce the Calfrac Entities' debt load
and accompanying interest payments.

23.

In connection with the key strategic priority ofmaintaining financial strength and liquidity,
the Calfrac Group considers it necessary for such a reduction in its outstanding
indebtedness and corresponding interest expense to occur. Similarly, an infusion of new
capital is required in order to preserve substantial value in the assets and operations of
Calfrac and allow it to regain access to growth capital when the global economic outlook
improves.

24.

As addressed further in the accompanying draft management proxy circular
(the "Circular"), which is described in more detail below and attached as an exhibit in a
substantially similar form to the form it is likely to take when final,the Calfrac Group, with
the assistance of its legal and financial advisors, has engaged in discussions and due
diligence efforts with the First Lien Lenders, and numerous holders of Senior Unsecured
Notes and Common Shares (collectively, the "Affected Securityholders"). Certain of the
discussions have been subject to confidentiality agreements, with the aim of achieving a
series of transactions that would comprise the Recapitalization Transaction. Among other
things, the Recapitalization Transaction would reduce the Calfrac Group's debt levels and
cash interest payments, and strengthen the Calfrac Group's overall fmancial position.
Calfrac has also engaged in discussions with the First Lien Lenders in connection with
advancing the Recapitalization Transaction. As further detailed in the Mathison Affidavit
No. 1, Calfrac also offered to enter into a confidentiality agreement with Wilks Brothers,
which was ultimately declined by Wilks Brothers. Calfrac nonetheless corresponded and
spoke with Wilks Brothers, an entity that has publicly disclosed holdings of Second Lien
Notes, Unsecured Notes and Common Shares.
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Key Elements
25.

The recapitalization transaction contemplated by the CBCA Plan and further described in
the Circular (the "Recapitalization Transaction") includes, inter alia, the following key
elements:
(a)

Caifrac's Senior Unsecured Notes (with a principal amount of approximately US
$431.8 million) will be collectively exchanged for Common Shares (the "Senior
Unsecured Note Exchange"), such that: (A) holders of Senior Unsecured Notes
("Senior Unsecured Noteholders") will receive their pro-rata share (based on the
face value of the Senior Unsecured Notes) of 86% of the issued and outstanding
Common Shares following the implementation ofthe Recapitalization Transaction,;
and (B) those Senior Unsecured Noteholders who qualify as Early Consenting
Noteholders (as defined below and in the Circular) will receive, as early consent
consideration for supporting the Recapitalization Transaction, their pro-rata share
(based on the face value of the Senior Unsecured Notes) of 6% of the issued and
outstanding Common Shares following the implementation of the Recapitalization
Transaction, on a non-diluted basis and excluding the further dilution from the
issuance of the Commitment Consideration Shares, in full and final settlement of
the obligations under the Senior Unsecured Notes;

(b)

existing Common Shareholders will retain their Common Shares, subject to, among
other things, a share consolidation to be effectuated as part of the Recapitalization
Transaction (the "Share Consolidation"), such that Existing Shareholders will own
8% of the Common Shares outstanding following implementation of the
Recapitalization Transaction, in each case on a non-diluted basis and excluding the
further dilution from the issuance of the Commitment Consideration Shares;

(c)

Calfrac shall complete an offering (the "New 1.5 Lien Offering") of $60 million
principal amount of new 10% senior secured convertible payment-in-kind notes of
Calfrac (the "New 1.5 Lien Notes"), as follows:
(A)

as to $45 million, made to G2S2 Capital Inc.(or an affiliate thereof),
MATCO Investments Ltd., members of an ad hoc committee of
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Senior Unsecured Noteholders (the "Ad Hoc Committee") and
certain other eligible Senior Unsecured Noteholders (collectively,
the "Commitment Parties"); and
(B)

as to $15 million, made to all eligible, qualified Senior Unsecured
Noteholders, fully backstopped by the Commitment Parties in
exchange for the issuance of Post Consolidation Common Shares
with a value equal to $1.5 million (the "Commitment
Consideration Shares").

Key Effects
26.

The Calfrac Board has determined that the CBCA Plan will have the following effects:
(a)

the Calfrac Group will reduce its total debt by approximately $572.0 million,thereby
reducing leverage and the cost of capital;

(b)

the Calfrac Group will reduce its annual cash interest expense by approximately
$52.6 million per year;

(c)

the Calfrac Group will be relieved from the obligation to pay cash interest in respect
ofthe Senior Unsecured Notes;

(d)

the Calfrac Group liquidity will improve by $45.0 million by virtue ofthe proceeds
raised from the offering ofthe New 1.5 Lien Notes;

(e)

the existing Common Shareholders will, pursuant to the terms of the CBCA Plan ,
retain their Common Shares, subject to, among other things, the Share
Consolidation, and such shareholders will own 8% of the Common Shares
outstanding immediately following implementation of the Recapitalization
Transaction, excluding further dilution resulting from the issuance of the
Commitment Consideration Shares and conversion ofthe New 1.5 Lien Notes;

(f)

the First Lien Lenders will be unaffected by the Recapitalization Transaction,
subject to an amendment to the First Lien Credit Agreement; and
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(g)

the Second Lien Noteholders will be unaffected by the Recapitalization Transaction.

Key Documents
27.

The Recapitalization Transaction is a complex, multi-step transaction, and I enclose the
following set of detailed draft documents as exhibits to explain the transaction in full and
as planned (I note that the draft documents might be further revised and if that happens
prior to the hearing of the Interim Order application on August 6,2020, revised drafts will
be provided to the Court and the parties on the service list):
(a)

the Calfrac Recapitalization Transaction Announcement Presentation("Exhibit 5");

(i)

published on Calfrac.InvestorRoom.com/Transaction on July 14,2020,this
9-page, publicly available PDF describes the key terms of the
Recapitalization Transaction, key terms of the New 1.5 Lien Notes and
financial statistics, updated to July 14, 2020, as well as the general steps
under the Arrangement.

(b)

the draft Circular (the "Circular", attached as "Exhibit 6"), including as an
attachment the CBCA Plan. The Arrangement is described in detail in the Circular,
and the specific steps ofthe Arrangement are set out in the CBCA Plan. The CBCA
Plan will become effective in the sequence described in Section 5.3 of the CBCA
Plan, and will be binding on the Applicants, the Senior Unsecured Noteholders, the
Senior Unsecured Note Trustee, all Existing Equity Holders, the Released Parties
and all other Persons named or referred to in, or subject to, the CBCA Plan, upon
the filing of the Articles of Arrangement and the issuance of the Certificate of
Arrangement.

Summary ofthe Steps in the Arrangement
28.

Prior to the implementation of the CBCA Plan, Calfrac shall be continued as a corporate
entity in the federal jurisdiction of Canada under the CBCA(the "Federal Continuance").

29.

Pursuant to the CBCA Plan, the following events are the currently planned steps to effect
the Arrangement, and whose defined terms can be found in the Circular:
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(a)

The Existing Shares shall be, and shall be deemed to be, consolidated pursuant to
the Share Consolidation, in ratios yet to be determined. Any fractional interests in
the consolidated Common Shares will, without any further act or formality, be
cancelled without payment of any consideration therefor. Notwithstanding any
provision of the CBCA, immediately following the completion of the Share
Consolidation, the stated capital of the Common Shares shall be equal to the stated
capital ofthe Common Shares immediately prior to the Share Consolidation;

(b)

Pursuant to the Senior Unsecured Note Exchange, in exchange for the Senior
Unsecured Notes issued by Calfrac LP, and in full and final settlement ofthe Senior
Unsecured Noteholder Claims, Calfrac(for the benefit and on behalf of Calfrac LP)
shall issue to each Senior Unsecured Noteholder: (i) its Senior Unsecured
Noteholder Pro Rata Share of the Senior Unsecured Noteholder New Common
Share Pool; and (ii) if such Senior Unsecured Noteholder is an Early Consenting
Noteholder, its Early Consenting Noteholder Pro Rata Share ofthe Early Consenting
Noteholder New Common Share Pool, with the Senior Unsecured Noteholder
Claims being irrevocably and finally extinguished;

(c)

The New 1.5 Lien Notes shall be issued to the applicable Commitment Parties and
Electing Noteholders pursuant to the New 1.5 Lien Offering, and the Applicants
shall be entitled to the Funded Amounts deposited in escrow in connection
therewith;

(d)

Calfrac shall issue to each Funding Commitment Party its pro rata share (based on
its respective Shortfall Commitment as compared to the Shortfall Commitment of
all Funding Commitment Parties) ofthe Commitment Consideration Shares, subject
to the treatment of fractional interests in accordance with Section 5.2(a) of the
CBCA Plan.

(e)

The Stock Option Plan shall terminate, and all underlying Options shall be cancelled
for no consideration.
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(f)

Each Equity-Based Performance Share Unit("PSU")outstanding immediately prior
to the Effective Time(whether vested or unvested)shall vest and each holder ofsuch
Equity-Based PSUs shall receive,for each Equity-Based PSU,a cash payment equal
to the greater of: (i) $0.02665; or (ii) the 5-day volume weighted average trading
price of the Common Shares on the Toronto Stock Exchange immediately prior to
the Effective Date (less any applicable withholding tax or other source deductions),
provided that the aggregate payments to holders of Equity-Based PSUs shall not
exceed $175,000, and thereafter the PSU Plan shall terminate, and all underlying
PSUs (including all Equity-Based PSUs) shall be cancelled for no consideration
(except as set forth above).

(g)

The releases referred to in Section 6.1 of the CBCA Plan shall become effective.

(h)

Calfrac ArrangeCo shall transfer all of its assets to Calfrac in consideration for a
non-interest bearing promissory note issued by Calfrac in a principal amount equal
to the value of the transferred assets.
The Management Incentive Plan shall be deemed to be approved by all of the
Existing Shareholders and those persons receiving New Common Shares pursuant
to the CBCA Plan.

(j)

The stated capital account for the Common Shares of Calfrac shall be reduced by a
to-be-determined figure and a corresponding increase be made to Calfrac's
contributed surplus account.

30.

I provide below a summary chart from the Calfrac Recapitalization Transaction
Announcement Presentation that estimates the changes to equity ownership among
shareholders and noteholders through the Arrangement.
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Pro Forma Capital Structure
(CS in millions)
Pro Forma
Pro Forma
(Pre-1.5L Conversion) (Post-1.5L Conversion)

Status Quo
CAD Revolving Term Loan Facility
New Money 1.5L Convertible PIK Notes Due 2023(10% PIK)

$173

$128
60

$128

USD 10.875% 2L Secured Notes Due 2026
Secured Debt

167
$340
58611)

167
$355

167
$295

USD 8.500% Senior Unsecured Notes Due 2026
CAD Lease Obligations

37

Total Debt
Less: Cash and Cash Equivalents

$963
(51)

Net Debt

$911

37

37
$332
(51)

$392
(51)
$341

$281

Pro Forma Equity Ownership
Equity Ownership to Current Shareholders
Equity Ownership to Unsecured Noteholders
Equity Ownership to 1.5L Noteholders

100.0%
0.0%
0.0%

7.8%

3.5%

89.3%

40.6%

2.9%(2)

55.9°A2)

Source: Company Disclosure, trecast and balance sheet as of4130/2020, FackSet as of 7/13/2020.
(1) USS131.8M converted as of 7/132020
(2) Shown inclusive of backstop fee.
GONFIDENTIAL CCaliroc Wefl SoNiLes

Image 1:Pro Forma Capital Structure, p.6, Calfrac Recapitalization Transaction Announcement Presentation

31.

With a rebalanced capital structure, the Calfrac Group will benefit from a reduction of the
annual cash interest expense of approximately $52.6 million. The debt reduction is also
expected to improve the Calfrac Group's ability to access capital markets in the future.
Accordingly, the Recapitalization Transaction will provide the Calfrac Group with
increased liquidity, reduced financial risk and a more sustainable capital structure, thereby
improving the Calfrac Group's overall financial strength and flexibility. The successful
implementation ofthe Recapitalization Transaction is expected to be a significant positive
step for the Calfrac Group in: (i) improving its ability to manage the effects of the
continuing low oil and natural gas price environment, as well as the related drop in demand
for oilfield services; and (ii) providing flexibility and working capital necessary to take
advantage of future growth opportunities.

Peters & Co. Limited Opinions
32.

Following a consideration ofvarious alternatives in consultation with its financial and legal
advisors, the Calfrac Entities are ofthe view that the proposed Recapitalization Transaction
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is the best available option in the circumstances and is in the best interests of the Calfrac
Entities and their stakeholders.
33.

In particular, the Recapitalization Transaction represents the best alternative available to
address the Calfrac Group's capital structure and liquidity needs. Peters & Co. Limited
("Peters & Co."), an independent financial advisor to the Calfrac Board, has provided two
opinions to the Calfrac Board (the "CBCA Opinion" and the "Fairness Opinion",
together, the "Opinions"). The CBCA Opinion provides that Senior Unsecured
Noteholders and Shareholders would be in a better financial position, respectively, under
the Recapitalization Transaction than if the Company were liquidated. The Fairness
Opinion is required pursuant to the CBCA policy on arrangements, and provides that the
terms ofthe Recapitalization Transaction are fair,from a financial point ofview,to Calfrac.
Based on a range of factors, including the Fairness Opinion and advice of outside legal
counsel, the Calfrac Board is unanimously recommending that all Senior Unsecured
Noteholders and Existing Shareholders support the Recapitalization Transaction, which
will significantly reduce the Calfrac Group's debt and provide liquidity for ongoing
operations. The above Fairness Opinion determinations and calculations in respect of the
value ofthe Common Shares are based on numerous assumptions, facts and circumstances
as at the date ofthe Fairness Opinion, which are subject to change. The assumptions used
are stated in both the Opinions. A copy ofthe Opinions are attached as Exhibit "7".

III.

EXISTING SUPPORT FOR THE ARRANGEMENT

34.

The Calfrac Entities and their advisors continue to work with the Calfrac Entities'
stakeholders and as of the date of this Affidavit, the Calfrac Entities have received
significant support for the Recapitalization Transaction and the Arrangement.

35.

As at July 14, 2020, the Calfrac Entities announced they had the support of holders (the
"Supporting Noteholders") of approximately 50% of the Calfrac's Senior Unsecured
Notes. This information is included in the press release attached as Exhibit "8".
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36.

As at July 22, 2020, the Calfrac Entities announced they had the support of approximately
66% of Calfrac's Senior Unsecured Noteholders. This information is included in the press
release attached as Exhibit "9".

37.

As of today's date, the Calfrac Entities have the support of approximately 70.8% of
Calfrac's Senior Unsecured Noteholders.

38.

The Supporting Noteholders have entered into support agreements with Calfrac and have
agreed to vote in favour of and support the Recapitalization Transaction and Arrangement.

39.

To the best of my knowledge, the Recapitalization Transaction is currently supported by
holders of 23% of Common Shares.

40.

In addition, the Recapitalization Transaction is conditional on there being an amending
agreement to the First Lien Credit Agreement whereby the First Lien Lenders,among other
things and subject to the terms thereof, are expected to agree to waive any potential defaults
under the terms and conditions ofthe First Lien Credit Agreement that may result from the
commencement of proceedings under the CBCA and the implementation of the
Arrangement and Recapitalization Transaction.

41.

Further, there will also be a new Intercreditor Agreement. On the Effective Date, Calfrac
will enter into a new Intercreditor Agreement with Calfrac LP and Calfrac Well Services
Corp., as creditors, the New 1.5 Lien Notes Trustee, as trustee and collateral agent for the
holders ofthe New 1.5 Lien Notes and the First Lien Credit Agent, as agent under the First
Lien Credit Agreement.

IV.

CONDITIONS PRECEDENT FOR THE ARRANGEMENT

42.

The Recapitalization Transaction and the Arrangement are subject to certain other
conditions precedent to be satisfied, completed or waived pursuant to the terms of the
Noteholder Support Agreement,the Commitment Letter and the CBCA Plan in connection
with the implementation of the Recapitalization Transaction, including, among others, the
following key matters:
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(a)

the CBCA Plan shall have been approved by the requisite majorities of Senior
Unsecured Noteholders and Existing Shareholders in conformity with the Interim
Order as and to the extent required by the Court;

(b)

the CBCA Plan shall have been approved pursuant to the Final Order;

(c)

all conditions to implementation ofthe CBCA Plan set out in the Noteholder Support
Agreement shall have been satisfied or waived in accordance with the terms of the
Noteholder Support Agreement, and the Noteholder Support Agreement shall not
have been terminated; and

(d)

all conditions to the funding commitments ofthe Commitment Parties set out in the
Commitment Letter shall have been satisfied or waived in accordance with the terms
of the Commitment Letter, and the Commitment Letter shall not have been
terminated.

V.

THE PROPOSED MEETINGS

43.

The Applicants respectfully seek an Interim Order, a draft of which is attached as Schedule
"A" to the Application being filed herewith.

44.

The Applicants seek to hold two meetings in furtherance of the Arrangement, and request
the Court to authorize the convening ofthese meetings.

45.

The Applicants seek the record date (the "Shareholder Record Date") for determination
ofthe Existing Shareholders entitled to notice of, and to vote at, the Shareholders' Meeting
on August 10,2020. The Noteholder Record Date was confirmed in the Preliminary Interim
Order.

46.

The meeting of the Senior Unsecured Noteholders as of the Senior Unsecured Noteholder
Record Date (the "Senior Unsecured Noteholders' Meeting") is planned to be held
September 17, 2020, in order for the Senior Unsecured Noteholders to consider, and if
determined advisable, pass a resolution authorizing, adopting and approving, with or
without variation, the Arrangement and the CBCA Plan(the "Senior Unsecured
Noteholders' Arrangement Resolution") and such other business as may properly be
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brought before the Senior Unsecured Noteholders' Meeting or any adjournment or
postponement thereof, all as more particularly described in the Circular.
47.

The meeting of the Existing Shareholders as of the Shareholder Record Date (the
"Shareholders' Meeting", and together with the Senior Unsecured Noteholders' Meeting,
the "Meetings") is planned to be held on September 17, 2020, in order for the Existing
Shareholders to consider, and if determined advisable, pass resolutions authorizing,
adopting and approving, with or without variation: (i) the Federal Continuance (the
"Federal Continuance Resolution"); (ii) the Arrangement and the CBCA Plan (the
"Shareholders' Arrangement Resolution"); (iii) the shareholder approvals, if any,
required by the Toronto Stock Exchange (the "TSX")in connection with the issuance of
Common Shares pursuant to the Arrangement(the "TSX Arrangement Resolution");(iv)
the shareholder approvals, if any, required by the TSX in connection with the issuance of
Common Shares pursuant to the conversion of the 1.5 Lien Notes (the "TSX 1.5 Lien
Notes Resolution"); (v) the shareholder approvals, if any, required by the TSX in
connection with the institution and adoption ofthe Management Incentive Plan (the "MIP
Resolution"); and (vi)the shareholder approvals,ifany,required by the TSX in connection
with the institution and adoption of the Shareholder Rights Plan (the "SRP Resolution"),
and other business properly brought before the Shareholders' Meeting or any adjournment
or postponement thereof, described in the Circular.

48.

A true copy ofthe Unsecured Noteholders' Arrangement Resolution is attached as Exhibit
"10" hereto and a true copy of the Shareholders' Arrangement Resolution is attached as
Exhibit "11" hereto.

49.

The Applicants plan to call, hold, and conduct the Senior Unsecured Noteholders' Meeting
in accordance with the CBCA, the rulings and directions of the Chair, the Preliminary
Interim Order, the Interim Order and the applicable notice of the Meetings which
accompany the Circular (the "Notices of Meetings").

50.

The Applicants plan to call, hold, and conduct the Shareholders' Meeting in accordance
with the Alberta Business Corporations Act, R.S.A. 2000, c. B-9, as amended (the
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"ABCA"), the rulings and directions of the Chair, the Interim Order and the applicable
Notice of Meeting.
Meeting Attendees
51.

It is the Applicants'intention that the only persons entitled to attend or speak at the Senior
Unsecured Noteholders' Meeting will be:
(a)

the Senior Unsecured Noteholders as of the Senior Unsecured Noteholder Record
Date or their authorized proxyholders, and their respective advisors, including the
advisors to the Initial Consenting Noteholders;

(b)

the officers, directors, auditors and advisors ofthe Applicants;

(c)

the Senior Unsecured Notes Trustee and its advisors;

(d)

the Director; and

(e)

other persons who may receive the permission ofthe Chair ofthe Senior Unsecured
Noteholders' Meeting.

52.

It is the Applicants' intention that the only persons entitled to attend or speak at the
Shareholders' Meeting will be:
(a)

the Existing Shareholders as of the Shareholder Record Date, or their authorized
proxyholders, and their respective advisors;

(b)

the Senior Unsecured Noteholders as of the Senior Unsecured Noteholder Record
Date or their authorized proxyholders, and their respective advisors;

(c)

the officers, directors, auditors and advisors ofthe Applicants;

(d)

the Director; and

(e)

other persons who may receive the permission of the Chair of the Shareholders'
Meeting.
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The Initial Consenting Noteholders and their respective advisors will be entitled to attend
and observe at the Shareholders' Meeting.
Chair and Quorum
53.

The Applicants seek to determine the Chair, and then allow the Chair to decide all matters
relating to the conduct ofthe Meetings not specifically directed by the Court.

54.

The quorum at each ofthe Meetings will be satisfied iftwo or more persons entitled to vote
are present, in person (including virtually or by telephone) or represented by proxy at the
outset ofthe meeting.

55.

Notwithstanding anything contained in the articles or the by-laws ofthe Applicants,in light
of the COVID-19 pandemic and public health recommendations around physical
distancing, the Applicants seek Court authorization to:(a) hold the Meetings by means of
a telephonic, electronic or other communication facility that permits all participants to
communicate adequately with each other during the meeting; and (b) change the location
or method of holding the Meetings (including by holding physical, virtual or hybrid
Meetings)through the issuance ofa press release containing the updated details ofthe date,
time and place ofthe Meetings.

Amendments to the Arrangement and Plan ofArrangement
56.

The Applicants seek Court authorization to make such amendments, modifications and/or
supplements to the Arrangement and the CBCA Plan as they may determine by providing
notice in accordance with the Noteholder Support Agreement, or without any additional
notice, as applicable. The Senior Unsecured Noteholders and Existing Shareholders are
entitled to receive notice and to submit a revised Arrangement and CBCA Plan to the
Senior Unsecured Noteholders and Existing Shareholders at the Meetings, to be the subject
ofthe applicable Resolutions.

57.

The Applicants also seek Court authorization to make any amendments, modifications
and/or supplements to the Arrangement or CBCA Plan following the Meetings, subject to
the terms of the Noteholder Support Agreement and the CBCA Plan and, if appropriate,
seek further direction from this Court at the hearing for the Final Order.
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58.

The Applicants seek Court authorization to make such amendments, revisions or
supplements to the Noteholder Meeting Packages and/or Shareholder Meeting Packages as
the Applicants may determine are necessary or desirable and not inconsistent with the terms
of the Interim Order ("Additional Information"), if granted, and to have notice of
Additional Information distributed in accordance with the Interim Order, or by such other
method most reasonably practicable in the circumstances, as the Applicants may determine

59.

If any amendments, modifications and/or supplements to the Arrangement or CBCA Plan
as referred to above would, if disclosed, reasonably be expected to affect a Senior
Unsecured Noteholder's or Existing Shareholder's decision to vote for or against the
applicable Resolution, notice of such amendment, modification and/or supplement are
proposed to be, subject to the Noteholder Support Agreement, distributed prior to the
Meetings by press release, prepaid ordinary mail, e-mail or by the method most reasonably
practicable in the circumstances, as the Applicants may determine.

Information Circular
60.

The Applicants seek Court authorization to make such amendments, revisions and/or
supplements to the Circular as they may determine and that the Circular, as so amended,
revised and/or supplemented, will be the Circular to be distributed.

61.

The Applicants request that the Court deem the Circular to represent sufficient and
adequate disclosure to the Senior Unsecured Noteholders and the Existing Shareholders in
relation to the Arrangement and the CBCA Plan, including for the purpose of Section 192
of the CBCA (and the ABCA with respect to Existing Shareholders), and that the
Applicants not be required to send to the Senior Unsecured Noteholders or the Existing
Shareholders any further or additional disclosure once provided, whether pursuant to
Section 192 ofthe CBCA,ABCA or otherwise.

Adjournments and Postponements
62.

The Applicants seek Court authorization to act, if they deem advisable, to adjourn or
postpone one or more of the Meetings on one or more occasion, without the necessity of
first convening such Meetings or first obtaining any vote of the Senior Unsecured

WSLEGAL\044609\00111\25231252v1

22
Noteholders or Existing Shareholders, as applicable, respecting the adjournment or
postponement, with notice of any such adjournment or postponement to be given by such
method as the Applicants may determine is appropriate in the circumstances.
63.

The Applicants seek the Court's direction that any adjournment or postponement ofone or
more of the Meetings will not have the effect of modifying the Senior Unsecured
Noteholder Record Date or the Shareholder Record Date for persons entitled to receive
notice of or vote at such Meetings. At any subsequent reconvening of an adjourned or
postponed Meeting, all proxies are proposed to be voted in the same manner, as they would
have been at the originally convened Meeting, except for any proxies that have been
effectively revoked or withdrawn prior to the subsequent reconvening of such adjourned
or postponed Meeting.

Notice ofSenior Unsecured Noteholders'Meeting and Solicitation Process
64.

In order to effect notice of the Senior Unsecured Noteholders' Meeting, the Applicants
intend to send the Circular (including the applicable Notice of Meeting, the Notice of
Application and the Interim Order), the Participation Form and the Senior Unsecured
Noteholder proxy and voting information and election form (including any electronic
version thereof for use by its Intermediary, the "Noteholder VIEF")(collectively, and
together with the Circular, Participation Form and such amendments or additional
documents as the Applicants may determine are necessary or desirable and not inconsistent
with the terms of the Interim Order, the "Noteholder Meeting Packages"), which
Noteholder VIEF will provide instructions for how a Senior Unsecured Noteholder can
instruct its Intermediary to vote its Senior Unsecured Notes at the Senior Unsecured
Noteholders' Meeting(the "Noteholder Instructions")to Kingsdale Advisors(the "Proxy,
Information and Exchange Agent")for distribution in accordance with the Interim Order.
For the avoidance ofdoubt, all Noteholder Meeting Packages and all other communications
or documents to be sent pursuant to the Interim Order shall be distributed by or on behalf
ofthe Applicants.

65.

The Applicants request that the Senior Unsecured Note Trustee be directed, if the Interim
Order is granted, to as soon as practicable, request, and promptly upon receipt provide to
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the Applicants and the Proxy, Information and Exchange Agent a list(or lists) showing the
names and addresses ofall persons who are participants(each, an "Intermediary")holding
Senior Unsecured Notes in the clearing, settlement and depository system operated by The
Depository Trust Company ("DTC") and showing the principal amount of Senior
Unsecured Notes held by each Intermediary as at the Senior Unsecured Noteholder Record
Date (the "Intermediaries List").
66.

Upon receipt by the Proxy, Information and Exchange Agent ofthe Intermediaries List or
other information identifying intermediaries, the Applicants intend that the Proxy,
Information and Exchange Agent shall send a Noteholder Meeting Package to DTC,as the
sole registered holder of the Senior Unsecured Notes, and shall, through the facilities of
DTC and Broadridge Investor Communication Solutions, Canada, a subsidiary of
Broadridge Financial Solutions, Inc. ("Broadridge"), and any other applicable proxy
mailing service provider, as applicable, provide (or cause to be provided), in accordance
with customary practices, one Noteholder Meeting Package to each Senior Unsecured
Noteholder that has an account (directly or indirectly through an agent or custodian) with
the Intermediaries.

67.

Each Intermediary shall take any and all reasonable action required to assist any Senior
Unsecured Noteholder which has an account (directly or through an agent or custodian)
with such Intermediary in returning to the Intermediary its Noteholder Instructions or such
other documentation (or electronic instructions) as the Intermediary may customarily
request from a Senior Unsecured Noteholder for purposes of enabling it to vote at the
Senior Unsecured Noteholders' Meeting and to deliver its Noteholder Instructions.

68.

Concurrently with the mailing of the Noteholder Meeting Packages, DTC shall, in
accordance with its customary procedures, cause to be delivered through the Intermediaries
to each Senior Unsecured Noteholder information pertaining to an electronic version ofthe
Noteholder VIEF through a DTC bulletin and establish a voluntary corporate action
pursuant to DTC's Automated Tender Offer Program ("ATOP") or any similar program
which provides each Senior Unsecured Noteholder with the opportunity to submit its
Noteholder Instructions.
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69.

As soon as practicable after receipt of the Noteholder Meeting Packages, the Proxy,
Information and Exchange Agent, or the Applicants, shall send, or cause to be sent, by prepaid ordinary or first-class mail, recognized courier service, e-mail or such other means as
the Applicants may determine are reasonable in the circumstances, a Noteholder Meeting
Package to the Senior Unsecured Notes Trustee.

70.

All Noteholder Meeting Packages and all other communications or documents to be sent
pursuant to the Interim Order shall be posted on the Recapitalization Transaction page of
the Calfrac website maintained by the Applicants.

Notice ofShareholders'Meeting and Proxy Solicitation Process
71.

In order to effect notice ofthe Shareholders' Meeting,the Applicants will send the Circular
(including the applicable Notice of Meeting, the Notice of Application and the Interim
Order), the form of proxy and the Letter of Transmittal, along with such amendments or
additional documents as the Applicants may determine are necessary or desirable and not
inconsistent with the terms of the Interim Order (collectively, the "Shareholder Meeting
Packages"), to:
(a)

the registered Existing Shareholders at the close of business on the Shareholder
Record Date, at least twenty-one (21) days prior to the date of the Shareholders'
Meeting, excluding the date of sending and the date of the Shareholders' Meeting,
by one or more ofthe following methods:

(i)

by pre-paid ordinary or first-class mail to the addresses of the Existing
Shareholders as they appear on the books and records of Calfrac, or its
registrar and transfer agent, at the close of business on the Shareholder
Record Date, or if no address is shown therein, then the last address of the
person known to the Corporate Secretary of Calfrac;

(ii)

by delivery, in person or by recognized courier service or inter-office mail,
to the address specified in (i) above; or
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(iii)

by facsimile, e-mail or electronic transmission to any Existing Shareholder,
who is identified to the satisfaction of Calfrac, who requests such
transmission in writing;

(b)

the non-registered beneficial Existing Shareholders by providing sufficient copies
ofthe Shareholder Meeting Packages to intermediaries (or their agents) in a timely
manner, in accordance with National Instrument 54-101 of the Canadian Securities
Administrators; and

(c)

the respective directors and auditors of the Applicants, and to the Director, by
delivery in person, by recognized courier service, by pre-paid ordinary mail, firstclass mail, facsimile or electronic transmission, at least twenty-one (21) days prior
to the date ofthe Shareholders' Meeting.

72.

The Applicants seek the Court's direction that accidental failure or omission by the
Applicants, the Proxy, Information and Exchange Agent, DTC, Broadridge, any other
applicable proxy mailing service providers,the Intermediaries,the Senior Unsecured Notes
Trustee or any other person referenced in the Interim Order to give notice ofthe Meetings
or to distribute the Noteholder Meeting Packages or the Shareholder Meeting Packages to
any person entitled by the Interim Order to receive notice or the applicable package, or any
failure or omission to give such notice or deliver such package as a result of events beyond
the reasonable control of the Applicants, or the non-receipt of such notice or non-delivery
of such package will not constitute a breach ofthe Interim Order nor will it invalidate any
resolution passed or proceedings taken at each of the Meetings. If any such failure or
omission is brought to the attention of the Proxy, Information and Exchange Agent or the
Applicants, the Proxy, Information and Exchange Agent and the Applicants will use their
reasonable best efforts to rectify it by the method and in the time most reasonably
practicable in the circumstances.

73.

The Applicants seek the Court's authorization that distribution of the Noteholder Meeting
Packages pursuant to the Interim Order will constitute notice ofthe Meetings and notice of
the Senior Unsecured Noteholder Record Date and Shareholder Record Date, as applicable,
and good and sufficient service on the required persons, and further, no other form of
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service of the Noteholder Meeting Packages or the Shareholder Meeting Packages or any
portion thereof need be made, or notice given or other material served in respect of these
proceedings, the Meetings and/or the Senior Unsecured Noteholder Record Date and the
Shareholder Record Date to such persons or to any other persons (whether pursuant to the
CBCA, ABCA or otherwise), except to the extent required by the Interim Order.
Noteholder Early Consent Consideration
74.

The Applicants seek the Court's authorization that in order for a Senior Unsecured
Noteholder to be treated as an Early Consenting Noteholder for the purposes ofthe CBCA
Plan, subject to the additional terms and conditions ofthe CBCA Plan:
(a)

such Senior Unsecured Noteholder must submit to its Intermediary (or
Intermediaries) on or prior to the Early Consent Date, or such earlier deadline as the
Intermediary may advise in their Noteholder Instructions (and their duly completed
proxy or Noteholder VIEF or other documentation or instructions as the
Intermediary may customarily request from a Senior Unsecured Noteholder for
purposes of properly obtaining its voting and election instructions) to permit their
respective Intermediary to duly complete and submit in a timely manner to:(i)DTC
through ATOP (or such other method as may be accepted by the Proxy, Information
and Exchange Agent and the Applicants), their early consent election; and (ii) to the
Proxy, Information and Exchange Agent through a master proxy form ("Master
Proxy"), the Senior Unsecured Noteholder's Noteholder Instructions, in each case
by 5:00 p.m. (Calgary time) on the Early Consent Date (the "Early Consent
Deadline"), and such Noteholder Instructions (and any applicable proxy or
Noteholder VIEF or other documentation or instructions as the Intermediary
requests) must all instruct a vote in favour of the Senior Unsecured Noteholders'
Arrangement Resolution;

(b)

such Senior Unsecured Noteholder must not have withdrawn or changed its vote in
favour of the Senior Unsecured Noteholders' Arrangement Resolution prior to the
Effective Date; and
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(c)

the respective Intennediary must take such steps and/or actions as are necessary or
required to complete and submit the Senior Unsecured Noteholder's voting and
election instructions as provided to the Intermediary in a timely manner(a)to DTC
through ATOP (or such other method as may be accepted by the Proxy,Information
and Exchange Agent and the Applicants) and deliver the Noteholder Instructions
through a Master Proxy to the Proxy,Information and Exchange Agent,in each case
prior to the Early Consent Deadline,

and each such Intermediary will verify the holdings of the Senior Unsecured Notes as at
the Early Consent Date ofthe Senior Unsecured Noteholders that submit their Noteholder
Instructions in accordance with the Interim Order and will provide such holdings
information,together with a detailed registration report and Master Proxy ofthe Noteholder
Instructions, and all other applicable voting instructions received by such Intermediary to
the Proxy, Information and Exchange Agent by the Early Consent Deadline. Any Senior
Unsecured Noteholders whose Noteholder Instructions are received by the Proxy,
Information and Exchange Agent after the Early Consent Deadline will not be treated as
an Early Consenting Noteholder for the purposes of the CBCA Plan.
Voting by VIEFs, Voting Forms and Proxies
75.

The Applicants seek the Court's authorization to use the forms of proxy, voting forms
and/or voting information and election forms, including the Noteholder VIEF, along with
such amendments and additional documents as the Applicants may determine are necessary
or desirable and not inconsistent with the terms of the Interim Order. The Applicants are
authorized, at their expense, to solicit proxies, directly or through their officers, directors
or employees, and through the Proxy, Information and Exchange Agent, Broadridge and
such other agents or representatives as the Applicants may retain for that purpose, and by
mail or such other forms of personal or electronic communication as they may determine.
The Applicants may waive generally, in their discretion, the time limits set out in the
Circular and the Participation Form for the deposit or revocation of proxies and/or the
delivery ofcompleted Participation Forms and New 1.5 Lien Notes Subscription Summary
Forms, as applicable, if the Applicants deem it advisable to do so.
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76.

If not otherwise cast in accordance with the Interim Order, in order to cast its vote at the
Senior Unsecured Noteholder Meeting, Senior Unsecured Noteholders must submit to their
respective Intermediary at or prior to 5:00 p.m.(Calgary time) on September 15, 2020, or
such later date as may be agreed by the Applicants in the event that the applicable Meeting
is postponed or adjourned (the "Voting Deadline"), or such earlier deadline as an
Intermediary may advise the applicable Senior Unsecured Noteholder, its instructions, duly
completed Noteholder VIEF or such other documentation as the Intermediary may
customarily request from a Senior Unsecured Noteholder for purposes of properly
obtaining their voting instructions.

77.

Each Intermediary will verify the holdings of Senior Unsecured Notes, as at the Senior
Unsecured Noteholder Record Date ofthe Senior Unsecured Noteholders that submit their
instructions, duly completed Noteholder VIEF or such other documentation as the
Intermediary may customarily request from a Senior Unsecured Noteholder (for purposes
of properly obtaining their voting instructions) pursuant to the Interim Order, and will
provide such holdings information and voting instructions to the Proxy, Information and
Exchange Agent as soon as practicable following receipt of such Senior Unsecured
Noteholders' Noteholder Instructions and, in any event, by the Voting Deadline.

78.

Any Senior Unsecured Noteholder that wishes to attend the Senior Unsecured Noteholders'
Meeting in person or appoint another person as proxy (other than as contemplated by the
Noteholder VIEF)(an "In-Person Noteholder") will be required to contact the Proxy,
Information and Exchange Agent and will be required to complete separate documentation
in accordance with the instructions provided by the Proxy, Information and Exchange
Agent for purposes thereof.

79.

In order to cast its vote at the Shareholders' Meeting, the Existing Shareholders must
submit, or cause to be submitted, to the Transfer Agent by the Voting Deadline, their duly
completed proxy forms in accordance with the instructions contained therein. The Transfer
Agent will provide the proxy forms received from Shareholders together with a summary
thereofto the Proxy,Information and Exchange Agent as soon as practicable following the
Voting Deadline.
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80.

The Applicants will have the discretion to accept, for voting purposes, any duly completed
proxy and/or voting information and election form, as applicable, submitted following the
Voting Deadline, but prior to the commencement of the applicable Meeting and the
Applicants are hereby authorized to use reasonable discretion as to the adequacy of
compliance with respect to the manner in which any proxy and/or voting information form
is completed and executed, or electronically submitted, and may waive strict compliance
with the deadlines imposed in connection therewith.

81.

Subject to the terms ofthe Noteholder Support Agreement, Senior Unsecured Noteholders
will be entitled to revoke a proxy at any time prior to the exercise thereof at the Senior
Unsecured Noteholder Meeting as follows:
(a)

if revoking Noteholder Instructions instructing a vote in favour of the Senior
Unsecured Noteholders' Arrangement Resolution such that the applicable Senior
Unsecured Noteholder is eligible pursuant to the Interim Order to be treated as an
Early Consenting Noteholder for the purpose of the CBCA Plan, then a revocation
will be deemed to be made upon such Senior Unsecured Noteholder providing new
instructions to such Senior Unsecured Noteholder's Intermediary at any time prior
to the Early Consent Deadline, provided such Intermediary has then delivered such
new instructions to DTC and/or the Proxy, Information and Exchange Agent, as
applicable, prior to the Early Consent Date in accordance with the Interim Order;
and

(b)

if revoking any other Noteholder Instructions, a revocation will be deemed to be
made upon a change in vote by a Senior Unsecured Noteholder, providing new
instructions to such Senior Unsecured Noteholder's Intermediary which the
Intermediary must then deliver to the Proxy,Information and Exchange Agent prior
to the Voting Deadline.

82.

Subject to the terms of the Support Agreements (to the extent applicable), Existing
Shareholders will be entitled to revoke a proxy at any time prior to the exercise thereof at
Shareholders' Meeting by:
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(a)

depositing with the scrutineer(s)(in the same manner as it may deposit a proxy) an
instrument in writing executed by such party or by an attorney authorized in writing,
or, if the party is a corporation, by a duly authorized officer or attorney thereof, at
any time prior to the exercise thereof at the Meetings or with the Chair on the day of
the Meetings; or

(b)

providing a further proxy which is dated subsequent to the date ofthe original proxy
in the manner described in the Circular; or

(c)
83.

in any manner permitted by law.

The Interim Order, and the instructions contained in the proxy or voting information and
election forms, as applicable, will govern the submission ofthe applicable proxy or voting
information and election form.

Voting
84.

The Applicants seek the Court's direction that the only persons entitled to vote in person or
by proxy are: (i) on the Senior Unsecured Noteholders' Arrangement Resolution, or such
other business as may be properly brought before the Senior Unsecured Noteholders'
Meeting, those Senior Unsecured Noteholders as at the Senior Unsecured Noteholder
Record Date; and (ii) on the Shareholders' Resolutions, or such other business as may be
properly brought before the Shareholders' Meeting, subject to the ABCA, the Existing
Shareholders as at the Shareholder Record Date. Subject to the Interim Order, illegible
votes, spoiled votes, defective votes and abstentions in respect of any ballot(s) conducted
at the applicable Meeting will be deemed to be votes not cast. Proxies that are properly
signed and dated but which do not contain voting instructions will be deemed to have voted
in favour ofthe applicable Resolution.

85.

Votes will be taken at the Senior Unsecured Noteholders' Meeting in respect of the Senior
Unsecured Noteholders' Arrangement Resolution and any other items ofbusiness affecting
the Applicants properly brought before such Meeting on the basis of one vote per US
$1,000 of principal amount of Senior Unsecured Notes held by the applicable registered
Senior Unsecured Noteholder as at the Senior Unsecured Noteholder Record Date.
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86.

Votes will be taken at the Shareholders' Meeting in respect ofthe Shareholders'Resolutions
and in respect of matters properly brought before the Shareholders' Meeting on the basis
of one vote per Common Share outstanding as at the Shareholder Record Date.

Pro Rata Offering
87.

The Applicants seek the Court's direction that only Eligible Noteholders will be entitled to
participate in the Pro Rata Offering pursuant to their Subscription Privilege.

88.

Concurrently with the mailing of the Noteholder Meeting Packages as contemplated in the
Interim Order and above, DTC will, in accordance with its customary procedures, cause to
be delivered through the Intermediaries to each Senior Unsecured Noteholder information
pertaining to an electronic version of the Participation Form through a DTC bulletin and
establish a voluntary corporate action pursuant to DTC's Automated Subscription Offer
Program ("ASOP") or any similar program which provides each Senior Unsecured
Noteholder with the opportunity to submit its Participation Form.

89.

Eligible Noteholders that are interested in participating in the Pro Rata Offering will be
required to:
(a)

submit to their Intermediaries on or prior to the Participation Deadline, or such
earlier deadline as the Intermediaries may advise, their Participation Form, or such
other documentation or instructions as the Intermediary may customarily request
from an Eligible Noteholder for purposes of properly obtaining their instructions to
participate in the Pro Rata Offering, to permit their respective Intermediary to
complete and submit in a timely manner to: (i) DTC through ASOP, or such other
method as may be accepted by the Proxy, Information and Exchange Agent and the
Applicants, their Participation Form; and (ii) the Proxy, Information and Exchange
Agent through a master Participation Form ("Master Participation Form"), the
Senior Unsecured Noteholder's Participation Form, in each case by 5:00 p.m.
(Calgary time)on the Participation Date (the "Participation Deadline");

(b)

the respective Intermediary would be required to take such steps and/or actions as
are necessary or required to complete and submit the Senior Unsecured Noteholder's
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Participation Form in a timely manner to: to DTC through ASOP, or such other
method as may be accepted by the Proxy, Information and Exchange Agent and the
Applicants, and deliver the Participation Forms through a Master Participation Form
to the Proxy,Information and Exchange Agent,in each case prior to the Participation
Deadline; and
(c)

forward their respective Electing Noteholder Amount to their Intermediary by the
Funding Deadline, or such earlier deadline as the Intermediary may advise;

and each such Intermediary would be required to verify the holdings of the Senior
Unsecured Notes as at the Participation Date ofthe Eligible Noteholders that submit their
Participation Forms, or instructions, in accordance with the Interim Order and to provide
such holdings information, together with a detailed registration report and Master
Participation Form of the Participation Forms, and all other applicable participation
instructions received by such Intermediary to the Proxy, Information and Exchange Agent
by the Participation Deadline.
Time Periods
90.

The following table provides estimates of events and deadlines as currently planned.

Event
File the application in the CBCA Proceedings
seeking the Interim Order
Obtain approval ofthe Interim Order by the Court
Mailing of Meeting materials
Proxy voting cut-off date
Meetings
Final Order hearing date
Obtain approval ofthe Final Order by the Court
Implementation ofthe Arrangement

91.

Date
No later than August 7, 2020
No later than August 7, 2020
August 21,2020
September 15, 2020
September 17, 2020
September 30,2020
September 30,2020
As soon as practicable after Final Order, but
in any event on or before October 31,2020

Subject to the terms of the Noteholder Support Agreement, the Applicants may waive or
extend the time limits set out herein or in the Circular for the deposit or revocation of
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proxies and/or delivery of completed Participation Forms, as applicable, if the Applicants
deem it advisable to do so.
Final Order Application
92.

The Applicants seek direction that they may apply to this Court, on such notice as is
practicable to the parties on the Service List maintained in these proceedings, for the Final
Order on September 30,2020 or as soon thereafter as counsel may be heard.

93.

The Applicants are requesting that the distribution of the Notice of Application for the
Final Order and the Interim Order in the Circular, when sent in accordance with the Interim
Order will constitute good and sufficient service of the Notice of Application, the Final
Order and the Interim Order and no other form of service need be effected and no other
material need be served unless a Notice ofIntention to Appear is served in accordance with
the Interim Order.

94.

The Applicants request that any Senior Unsecured Noteholder, other than the Initial
Consenting Noteholders, an Existing Shareholder or any other interested party (each an
"Interested Party") desiring to appear and make submissions at the application for the
Final Order is required to file with this Court and serve upon the Applicants on or before
5:00 p.m.(Calgary time) on Monday,September 21,2020, a Notice ofIntention to Appear
including the Interested Party's address for service, or alternatively, a facsimile number for
service by facsimile or an email address for service by email, indicating whether such
Interested Party intends to support or oppose the application or make submissions at the
application, together with a detailed summary ofthe position such Interested Party intends
to advocate before the Court, and any evidence or materials which are to be presented to
the Court. Service of this notice on the Applicants will be effected by service upon the
solicitors for the Applicants, such service to be effected by delivery to the address below.

95.

In the event that the application for the Final Order is adjourned, the Applicants request
that only those parties appearing before this Court for the Final Order, and those Interested
Parties serving a Notice ofIntention to Appear in accordance with the Interim Order, will
be given notice ofthe adjourned date.
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Variance
96.

The Applicants seek the Court's authorization to, subject to the terms of the Noteholder
Support Agreement, vary the Interim Order upon such terms and upon the giving of such
notice as the Court may direct.

VI.

OTHER MATTERS

97.

I am advised by Bennett Jones LLP and Latham & Watkins LLP, counsel to the Calfrac
Entities, that by proceeding by way of a statutory plan of arrangement under section 192
ofthe CBCA,the Final Order will constitute the basis for an exemption from the prospectus
and registration requirements of provincial securities legislation and the Securities Act of
1933, as amended, of the United States of America with respect to the New Common
Shares to be issued in exchange for the Senior Unsecured Notes, pursuant to the CBCA
Plan.

98.

The Applicants have complied with all statutory requirements of the CBCA,including by
providing the CBCA Director with notice of the Arrangement, in accordance with
subsection 192(5) of the CBCA. I attach a letter from the CBCA Director confirming
receipt of our notice as Exhibit "12". As of today's date, the CBCA Director has taken no
position on the arrangement and has provided no follow-up correspondence.

99.

If the Calfrac Entities are unable to obtain the requisite votes and approvals in favour of
the Arrangement or the applicable orders of this Honourable Court by the deadlines set
forth in the Noteholder Support Agreements or are unable to complete the Recapitalization
Transaction through a plan of arrangement under the CBCA process, the Calfrac Entities
may have no choice but to seek relief under the CCAA(or any such other proceeding under
any corporate arrangement, reorganization, restructuring, insolvency or similar law of any
jurisdiction now or hereafter in effect, for the relief from or otherwise affecting creditors,
including and without limitation, under the Bankruptcy and Insolvency Act or the United
States Bankruptcy Code)in order to implement the Recapitalization Transaction.
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VII.

CONCLUSION

100.

The purpose ofthe Arrangement is to effect the Recapitalization Transaction, as described
above, which is anticipated to significantly reduce the Calfrac Group's outstanding
indebtedness and annual interest costs, and provide a sustainable capital structure for the
Calfrac Group going forward.

101.

The Calfrac Board, with the assistance of management and the Calfrac Entities' legal and
financial advisors, has carefully reviewed and considered, among other things, the Calfrac
Group's current situation, including the Calfrac Group's unsustainable debt levels and
significant interest costs, as well as the extensive review ofpotential alternatives, the terms
of the proposed Recapitalization Transaction, and the goals of enhancing the Calfrac
Group's capital structure to enable it to implement its long-term growth strategy,
maintaining stability and preserving value for stakeholders.

102.

In its deliberations regarding the proposed Recapitalization Transaction, the Board
received legal advice from its counsel and the Calfrac Group's counsel, financial advice
with respect to the Recapitalization Transaction from the Calfrac Group's financial
advisors, and the opinions provided by Peters & Co. Limited. Following those deliberations
and after careful consideration of the Recapitalization Transaction, the Calfrac Board
determined that the proposed Arrangement will offer substantial benefits and is in the best
interests ofthe Calfrac Group and its stakeholders.

103.

I swear this my Affidavit in support of an Application for the proposed Interim Order, and
for no other or improper purpose.

SWORN(OR AFFIRMED)BEFORE ME
at Calgary, Alberta, this 30th day of July,
2020.

A Commissioner for Oaths
in and for the Province of Alberta
CHRIS SIMARD
Barrister and Solicitor
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Affidavit No. 2 of RONALD P.
MATHISON sworn before me this
30th day of July, 20 O.
A Commis-sioner for Oaths in and for
the Province of Alberta
CHRIS SIMARD
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AFFIDAVIT OF RONALD P. MATHISON
Sworn on July 13, 2020
I, Ronald P. Mathison, of Calgary, Alberta, SWEAR AND SAY THAT:
1.

I am a co-founder, the Executive Chairman and a director of Calfrac Well Services Ltd.
("Calfrac"), a Director and Chairman of Calfrac (Canada) Inc.("CCI") and a director of
12178711 Canada Inc.("Calfrac Arrangeco"), and as such I have personal knowledge of
the matters hereinafter deposed to, save where stated to be based on information and belief,
in which case I verily believe the same to be true.

2.

All dollar figures stated herein are in Canadian dollars unless otherwise indicated, and all
conversions from US dollars to Canadian dollars were made at the official Bank of Canada
exchange rate for July 10, 2020, being $1.3594 US dollars for $1.00 Canadian dollar.

I.

RELIEF REQUESTED

3.

This Affidavit is made in support of an Originating Application (the "Originating
Application") by Calfrac Arrangeco, Calfrac, CCI, Calfrac Well Services Corp.
("CWSC") and Calfrac Holdings LP ("CHLP"), by its general partner CCI (collectively
hereinafter, the "Calfrac Entities" or the "Applicants") with respect to a proposed
arrangement (the "Arrangement") under section 192 of the Canada Business
Corporations Act, R.S.C. 1985, c. C-44, as amended (the "CBCA"), and an Order (the
"Preliminary Interim Order")in substantially the same form as the draft order attached
as Schedule "A" to the Originating Application filed concurrently with this Affidavit,
including the following relief:
(a)

deeming service ofthe Application for the Preliminary Interim Order to be good and
sufficient;

(b)

declaring that all of the Calfrac Entities (as defined below) are entities subject to
these proceedings and authorizing them to take all steps necessary or desirable to
advance the Arrangement and the Recapitalization Transaction (defined below);
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(c)

establishing record dates of July 13, 2020 for determination of the Unsecured
Noteholders and Common Shareholders (both defined below) entitled to notice of,
and to vote at, meetings to vote on the Arrangement, and ancillary relief related
thereto;

(d)

providing a stay of proceedings as against the Applicants and the other members of
the Calfrac Entities;

(e)

providing that any limitation period or cure period expiring on or after the date of
the Preliminary Interim Order shall be tolled and extended for the duration of the
stay of proceedings;

(f)

providing for the right of any interested party to apply for a comeback hearing to
amend or vary the Preliminary Interim Order, on seven business days' notice to the
Applicants and any other parties likely to be affected by the order sought at such
hearing; and

(g)
4.

such further and other relief as this Honourable Court deems just.

The Calfrac Entities are parties to this Action and entities subject to these proceedings, who
are anticipated to be parties to the transactions comprising and contemplated by the
Recapitalization Transaction and the Arrangement.

II.

OVERVIEW

The Calfrac Group
5.

As described in further detail below, Calfrac and all of its direct and indirect subsidiaries
(collectively, the "Calfrac Group")provide specialized energy services to oil and natural
gas producers in Canada, the United States ("US"), Russia and Argentina. The Calfrac
Group's services are focused primarily on hydraulic fracturing, coiled tubing and
cementing, but it also provides other well stimulation services designed to increase the
production of hydrocarbons from wells.
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6.

Calfrac is a public company whose common shares (the "Common Shares") trade on the
Toronto Stock Exchange ("TSX") under the symbol "CFW". As at today's date, Calfrac
has 145,171,194 issued and outstanding Common Shares. Calfrac directly or indirectly
controls or owns all the other entities in the Calfrac Group.

Challenges in the Global Energy Market, and in particular, the Oilfield Services Industry
7.

Global energy markets have been experiencing numerous industry challenges, including
significant downward pressure on commodity prices, in recent years. Very recently,
beginning in the first quarter of 2020, global energy markets and commodity prices have
suffered precipitous declines due to material oversupply as a result of:
(a)

a historic and unprecedented drop in demand as a result of the global COVID-19
crisis; and

(b)
8.

the price war between the OPEC+ countries, including Saudi Arabia and Russia.

Severely depressed energy prices have resulted in oil and gas exploration and production
companies, who are the Calfrac Group's customers, materially reducing their capital
expenditure budgets. These capital expenditure reductions have in turn resulted in a
precipitous decline in the demand for oilfield services, and in particular fracturing services,
which accounts for greater than 90% of the Calfrac Group's revenues. The combined
effects of depressed commodity prices, reduced capital spending by oil and gas producers
and resulting excess well servicing equipment has created an intensely competitive
environment within the oilfield services market. These factors have collectively created
unsustainable pricing and activity levels in the oilfield services industry that have directly
and negatively impacted the revenues and profitability of oilfield service companies like
the Calfrac Group and its competitors.

Challenges Specific to the Western Canadian Energy Market
9.

These challenges have been particularly amplified in Western Canada, and have had a
materially greater negative impact in this market, since 2014. While Western Canadian

WSLEGAL\044609\00111\25081756v5

5
energy producers compete to sell their products in an integrated global market, a number
of factors disadvantage them against their global, and particularly their US,competitors.
10.

Because of a lack ofnew and expanded pipeline egress capacity from Western Canada, and
the resulting limited export market access, Western Canadian oil and natural gas producers
have experienced lower pricing relative to other North American and global markets over
the past decade. The price differential per barrel for Western Canadian crude versus West
Texas Intermediate has been as high as US$47 (in October 2018) in the last few years.
Natural gas prices in Alberta and British Columbia have also been very constrained in
recent years.

11.

This has compromised the ability of Western Canadian energy producers to operate
profitably and attract capital for growth, relative to their US peers. The capital budgets of
Western Canadian oil and gas producers have been reduced more severely and negatively
relative to other markets, particularly the US. This has resulted in greater negative impacts
on oilfield services activity in Western Canada.

12.

As is described in greater detail below, these market dynamics have required the Calfrac
Group to continue executing on its strategy of flexibly allocating its field workforce and
equipment to its most active and profitable operating areas. This allocation has resulted in
Calfrac moving assets out ofa structurally impaired Canadian marketplace and consistently
growing its presence in a number ofbasins in the US.This continuous reallocation of assets
has allowed the Calfrac Group to maintain acceptable financial performance and a strong
market position in Canada,while executing a lower-cost growth strategy in the US,focused
on gaining scale in specific markets while managing client risk prudently.

13.

The various proposals currently in progress to increase Western Canadian oil producers'
access to international markets(including the TMX and Keystone XL pipeline expansions)
are

anticipated

to

improve

Calfrac's

Western

Canadian customers' relative

competitiveness and the returns available to oilfield services companies in Canada, but the
timing and magnitude of these developments remains uncertain. Should the demand for
pressure pumping services in Western Canada grow materially as a result of improved
market access and cash flow for produced commodities, the Calfrac Group in its current
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configuration retains the ability to redeploy a significant amount of assets to ensure balance
in the marketplace, without requiring significant capital outlays.
Recent Events
14.

Due to the COVID-19 global pandemic and the ensuing OPEC+ oil price war, oil prices
fell to historic lows, including negative prices in certain markets, and as a result, well
completion activity in North America declined by almost 90% and was completely shutdown in Argentina by a mandatory government decree. By way of illustration, to the best
of my knowledge the number of active fracturing fleets in the US fell from 317 as of the
first week of March 2020 to a low of45 active fleets during the weeks of May 15 and May
22. In addition, to the best of my knowledge the total US and Canadian rig counts as of on
or around July 3, which are proxies for future demand for the Calfrac Group's services in
those markets, were at or near all-times lows of 263 and 18, respectively.

15.

For the Calfrac Group, this meant a severe reduction in work was experienced in a matter
of a few weeks after the Exchange Offer (as defined below). In its North American
operations the Calfrac Group's operations decreased — from a high of 18 active fracturing
fleets in the first quarter of 2020 — to only one fracturing fleet generating revenue during
periods of the month of May. In Argentina, all of the Calfrac Group's operations were
shut-down by a mandatory governmental decree. In Russia, the Calfrac Group was able to
manage the COVID-19 restrictions without materially affecting ongoing operations,
however, this activity was insufficient to overcome the pricing and activity declines
experienced by the rest of the Calfrac Group's operating divisions.

16.

For the Calfrac Group, this material degradation of global industry fundamentals has
created a challenging liquidity position where the current capital structure is no longer
tenable. Prior to these events, the Calfrac Group had been aware of the risks of elevated
debt levels and in response had devised a multi-year plan to address this issue, in advance
of the 2026 maturities of its debt instruments. In spite of the challenges the industry has
faced since late 2014, the Calfrac Group felt it was in a position to reduce its debt level
over the medium- to long-teim, and would be able to withstand a normal,cyclical downturn
during that process. What was not contemplated or foreseeable was the scale of reduction
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in the business in a matter of weeks as a result ofthe oil market collapse caused by COVED19 and the OPEC+ price war, and the consequent impacts on liquidity.
17.

These challenges have resulted in, among other things, a capital structure and liquidity
position that is no longer sustainable in light of the Company's operating income, and
inadequate financial flexibility for the Calfrac Group to effectively advance its business
going forward.

The Calfrac Group's Work Towards a Recapitalization Plan and Arrangement
The Calfrac Group's Work to Date
18.

As discussed in more detail below, the Calfrac Group, with the assistance of its financial
and legal advisors, proactively undertook a fmancial structure review process, in
consultation with certain of its key stakeholders, with a view to improving the Calfrac
Group's capital structure and access to liquidity, addressing the Calfrac Group's leverage,
strengthening its financial position and maximizing value for its stakeholders.

19.

In early 2020,Calfrac engaged its legal advisors(Bennett Jones LLP in Canada and Latham
& Watkins, LLP in the US) and its financial advisors(RBC Capital Markets and Tudor,
Pickering, Holt & Co./Perella Weinberg Partners LP) to assist it in developing the
Recapitalization Transaction (as defined below), which has the goals of:

20.

(a)

right-sizing the Calfrac Group's capital structure;

(b)

reducing the Calfrac Group's annual interest expenses; and

(c)

increasing the Calfrac Group's working capital and liquidity.

The stakeholders who are proposed to be affected by the Arrangement are the holders of
the Unsecured Notes and Common Shares (as those terms are defined below, and
collectively hereinafter the "Affected Securityholders"). The Calfrac Group and its
representatives have engaged in discussions with certain of the Affected Securityholders,
other stakeholders, and their respective representatives. Based on the size and nature of
the obligations owed to the Affected Securityholders and the composition of the Affected
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Securityholders, I believe that an arrangement is required to implement the
Recapitalization Transaction. I also believe that a consensual Recapitalization Transaction
will provide the best opportunity for the Calfrac Group to achieve a sustainable capital
structure, and to preserve and maximize current and future value for all its stakeholders.
21.

The Calfrac Group and its representatives have been and are currently engaged in
discussions with holders of Unsecured Notes who advise that they collectively hold a
majority of the Unsecured Notes, and with Common Shareholders whom I believe
collectively hold approximately 40% ofthe Common Shares.
A Description of the Arrangement

22.

The purpose ofthe Arrangement is to give effect to a proposed recapitalization transaction
(the "Recapitalization Transaction").

While exact details of the Recapitalization

Transaction are still subject to discussion with the engaged group of Affected
Securityholders, it is contemplated that the Recapitalization Transaction will have the
following core elements.
23.

The Arrangement and the Recapitalization Transaction will not affect or compromise the
following stakeholders:
(a)

the Calfrac Group's secured creditors (the First Lien Lenders and the Second Lien
Noteholders, both as defined below);

24.

(b)

the Calfrac Group's customers;

(c)

the Calfrac Group's employees; and

(d)

the Calfrac Group's trade creditors.

The Recapitalization Transaction is expected to include:
(a)

a significant deleveraging of the Calfrac Group's balance sheet, by way of a direct
or indirect exchange ofthe Unsecured Notes for new common shares; and
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(b)

the provision of new capital, by way of new financing, to allow the Calfrac Group
to execute on its business plan while preserving the interests of employees,
customers, and suppliers and maintaining the key relationships and continued
involvement of stakeholders that are integral and necessary to the Calfrac Group's
future success.

While the details ofthe Recapitalization Transaction are still being finalized, it is expected
that the Recapitalization Transaction could reduce the Calfrac Group's total debt by
approximately US$431,818,000 (CA$587,013,389) and reduce its annual cash interest
payments by approximately US$36,704,530(CA$49,896,138).
25.

Following a consideration of various alternatives in consultation with its financial and legal
advisors, the Calfrac Group is of the view that the proposed Recapitalization Transaction
under discussion is the best available option in the circumstances and is in the best interests
ofthe Calfrac Group and its stakeholders.

26.

The Calfrac Group and its advisors continue to work with its stakeholders to advance and
finalize the terms ofthe Recapitalization Transaction. There has been substantial progress
made in discussions with the key stakeholders to date. With the benefit ofthe Preliminary
Interim Order currently being sought, I believe that the parties will be able to finalize
definitive agreements in the short term, after which the Calfrac Group intends to bring an
application for an Interim Order under the CBCA,seeking authority to call meetings of its
Affected Securityholders, to vote on the Arrangement.

27.

Importantly, the First Lien Lenders support the current process. In this regard, the First
Lien Lenders confirmed on July 10, 2020 that, to the extent that the commencement of
these proceedings is an event of default under the credit agreement, such event of default
has been waived Attached as Exhibit "1" to this Affidavit is a true copy of that signed
waiver.

My Connection to MATCO and Conflict ofInterest Avoidance Measures
28.

MATCO Investments Ltd.("MATCO")is, along with me personally, a large shareholder
of Calfrac. Together, MATCO and I hold approximately 19.86% of the Common Shares.
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I own and control MATCO.To ensure that no conflicts ofinterest arose or could potentially
arise, several proactive governance measures have been put in place, including:
(a)

Mr. Gregory S. Fletcher, the independent Lead Director of Calfrac, has taken a lead
role on behalf of Calfrac in working with Calfrac's financial advisors and legal
counsel to negotiate the proposed terms of the Arrangement, and Recapitalization
Transaction;

(b)

in connection with my potential participation, through MATCO, in the
Recapitalization Transaction, I have advised Calfrac and the board of directors of
Calfrac (the "Calfrac Board") that MATCO's participation will be determined
based upon the terms proposed by Calfrac (through Mr. Fletcher) after negotiations
with other key Affected Securityholders and that MATCO will not set terms for the
Recapitalization Transaction;

(c)

MATCO's potential participation in the Recapitalization Transaction was raised with
the Calfrac Board prior to the commencement of any negotiations with third parties,
and the Calfrac Board determined that Mr. Fletcher would serve the lead role on
behalf of Calfrac in such funding discussions and negotiations;

(d)

Mr. Fletcher's Calfrac Board-approved position description, as Lead Director,
includes serving as the primary independent contact for directors of Calfrac on
matters deemed to be inappropriate to be discussed initially with the Executive
Chairman or in other situations where the Executive Chairman is not available and,
further to that role, Mr. Fletcher has directly updated the Calfrac Board on a regular
basis as to the status of the proposed Arrangement and the Recapitalization
transaction including, to my knowledge,through in camera sessions where I was not
present; and

(e)

the Calfrac Board has directly received advice from Calfrac's legal counsel and
financial advisors concerning the proposed Recapitalization Transaction. The
Calfrac Board anticipates obtaining a fairness opinion with respect to the
Recapitalization Transaction.
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III.

CORPORATE STRUCTURE OF THE CALFRAC GROUP

Calfrac
29.

Calfrac is a corporation amalgamated under the Alberta Business Corporations Act, R.S.A.
2000, c. B-9, as amended (the "ABCA"). A current Corporate Registry search of Calfrac
is attached as Exhibit "2" to this Affidavit.

Calfrac(Canada)Inc.("CCI")
30.

CCI is a corporation incorporated under the ABCA. A current Corporate Registry search
of CCI is attached as Exhibit "3" to this Affidavit.

31.

CCI is owned 100% by Calfrac.

Calfrac Holdings LP("CHLP")
32.

CHLP is a partnership registered pursuant to the laws of the State of Delaware, U.S.A. A
current Corporate Registry search of CHLP is attached as Exhibit "4" to this Affidavit.

33.

CCI is the General Partner of CHLP. Calfrac holds 98.9% ofthe limited partnership units
of CHLP and CCI holds the remaining 1.1% ofthe limited partnership units.

Calfrac Well Services Corp.("CWSC")
34.

CWSC is a corporation incorporated pursuant to the laws ofthe State of Colorado, U.S.A.
A current Corporate Registry search ofCWSC is attached as Exhibit"5" to this Affidavit.

35.

CWSC is owned 100% by Calfrac.

12178711 Canada Inc.("Calfrac Arrangeco")
36.

Calfrac Arrangeco is a corporation incorporated pursuant to the Canada Business
Corporations Act, R.S.C. 1985, c. C-44, as amended (the "CBCA"). The Certificate of
Incorporation of Calfrac Arrangeco is attached as Exhibit "6" to this Affidavit.
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37.

Calfrac Arrangeco is owned 100% by Calfrac. Calfrac Arrangeco does not have any
operations and has no liabilities.

38.

It is anticipated that as part of the Recapitalization Transaction and Arrangement, Calfrac
Arrangeco will amalgamate with some or all ofthe corporations in the Calfrac Group.

IV.

HIGHLIGHTS OF THE CALFRAC GROUP'S BUSINESS

39.

The Calfrac Group is a leading independent global provider ofspecialized oilfield services
including fracturing, coiled tubing, cementing and other well stimulation services which
are designed to increase the production of hydrocarbons from wells. As noted above, the
Calfrac Group's operations are currently conducted in Canada, the United States,
Argentina, and Russia.

Fracturing Services
40.

The Calfrac Group's primary service line in all jurisdictions is fracturing. This segment is
able to provide fracture stimulation services for both conventional and unconventional
(shale) wells and can deploy a wide range of fracturing fluid solutions as required by the
client's well completion program. To the best of my knowledge,the Calfrac Group has the
8th largest fracturing services fleet (as measured by hydraulic horsepower capacity) in
North America. To the best of my knowledge, Calfrac has the 3'largest fracturing fleet
in Canada by horsepower and was the second largest fracturing operator by revenue in
Canada in 2019.

Coiled Tubing Services
41.

Calfrac's Coiled Tubing service line operates in Canada, Argentina and Russia. In Canada,
the segment's primary focus is supporting the provision of specialized fracturing services
in Western Canada. Additionally, the segment provides some call-out well service work,
typically completed after a fracturing operation has been executed. In Argentina and
Russia, the segment is more stand-alone, and operates primarily as a well servicing
business, working on wells already on production as well as some post-fracturing
operations.
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Cementing Services
42.

The Calfrac Group only operates cementing services in Argentina, although a number of
employees with the group have extensive experience in cementing in North America and
other jurisdictions. In Argentina, the cementing segment provides both primary cementing
services (the process of securing and isolating a new well bore, by pumping cement
between the steel casing string and the rock formation around it) and remedial cementing
services(a process of conducting cementing operations on an already existing wellbore).

History ofthe Business and International Expansion
43.

The Calfrac Group's business was established in June 1999 in Calgary, and it began
operations with a single coiled tubing unit operating in Medicine Hat, Alberta in August
1999. By December 31, 2001, Calfrac had expanded its fleet of equipment to seven
fracturing spreads and six coiled tubing units, and had established additional field stations
in Red Deer and Grande Prairie, Alberta.

44.

With the commencement of operations in Platteville, Colorado during 2002, Calfrac began
a period of significant international expansion in parallel with the continued growth of its
Canadian business. This international expansion continued with entries into the well
servicing markets of Russia (2005), Mexico (2007), Argentina (2008), Colombia (2011)
and the incremental expansion of its footprint in the US through to 2017.

45.

Described below are some additional relevant operational milestones to showcase
examples of how the Calfrac Group has grown, shifted and altered its activities in different
regions, in response to domestic oil and gas market conditions and the related demand for
oilfield services, among other factors:
(a)

in 2005 the Calfrac Group opened a facility in Grand, Junction, Colorado, and its
fourth Canadian district office in Strathmore, Alberta.

(b)

in 2007, the Calfrac Group (i) opened an operating base in Edson, Alberta, and
acquired a Canadian competitor for approximately $24.9 million;
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(c)

in 2009,the Calfrac Group:(i) established operating bases in Dawson Creek, British
Columbia and Poza Rica, Mexico; (ii) acquired Pure Energy Services Ltd., a US
competitor for approximately $44.5 million; and (iii) acquired Century Oilfield
Services Inc., a Canadian competitor for approximately $100 million;

(d)

in 2010, the Calfrac Group established a presence in the Marcellus region in
Smithfield, Pennsylvania and the Bakken region in Williston, North Dakota;

(e)

in 2012 the Calfrac Group opened facilities in Smithfield, Pennsylvania and
Williston, North Dakota;

(f)

in 2013, the Calfrac Group acquired certain assets of Mission Well Services, LLC,
a US competitor, for approximately $150.5 million, including its Eagle Ford basin
operating base in San Antonio, Texas;

(g)

in 2015,the Calfrac Group withdrew from Colombia and established operating bases
at Kindersley, Saskatchewan and Comodoro Rivadavia, Argentina;

(h)

in 2016, the Calfrac Group temporarily suspended its activities out of its Medicine
Hat, Alberta, and San Antonio, Texas operating facilities;

(i)

in 2017, the Calfrac Group closed all its operations in Mexico and established an
operating base in Artesia, New Mexico serving the Permian Basin;

(j)

in 2019, the Calfrac Group acquired equipment and spare parts from an Argentine
competitor for approximately $17.3 million and sold its operating base in Platteville,
Colorado in the fourth quarter of 2019; and

(k)

in 2020, the Calfrac Group temporarily reduced personnel in San Antonio, Texas
and Artesia, New Mexico to non-operational levels.

46.

Calfrac's entry into the foreign markets mentioned above was orchestrated by the
management team in the Calgary Head Office (defined below) and strategically executed
by deploying key management and/or operational personnel from Canada to the respective
foreign countries to oversee the establishment and implementation of the business
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consistent with Calfrac's financial and operating principles and procedures developed at
the Calgary Head Office.
47.

As the challenges to the global energy markets evolved over recent years, the opportunities
for growth in certain markets declined and the Calfrac Group's management team in
Calgary took steps to rationalize its global operating footprint by allocating equipment and
resources to regions and services with relatively superior field activity and operating
margins, as evidenced by: the closure of operations in Colombia in 2015, Mexico in 2017
and Platteville, Colorado in 2019; the temporary reduction of personnel in San Antonio,
Texas and Artesia, New Mexico to non-operational levels in 2020; the cessation of
cementing operations in Canada in 2010 and the US in 2016; and the cessation of coiled
tubing services in the US in 2016.

48.

The Calfrac Group's ability to reallocate equipment and operating personnel to more
economically favourable operating areas with relatively low investment has resulted in a
shift of the Calfrac Group's originally Canadian-centric global operations to a greater
allocation of operating equipment to the US, as a result of it being the largest hydraulic
fracturing market in the world. This shift has removed excess equipment from the
Canadian marketplace and has been the primary cause for the fmancial results of the
Canadian division being materially better than they otherwise would be.

49.

For the reasons set out above, an important aspect of the Calfrac Group's business model
is the ability to strategically shift focus and resources between Canada and other markets
to respond to changing oil prices and activity levels by region and the development ofnew
"hot spots" for fracturing services. This is one reason the Calfrac Group has grown its US
operations of late, and why the Calfrac Group's US entity currently holds much of the
group's fracturing equipment — the US is the largest and most scalable market for fracturing
in the world. The Calfrac Group's shift to focus on the US market and move resources to
it is a response to market conditions and a desire to maximize profitability. It is not and
has never been part of a plan to move the Calfrac Group's nerve center or corporate
decision-making to the US. As a co-founder, I can further attest to the intent at all times
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in the Calfrac Group's history to remain a Canadian company, with additional success and
growth, where available, to also be pursued in the US and other international markets.
Conclusion on the Calfrac Group's Diversified Business
50.

The structure ofthe Calfrac Group, specifically its presence in both Canada and the United
States, provides a number of benefits to its stakeholders. Customers benefit from lessons
learned and innovations uncovered in basins where they have no presence, and this
knowledge transfer can significantly improve the learning curve for the Calfrac Group's
customers that in many cases depend on service companies for new ideas. For investors,
the ability to reposition assets on either side of the border is a valuable one and cannot be
replicated by unaffiliated entities at the same cost in aggregate. Additionally, having a
presence in multiple basins can be a source of new business as producers expand into new
areas. Finally, a number ofthe processes the Calfrac Group has embraced are only possible
due to its overall scale. Implementing the Calfrac Group's scope of Quality, Health, Safety
and Environment processes and procedures and other administrative support systems do
not represent a compelling investment for smaller, basin-specific service companies. The
size and breadth of the operations of the Calfrac Group allow it to bring these best-in-class
approaches to all of its operating areas, which are generally not actionable by smaller
competitors who lack the global experience and scalability of the Calfrac Group.

V.
THE HIGHLY INTEGRATED BUSINESS OF THE CALFRAC GROUP AND ITS
CENTER OF MAIN INTEREST
The Calgary Head Office
51.

Calfrac is the ultimate parent of all entities in the Calfrac Group, and is also the main and
central managerial, technological and financial entity in the Calfrac Group, as well as the
second largest operating entity. Calfrac's headquarters and principal executive office is
located at 411 - and 407 - 8th Avenue SW,Calgary, Alberta T2P 1E3 (the "Calgary Head
Office").

52.

The Calgary Head Office is the headquarters for both Calfrac, and for the entire Calfrac
Group more broadly.
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The Directors and Executive Officers ofthe Calfrac Group and their Respective Authority
53.

The Calfrac Group's business is fully integrated, with the "nerve center" for the entire group
based in Calgary. The following Directors and Executive Officers of the entities in the
Calfrac Entities are all residents of Calgary, or the surrounding areas and perform their
duties out ofthe Calgary Head Office:
(a)

Ronald P. Mathison — co-founder, Director and Executive Chairman of Calfrac;
Director and Chairman of CCI and a Director of Calfrac Arrangeco;

(b)

Douglas R. Ramsay — co-founder, Director and Vice Chairman of Calfrac; Director
of CCI; and Director of Calfrac Arrangeco;

(c)

Kevin R. Baker — Director of Calfrac;

(d)

James S. Blair — Director of Calfrac;

(e)

Gregory S. Fletcher — Lead Director of Calfrac;

(0

Lorne A. Gartner — Director of Calfrac;

(g)

Michael D. Olinek — Chief Financial Officer of Calfrac, CWSC, CCI, CHLP and
Calfrac Arrangeco;

(h)

Gordon T. Milgate — President, Canadian Division of Calfrac;

(i)

Chris K. Gall — Vice President, Global Supply Chain of Calfrac and CWSC;

(j)

Edward L. Oke — Vice President, Human Resources of Calfrac and CWSC;

(k)

B. Mark Paslawski — Vice President, Corporate Development of Calfrac and
CWSC; Secretary of CCI, CHLP and Calfrac Arrangeco;

(1)

Gary J. Rokosh — Vice President, Business Development, Canadian Division of
Calfrac;
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(m)

Scott A. Treadwell — Vice President, Capital Markets and Strategy of Calfrac and
CWSC; and

(n)
54.

Joel S. Gaucher — General Counsel and Corporate Secretary of Calfrac and CWSC.

Lindsay R. Link holds the following positions:
(a)

Director, President and Chief Operating Officer of each of Calfrac, CCI and Calfrac
Arrangeco;

(b)

Director and the Chief Operating Officer of CWSC;and

(c)

Chief Operating Officer of CHLP.

Mr. Link was originally hired as the President of CWSC in February 2013 and was
appointed as the Chief Operating Officer of Calfrac in January 2015. Mr. Link's
appointment as COO of Calfrac was conditional upon his relocation to the Calgary Head
Office to work alongside the senior executive leadership team ofthe Calfrac Group, which
occurred in October 2015 when Mr. Link moved to Calgary. Mr. Link was then requested
by the Calfrac Group to temporarily relocate to Denver, Colorado, the head office of
CWSC,to oversee its day-to-day operations on behalf of the Calfrac Group, given certain
operational and management issues the US operating division was then facing. Mr. Link
subsequently was requested by the Calfrac Group to relocate to Houston, TX,to maintain
close ties with CWSC's key customer base on behalf of the senior executive team in
Calgary. Mr. Link was most recently promoted to President and Chief Operating Officer
of Calfrac in June 2019. While he is a Canadian citizen and continues to own property in
Alberta, Mr.Link is not currently a resident ofCalgary,but typically splits his time between
the Calgary Head Office and the Houston Office, located at 28420 Hardy Toll Rd Suite
100, Spring, TX 77373 for the purposes of performing his duties.
55.

The only other Directors and/or Executive Officers the Calfrac Entities who are not
residents of Calgary and do not typically perform their duties exclusively out ofthe Calgary
Head Office are:
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(a)

Robert L. Sutherland — President, Russian Division of Calfrac. Mr. Sutherland is a
Canadian citizen who resides in Okotoks, Alberta and splits his time between
Canada and Russia;

(b)

Fred L. Toney — President, United States Division of Calfrac; Director and
President of CWSC; Operating Manager of CHLP;

(c)

Marco A. Aranguren — Director General, Argentina of Calfrac;

(d)

J. Michael Brown — Vice President, Technical Services of Calfrac and CWSC;

(e)

Mark R. Ellingson — Vice President, Sales and Marketing, United States Division
of Calfrac; Vice President, Sales and Marketing of CWSC; Sales Manager of
CHLP; and

(f)

Mark D. Rosen — Vice President, Operations, United States Division of Calfrac;
Vice President, Operations of CWSC.

(the individuals named in paragraphs 53(h) through (n) and 55 are referred to collectively
hereinafter as the "Larger Management Team").
56.

The Larger Management Team is overseen by a core executive management team
comprised of Messrs. Link, Olinek and myself ("Core Executive Team"). The Core
Executive Team are all Canadian and two ofthe three members are located exclusively in
Calgary,

57.

The Larger Management Team, with the participation and oversight ofthe Core Executive
Team, develops all short, medium and long-term corporate strategies for the entire Calfrac
Group. The Presidents ofeach of the Calfrac Group's geographic operating divisions, the
Chief Financial Officer and the leaders of the Calfrac Group's corporate functional
departments all report to the President and COO, who in turn reports to me as Executive
Chairman. As Executive Chairman, I report to the Calfrac Board. Annual budgets and
quarterly forecasts for all of the entities in the Calfrac Group are reviewed and approved
by the Core Executive Team, and subsequently, by the Calfrac Board. Senior personnel in
all of the Calfrac Group's geographic operating divisions and corporate functional
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depai tinents are assigned fixed signing authority limits, which are based upon their specific
roles and responsibilities. All expenditures or contracts above these prescribed limits must
be approved by the Core Executive Team. Between the annual budgets and quarterly
forecasts set by the Core Executive Team and the expenditure and signing authority limits,
there is virtually no non-budgetary expenditure or material operating commitment
discretion at the divisional or departmental level. All such discretion is exercised at the
Core Executive Team level.
58.

The Calfrac Group's business includes the following geographic operating divisions, with
the current active service lines of each division identified:
(a)

Canadian Division, which is carried on by Calfrac: hydraulic fracturing and coiled
tubing;

(b)

US Division, which is carried on by CWSC: hydraulic fracturing;

(c)

Russian Division, which is carried on by CWS International LLC, a Russian
corporation: hydraulic fracturing and coiled tubing; and

(d)

Argentina Division, which is carried on by Calfrac Well Services (Argentina) S.A.,
an Argentinian corporation: hydraulic fracturing, cementing and coiled tubing.

59.

The Calfrac Group's operating divisions are supported by the following corporate
functional departments:
(a)

Global Supply Chain;

(b)

Technical Services;

(c)

Legal;

(d)

Human Resources;

(e)

Corporate Finance and Global IT; and

(f)

Global Quality, Health, Safety and Environment.
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60.

Subject to certain limited exceptions, each operating division entity owns its operating
assets and employs its staff directly and not via secondment or other support arrangements
with other members of the Calfrac Group. Employees of the corporate functional
departments of the Calfrac Group are generally employed by the Calfrac operating entity
in the jurisdiction where they report on a daily basis, and as a result, the vast majority of
such functional employees are employed by Calfrac and located at the Calgary Head
Office. One exception is the Russian Division, which relies on the use of rotational
expatriate personnel from Canada for a number of key positions, including its President,
Director of Finance and certain senior operational personnel.

61.

All capital allocation decisions across the entire Calfrac Group are developed and approved
by the Core Executive Team. The leaders of the geographic operating divisions and
corporate functional departments in all jurisdictions execute the decisions made by the
Core Executive Team. The Core Executive Team is typically involved in determining all
material financial and operational terms with large clients, regardless ofthe business entity
that serves those clients, or thejurisdiction in which their projects are located. The material
terms of all major contracts require approvals by the Core Executive Team. With the
exception of the Russian Division, the relationships with all of the Calfrac Group's major
clients and stakeholders involve one or more members of the Core Executive Team.

62.

The Core Executive Team and the Vice Chairman oversee the day-to-day affairs of the
Calfrac Group's geographic operating divisions and corporate functional departments via
weekly operational meetings held in the Calgary Head Office with the Larger Management
Team. Participants who are not able to physically attend dial into a conference line or
participate via video-conference. In addition to reviewing relevant developments for each
operating division the weekly operational meetings serve as a forum to ensure the Core
Executive Team and Vice Chairman are apprised of and support all bids that the Calfrac
Group submits to customers for its services.

The Calfrac Group's Treasury Function and Cash Management System
63.

The treasury function for all ofthe entities in the Calfrac Group is centralized in the Calgary
Head Office. The Calfrac Group's credit agreements (the Credit Agreement, the 2018
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Indenture and the 2020 Indenture, all as defined below)are all negotiated and administered
and compliance therewith is monitored by the treasury and legal groups at the Calgary
Head Office. Draw-downs, repayments and rollovers of borrowings under the Credit
Agreement are initiated, approved and administered exclusively in the Calgary Head
Office.
64.

HSBC Bank Canada("HSBC"), represented by personnel in Calgary, is the Agent under
the Credit Agreement, representing the First Lien Lenders. HSBC has been the Calfrac
Group's main and primary bank lender from the time the business began in Canada, 21
years ago. HSBC and its personnel in Calgary have continued in this important role,
including through the Calfrac Group's expansion into foreign markets.

65.

As noted, the Calfrac Group's treasury group is located in the Calgary Head Office and
from there it operates and administers a centralized cash management system for the entire
Calfrac Group (the "Cash Management System"):
(a)

Calfrac is the only borrower under the Credit Agreement and all drawings
thereunder are made by Calfrac into an account with HSBC in Calgary. None of
the officers or employees outside ofthe treasury group in the Calgary Head Office
are authorized to make draws under the Credit Agreement;

(b)

the treasury group in the Calgary Head Office monitors the cash position of all of
the entities in the Calfrac Group and facilitates cash transfers as required to ensure
that those entities can meet their daily cash requirements;

(c)

those cash transfers are made by way of intercompany loans from Calfrac,
administered by the treasury group in the Calgary Head Office;

(d)

when those other entities in the Calfrac Group have surplus cash, the treasury group
in the Calgary Head Office transfers cash from those entities back to repay the
intercompany loans to Calfrac;
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(e)

all disbursements (i.e. ACH/EFT/cheques/wires) paid out by Calfrac must be
signed or electronically released by a member of the treasury team in the Calgary
Head Office (except for petty cash disbursements); and

(f)

cash receipts are deposited in the bank accounts of the operating divisions where
they are earned, and they are all reported to the treasury group in the Calgary Head
Office and then administered as part ofthe centralized Cash Management System.

66.

Financial reporting for the Calfrac Group is done on a consolidated basis and the corporate
finance personnel in the Calgary Head Office generate the consolidated financial
statements and work with the external auditors (PricewaterhouseCoopers Inc.), who are
also located in Calgary, Alberta. The operating divisions in the Calfrac Group are
responsible for data entry and preliminary preparation/analysis of the divisional financial
statements, and they then submit reports to the corporate accounting group located in the
Calgary Head Office.

67.

The CFO of Calfrac is responsible for overseeing the Cash Management System and
financial reporting for Calfrac and the Calfrac Group, as well as all financial risk
management, internal auditing, taxation and information technology. Mr. Olinek has
worked for Calfrac and in the Calfrac Group for almost 14 years. Mr. Olinek has been the
CFO since February 2016. Prior to that, he was the Vice President, Finance, from April
2011 to February 2016. Prior to that he was the Corporate Controller from August 2006 to
March 2011. Throughout his entire tenure at Calfrac, he has worked out of the Calgary
Head Office, as that is where all major financial decisions, including regarding the
worldwide Calfrac Group, are made. Mr. Olinek graduated with a Bachelor of Commerce
degree with a major in Accounting from the University ofCalgary in 1989, and is a member
in good standing of the Institute of Chartered Professional Accountants of Alberta.

Other Centralized Functions in the Calgary Head Office
68.

All legal strategy and direction for all of the entities in the Calfrac Group is centralized in
the Calgary Head Office.
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69.

Supply chain strategy and decisions for the entire Calfrac Group are centralized in the
Calgary Head Office. The Vice President, Global Supply Chain directs all supply chain
procurement and logistics from the Calgary Head Office for all the Calfrac Group entities.
Supply chain management, and in particular, careful sourcing of our main inputs, is a major
component of our business operations and competitive advantage in the fracturing services
market. The Calfrac Group sources sizable amounts of raw materials such as proppant
(typically, sand), nitrogen, chemicals, lubricants and diesel fuel, and its component parts,
from various suppliers across North America, Argentina and Russia. The logistics of
purchasing and delivering these raw materials efficiently requires complex coordination.
Despite the international sourcing of the Calfrac Group's supply chain inputs and ultimate
end points, the expertise and decision-making is centralized in-house in the Calgary Head
Office and Calgary R&D Lab (as defined below). Calgary personnel optimize the logistic
networks to ensure timely supply of goods and materials so that non-productive time is
minimized for customers worldwide. Major supplier selection and negotiations are
primarily handled out of Calgary, and it is the Calfrac Group's Calgary personnel that hold
the relationships with key suppliers. Centralizing spending and decision-making in Calgary
for the Calfrac Group's main supply operations — rather than letting it be done in regional
markets — is one aspect of how the Calfrac Group has cut costs for key products, including
proppant and chemicals, as well as third party subcontractors. This approach is also
illustrated by the Calfrac Group's investments in four exclusive proppant storage and
loading facilities in Western Canada. These four major storage and transloading facilities
— hubs where the Calfrac Group collects and transfers shipments ofsupplies — are in Taylor,
British Columbia; Kuusamo, Alberta; Whitecourt, Alberta; and Glidden, Saskatchewan.
Investing in this type of storage and transloading infrastructure in Western Canada is one
way the Calfrac Group plans to be well situated from a logistics perspective to capitalize
on new growth opportunities when they arise, to the benefit of its operations.

70.

All of the following policies, procedures, operating manuals and operating practices are
developed, updated and administered in the Calgary Head Office, and are applied across
all the Calfrac Group entities:
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(a)

Human Resources — including employee policies and procedures, benefits,
wellness, confidentiality and privacy policies;

(b)

Corporate Accounting policies;

(c)

Code of Ethics;

(d)

Corporate Standards;

(e)

Information and Telecommunications policies and procedures;

(f)

Engineering and Technology policies and procedures, including lab safety, training
and development, and product development; and

(g)
71.

Marketing and Communications policies and procedures.

The Global Quality, Health, Safety, and Environment("QHSE") functions for all of the
entities in the Calfrac Group are centralized in Calgary, at the Calgary Head Office.
Among other things, the QHSE department of Calfrac is responsible for developing and
implementing QHSE policies and procedures to ensure that the Calfrac Group's equipment
is maintained and operated in a standardized fashion to ensure consistent, safe, efficient
and effective operations across the Calfrac Group's operating divisions.

72.

All technology and information systems are designed and implemented by the information
systems management team, who are all located in the Calgary Head Office. Calfrac's
information systems team has recently led the implementation of a cloud-based enterpriseresource planning system in the Canadian, US and Argentina divisions in order to provide
greater transparency, reliability, efficiency and control over financial and operational data
to facilitate the centralized decision-making structure ofthe Calfrac Group.

73.

Research and development is a key business priority for the Calfrac Group, and has been a
major contributing factor to our success in the market, and as against our competitors.
Calfrac Group's main research and development laboratory facility (the "Calgary R&D
Lab") is based in Calgary. The Calgary R&D Lab develops and tests technologies and
fluid systems for the benefit of all of the entities in the Calfrac Group. Accordingly, the
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Calfrac Group has developed significant intellectual property related to its business
operations, with patents and trademarks held and pending in Canada and the US. The
patents and trademarks are all held by Calfrac. Calfrac authorizes the other entities in the
Calfrac Group to utilize this valuable intellectual property. None of the Calfrac Group's
patents or trademarks are held by the US entities in the Calfrac Group. The use of this
intellectual property is critical to the ongoing business operations of Calfrac and CWSC.
The Calfrac Group's Relative Size in its Afferent Geographical Locations
Headcount
74.

The Calfrac Group tracks headcount totals, as opposed to employee totals, and so the
following staffing data reflects both employees and consultants on contract.

75.

As at December 31, 2019, the Calfrac Group had a total headcount of at or near 3,343
globally.

76.

The Calfrac Group has proactively reduced its workforce over the past six months in
connection with cost-reduction measures to reduce ongoing operating, general and
administrative expenses. As at June 30, 2020, the Calfrac Group had a total headcount of
at or near 2,078.

77.

To provide some historical perspective and context, the Calfrac Group had a total
headcount of at or near 4,929 at its peak in 2014.

78.

The below chart provides headcount by countries of operation over the last 10 years.
2009

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019

2020
(June)

Russia

531

690

745

758

939

980

951

952

1000

823

732

607

Mexico

136

105

163

200

158

91

43

40

13

4

4

2

Argentina

22

27

43

86

277

382

400

429

455

511

557

436

Rest of Latin Amer.

2

2

8

36

35

32

6

7

5

1

1

0

Canada

834

1084

1319

1520

1533

1694

1037

885

1223

1320

970

634

US

413

664

1127

1103

1387

1750

708

443

1115

1267

1079

399
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79.

In all but 2019, the Calfrac Group's headcount was higher in Canada than the US. That
remains the case today. In 2019, the Calfrac Group was reducing its Western Canadian
headcount following a depression in the local energy market, in order to pivot to more
lucrative markets, such as the US. This is an example of how the Calfrac Group has used
its expansion into international markets to flexibly adapt to energy prices and the related
demand for oilfield services in order to maximize its profitability.
Gross Revenue

80.

In keeping with the need to flexibly deploy assets between Canada and the US as a response
to market conditions, as discussed above,the Calfrac Group's percentage ofrevenue earned
in the US and Canadian markets has fluctuated considerably from year to year. In
comparing the years 2010 to 2019, 2019 was the year with the highest percentage revenue
coming from the US as compared to Canada, and 2010 was the lowest. In 2010 Canada
represented 62.7% of revenue as between the US and Canada, and the US only 37.3%. In
2019, Canada represented 29.9% of revenue as between the US and Canada, and the US
70.1%. The Calfrac Group's allocation of gross revenue by country as at December 31,
2019 was as follows:

(in thousands of Canadian dollars)

Canada

USA

Russia

Argentina

Revenue (2019)

397,583

930,404

105,807

187,161

24.5%

57.4%

6.5%

11.5%

Percentage

Fracturing Horsepower and Other Equipment
81.

Horsepower is a leading measurement of an entity's operational size in the fracturing
industry. It measures the pumping capacity of a particular company's aggregate fracturing
operations. Similar to gross revenue, horsepower count has fluctuated from year to year as
between Canada and the US,as the Calfrac Group has redeployed equipment to respond to
changing markets.

2019 was the end-of-year quarter with the highest percentage

horsepower deployed in the US as compared to Canada, and 2010 was the lowest. In 2010,
Canada represented 51.0% of North American horsepower, and the US represented 49.0%.
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The Calfrac Group's allocation of fracturing horsepower by country as at December 31,
2019 was as follows:

(as measured in Q4)

Canada

USA

Russia

Argentina

Horsepower(2019)

271,950

923,450

77,000

137,750

19.3%

65.5%

5.4%

9.8%

Percentage

82.

Coiled tubing units are mobile service rigs that assist with fracturing and can also execute
a number of stand-alone well servicing operations, including the removal of downhole
equipment and debris, such as sand, from the wellbore. Cementing units pump cement
slurry downhole which, when dry, provides isolation between the wellbore and the outside
rock, particularly to prevent the ingress of unwanted water into the production stream and
to isolate fresh water zones from hydrocarbon streams. The Calfrac Group's allocation of
coiled tubing and cementing units by country as at December 31, 2019 was as follows:

(as measured in Q4)

Canada

Coiled Tubing

83.

USA

Russia

Argentina

14

1

7

6

Percentage

50%

3.6%

25%

21.4%

Cementing

0

5

0

14

Percentage

0%

26.3%

0

73.7%

This chart shows the numbers of each type of unit in all countries, as measured at the end
of the year, from 2010 to 2019.

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019

22

21

21

21

17

18

13

15

14

14

United States

-

1

-

7

5

5

5

1

2

1

Russia

6

6

7

7

7

7

7

7

7

7

Mexico

-

-

-

-

1

1

1

1

-

-

Coiled Tubing Units
Canada
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Argentina

1

1

1

3

6

2010

2011

2012

2013

2014

Canada

6

5

1

-

-

United States

7

9

12

18

Mexico

3

2

2

Argentina

5

5

Columbia

-

2

Cementing Units

84.

6

6

6

6

2016

2017

2018

2019

-

-

-

-

-

18

18

11

9

10

5

2

2

2

1

1

-

-

5

7

8

8

13

13

13

14

6

4

3

3

-

-

-

-

2015

6

As shown, most of the North American coiled tubing units are currently in Canada, and all
of the cementing units, although not active, are currently in the US. The distribution and
number ofunits has varied significantly over the years to respond to demand,and is another
example of the flexibility the Calfrac Group exercises to optimize profitability.

Conclusion
85.

As described above, the Calfrac Group's business is fully integrated, and is directed from
its nerve center in the Calgary Head Office. I believe that the restructuring of the Calfrac
Group can be administered most efficiently through a single, coordinated restructuring and
arrangement process under the supervision of this Honourable Court. This will reduce the
cost and time necessary to complete the process,for the benefit of all ofthe Calfrac Group's
stakeholders.

The Calfrac Group's Customers
86.

A significant portion of the Calfrac Group's top clients are investment grade companies,
complimenting a very diverse customer base. Despite the very challenging current
economic conditions in the energy services sector, the Calfrac Group has continued to
focus on providing top tier service to its clients and has continued to aggressively pursue
new clients and new projects, with some recent successes. Continuing to provide top level
service and maintaining strong relationships with its client base will be key to any
successful restructuring of the Calfrac Group.

WSLEGAL\044609\00111\25081756v5

30
VI.

THE CALFRAC GROUP'S CAPITAL STRUCTURE

87.

The Calfrac Group's capital structure is summarized below.

The Credit Facility
88.

Calfrac, as borrower, is party to an Amended and Restated Credit Agreement dated April
30, 2019 (the "Credit Agreement"). HSBC is the Lead Arranger, Sole Bookrunner and
Administration Agent pursuant to the Credit Agreement (in these capacities, the "First
Lien Agent"). The lenders(the "First Lien Lenders")party to the Credit Agreement are:

89.

(a)

HSBC;

(b)

ATB Financial;

(c)

Royal Bank of Canada;

(d)

Canadian Imperial Bank of Commerce;

(e)

Export Development Canada; and

(f)

The Bank ofNova Scotia.

CWSC and CHLP(by its general partner CCI)have guaranteed Calfrac's obligations under
the Credit Agreement.

90.

91.

The Credit Agreement provides Calfrac with the following credit facilities:
(a)

$40 million operating facility; and

(b)

$335 million syndicated facility.

As a result ofthe borrowing base calculation under the Credit Agreement, Calfrac's current
availability under the Credit Agreement is approximately $233.8 million, and the amount
currently outstanding is approximately $173.5 million.
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92.

The First Lien Lenders have a first-ranking security interest in all of the assets of Calfrac,
CWSC and CHLP (by its general partner CCI), to secure those parties' respective
obligations as borrower and guarantors in connection with the Credit Agreement.

93.

As noted above, it is anticipated that the Arrangement and the Recapitalization will not
compromise or affect the First Lien Lenders, and that Calfrac will continue to perform all
its obligations under the Credit Agreement, in the ordinary course.

94.

Attached as Exhibit "7" to this Affidavit is a true copy of the Credit Agreement.

The Second Lien Notes
95.

CHLP (by its general partner CCI), as issuer, is party to an Indenture dated February 14,
2020 (the "Second Lien Note Indenture"). Pursuant to the Second Lien Note Indenture,
CHLP issued 10.875% Second Lien Secured Notes(the "Second Lien Notes")due in 2026,
in the principal amount of US$120,000,100. Wilmington Trust, National Association, is
the trustee and collateral agent in the US pursuant to the Second Lien Note Indenture (the
"Second Lien Note Trustee"). Computershare Trust Company of Canada is the collateral
agent in Canada.

96.

The Second Lien Notes were issued by CHLP in connection with an exchange offer
whereby CHLP issued a US$120,000,100 principal amount of Second Lien Notes in
exchange for a US$218,182,000 principal amount of Unsecured Notes (the "Exchange
Offer").

97.

Interest payments under the Second Lien Notes are due semi-annually in arrears on March
15 and September 15.

98.

Calfrac and CWSC have guaranteed CHLP's obligations under the Second Lien Note
Indenture.

99.

The Second Lien Note Trustee has a second-ranking security interest in all ofthe assets of
CHLP (by its general partner CCI), Calfrac and CWSC,to secure those parties' respective
obligations as issuer and guarantors in connection with the Second Lien Note Indenture.
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100.

As noted above,it is anticipated that the Arrangement and the Recapitalization Transaction
will not compromise or affect the holders of the Second Lien Notes (the "Second Lien
Noteholders"), and that CHLP(by its general partner CCI) will continue to perform all its
obligations under the Second Lien Note Indenture, in the ordinary course.

101.

Attached as Exhibit"8" to this Affidavit is a true copy of the Second Lien Note Indenture.

The 1L/2L Intercreditor Agreement
102.

Calfrac, CWSC and CHLP (by its general partner CCI), are parties with the First Lien
Agent and the Second Lien Note Trustee, to a February 14, 2020 Intercreditor and Priority
Agreement(the "1L/2L Intercreditor Agreement"). Pursuant to the 1L/2L Intercreditor
Agreement, the parties thereto have agreed, among other things, that:
(a)

all the security held by the First Lien Agent (the "First Lien Security") shall rank
senior in priority to all the security held by the Second Lien Note Trustee (the
"Second Lien Security"); and

(b)

neither the Second Lien Note Trustee nor any Second Lien Noteholder is entitled to
take any enforcement action under the Second Lien Security until at least 180 days
after the Second Lien Note Trustee has given the First Lien Agent a notice of the
occurrence of an event of default under the Second Lien Note Indenture.

103.

A true copy of the 1L/2L Intercreditor Agreement is attached as Exhibit "9" to this
Affidavit.

The Unsecured Notes
104.

CHLP (by its general partner CCI), as issuer, is party to an Indenture dated May 30, 2018
(the "Unsecured Note Indenture"). Pursuant to the Unsecured Note Indenture, CHLP(by
its general partner CCI)issued 8.50% Senior Unsecured Notes (the "Unsecured Notes")
due in 2026, in the principal amount of US$650 million. Wells Fargo Bank, National
Association, is the trustee pursuant to the Unsecured Note Indenture(the "Unsecured Note
Trustee"). Calfrac and CWSC have guaranteed the issuer's obligations under the
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Unsecured Note Indenture. There is US$431,818,000 (CA$587,013,389) in principal
amount of Unsecured Notes outstanding, after giving effect to the Exchange Offer.
105.

Interest payments under the Unsecured Notes are due semi-annually in arrears on June 15
and December 15. CHLP (by its general partner CCI)deferred making the June 15, 2020
interest payment, in the amount of US$18,352,265 (CA$24,948,069). Pursuant to the
Unsecured Note Indenture, there is a 30-day grace period during which CHLP (by its
general partner CCI) can make the interest payment, to avoid committing an event of
default under the Unsecured Note Indenture. Non-payment of the interest payment prior
to the expiry ofthe grace period would result in cross-defaults under the Credit Agreement
and the Second Lien Note Indenture.

106.

Given the pendency of the Arrangement and the Recapitalization Transaction, and to
preserve the Calfrac Group's liquidity, CHLP (by its general partner CCI) has determined
not to make the interest payment prior to the expiry of the grace period on July 15, 2020.
It is for this reason that the Applicants are asking that this Honourable Court grant a stay
of proceedings in the Preliminary Interim Order, and also a direction that the grace period
for the payment of the interest payment due on June 15, 2020 under the Unsecured Note
Indenture (along with all other grace periods or limitation periods), be deemed to be tolled
and extended for the duration of the stay of proceedings, subject to further order of this
Honourable Court. I am of the view that this relief is necessary to preserve the status quo
and preserve fair and equitable treatment among all the Calfrac Group's stakeholders, while
the Arrangement and Recapitalization Transaction are finalized.

107.

If this relief is not granted, the non-payment of the Unsecured Note interest payment by
the end ofthe grace period would or could result in an event ofdefault under the Unsecured
Note Indenture, and cross-defaults under the Credit Agreement and the Second Lien Note
Indenture. This could potentially enable certain stakeholders to maneuver for advantages
vis-a-vis other stakeholders. Given that the goal of the Arrangement and Recapitalization
Transaction is to reach a consensual arrangement with the Affected Securityholders, and
to not compromise or affect any other stakeholders, the Calfrac Group is of the view that
this relief is important and necessary to enable the success of these proceedings.
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108.

It is anticipated that the Arrangement and the Recapitalization Transaction will
compromise or affect the holders ofthe Unsecured Notes(the "Unsecured Noteholders"),
and accordingly that the Unsecured Noteholders will be asked to vote to approve the
Arrangement.

109.

Attached as Exhibit "10" to this Affidavit is a true copy ofthe Unsecured Note Indenture.

Equity
1 10.

The authorized share capital of Calfrac consists of an unlimited number of Common
Shares. As of the date hereof, Calfrac has 145,171,194 issued and outstanding Common
Shares, 9,858,981 stock options and 890,770 equity-based performance shares units
outstanding.

1 11.

It is anticipated that the Arrangement and the Recapitalization Transaction will
compromise or affect the holders of the Common Shares (the "Common Shareholders"),
and accordingly that the Common Shareholders will be asked to vote to approve the
Arrangement.

112.

There are multiple large Common Shareholders who are currently engaged in discussions
with the Calfrac Group regarding the Arrangement and Recapitalization Transaction, and
all of whom I expect to be supportive. In the aggregate, those Common Shareholders hold
approximately 38.0% of the Common Shares (including the Calfrac Board and
management, who are supportive and who collectively hold approximately 4%,in addition
to my holdings), to my knowledge.

113.

To confirm, there may be one large Common Shareholder who may be unlikely to support
the Arrangement and Recapitalization Transaction, but I believe this is because such
Common Shareholder is a competitor of the Calfrac Group in the oilfield services market
that would like to take advantage of a breakup of the Calfrac Group in a bankruptcy or
insolvency where Common Shareholders receive nothing, and the prospective sale of at
least part of the Calfrac Group's assets, as explained in more detail below.

The Wilks Brothers Litigation
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114.

As part of these proceedings it is important to understand Calfrac's relationship with its
second-largest shareholder, Wilks Brothers, LLC ("Wilks Brothers"). Wilks Brothers
owns approximately 19.78% of the Common Shares, to my knowledge. The table below
lists and summarizes the holdings of all Common Shareholders holding greater than 10%
of the Common Shares, based on publicly-available information.

Number of
Common Shares

Percent of
Outstanding (1)

28,837,321

19.86%

Wilks Brothers, LLC and Dan and Staci Wilks
(collectively, "Wilks Brothers")(2)
Cisco, Texas, USA

28,720,172

19.78%

Alberta Investment Management Corporation
("AIMCO")(3)
Edmonton, Alberta

20,580,121

14.18%

Name
Ronald P. Mathison
Calgary, Alberta

Notes:
(1) Calculated based on the number ofissued and outstanding common shares as of the date hereof.
(2) Based on publicly available information whereby as at November 22, 2017, Wilks Brothers reported (pursuant
to the Early Warning System — Alternative Monthly Report filed on the System for Electronic Document
Analysis and Retrieval("SEDAR"))that they held 28,720,172 of the Corporation's common shares.
(3) Based on publicly available information whereby as at November 30, 2017, AIMCO reported (pursuant to the
Early Warning System — Alternative Monthly Report filed on the System for Electronic Document Analysis
and Retrieval("SEDAR"))that it held 20,580,121 of the Corporation's common shares.

115.

As outlined below, Calfrac is currently engaged in a lawsuit with Wilks Brothers in the
Court of Queen's Bench of Alberta. Further, Wilks Brothers has in the past expressed on
numerous occasions a desire for the Calfrac Group to split off its US operations either
through a sale of that division to Wilks Brothers (or one of its affiliates), or through the
formation of a separate US company in which Wilks Brothers would invest in a material
way.

116.

Wilks Brothers is headquartered in Texas and is controlled, directly or indirectly, by two
brothers, Dan Wilks and Farris Wilks. Both are billionaires who reside in Texas. Dan
Wilks and Farris Wilks have extensive experience in the hydraulic fracturing and well
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stimulation business, having first established Frac Tech in 2002. Frac Tech later grew to
be one ofthe largest providers of hydraulic fracturing and well stimulation services in the
US. Dan Wilks and Farris Wilks sold their interest in Frac Tech in 2011 for approximately
US$3.5 billion. In 2016, Wilks Brothers established Profrac Services, LLC ("Profrac"),
which later commenced operations in the hydraulic fracturing and well stimulation services
business in the US,and is now one of the Calfrac Group's competitors in the US.
117.

On November 17, 2016, Morgan Neff; then an employee of Wilks Brothers, forwarded me
an email that he had sent to individuals at RBC(who was never engaged by Wilks Brothers
in regard to Calfrac) in August 2016, advising that:

118.

(a)

he hoped that RBC was encouraging Calfrac to sell its international businesses; and

(b)

Wilks Brothers owned 9.27% of Calfi-ac's Common Shares.

To the best of my knowledge, this was the first time Calfrac became aware that Wilks
Brothers had become one of Calfrac's single largest shareholders, and this was also the first
time Calfrac became aware that Wilks Brothers was interested in encouraging Calfrac to
sell some of its international assets. A true copy of Mr. Neffs email to me of November
17, 2016, and my reply is attached as Exhibit "11".

119.

From July 2017 through November 2017, Wilks Brothers and its joint actors filed five
Early Warning Reports on SEDAR,each one noting that Wilks Brothers and its joint actors
had acquired additional Common Shares, culminating in an aggregate 19.78% ownership
by November, 2017. A true copy of the last Early Warning Report filed on November 23,
2017 is attached as Exhibit "12".

120.

The Early Warning Reports filed by Wilks Brothers on SEDAR on September 13, 2017,
and November 23, 2017, noted that the acquisitions had been made:
...in the ordinary course of business and for investment purposes. The
Acquirors may in future seek to effect material changes in the Issuer's
business or corporate structure including, without limitation, changes to the
board of directors or management ofthe Issuer and/or the sale or transfer of
material assets of the Issuer or its subsidiaries and in connection therewith
may take such actions as are permitted by applicable law including, without
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limitation, the requisition of meetings ofthe Issuer's securityholders and the
solicitation of proxies from the Issuer's securityholders in any manner
permitted by law.
121.

Thus,by no later than September 13, 2017, Wilks Brothers had self-identified as an activist
investor with respect to Calfrac.

122.

In December 2017 and January 2018, a number of communications took place between
Wilks Brothers and representatives of Calfrac, including me, Michael Tims (Vice
Chairman of MATCO) and Doug Ramsay (Vice Chairman of Calfrac). To my own
knowledge and based on information from Mr. Ramsay and Mr. Tims, the consistent
messages from Wilks Brothers in these communications was that:
(a)

Calfrac was undervalued;

(b)

Calfrac's US division represented significant untapped value;

(c)

Calfrac should take steps to realize that untapped value, including taking its US
business public or selling its US business; and

(d)
123.

Wilks Brothers was a potential acquirer of, or investor in, Calfrac's US business.

On February 22, 2018, Calfrac and Wilks Brothers entered into a Non-Disclosure
Agreement (the "NDA") to allow Calfrac to provide confidential information to Wilks
Brothers, and for the parties to be able to frankly exchange their views. After the NDA
was entered into, Calfrac provided Wilks Brothers with a Confidential Update, which
provided confidential business information about the Calfrac Group, outlined various
operational updates and raised the prospect of the Calfrac Group undertaking a potential
note offering.

124.

After being provided with the Confidential Update, Mr. Neff wrote me an email on April
18, 2018, which repeated many of the same themes about Wilks Brothers' interest in the
Calfrac Group's US business on a standalone basis. A true copy of Mr. Neffs April 18,
2018 email is attached as Exhibit "13".
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125.

On May 8, 2018, Calfrac filed the Report of Voting Results respecting its 2018 annual
meeting ofshareholders on SEDAR.A true copy ofthe Report ofVoting Results is attached
as Exhibit "14". On May 9,2018, Calfrac publicly announced the planned note fmancing
(the "Note Offering")that had been disclosed to Wilks Brothers as part ofthe Confidential
Update. A true copy of the Calfrac Press Release of May 9, 2018, in which Calfrac
announced the Note Offering is attached as Exhibit "15".

126.

Shortly after Calfrac publicly announced the Note Offering, Wilks Brothers issued its own
press release on May 9, 2018, titled: "Wilks Brothers Responds to Questions Regarding
the Proxy Result of Calfrac's AGM"(the "Wilks Brothers Press Release"). In the Wilks
Brothers Press Release, Wilks Brothers made the following statements, among others:
(a)

"Over the last 12 months, we have participated in a number of calls, emails and
meetings with various members of CalFrac's board and management team..."

(b)

"...we have incessantly encouraged Calfrac to hire US and Canadian financial
advisors to thoroughly vet all alternatives including the separation of Calfrac's US
and Canadian operations into two public entities."

A true copy of the Wilks Brothers Press Release is attached as Exhibit "16".
127.

Calfrac took the view that the Wilks Brothers Press Release constituted a breach of the
NDA,and Calfrac accordingly commenced an action against Wilks Brothers in the Court
ofQueen's Bench of Alberta to seek damages caused to Calfrac by Wilks Brothers'issuance
ofthe Wilks Brothers Press Release, in violation ofthe NDA.

128.

The Notes offered by way ofthe Note Offering are the Unsecured Notes referred to above
in this Affidavit. In the lawsuit, among other things, Calfrac alleges that the Wilks Brothers
Press Release, which was issued while the Unsecured Notes were being marketed,resulted
in the Unsecured Notes being priced disadvantageously to Calfrac. Specifically, Calfrac
alleged that the applicable interest rate was set at least 75 basis points per annum (0.75 of
1% per year) higher than would otherwise have been the case, in the absence of the Wilks
Brothers Press Release. Apart from any other damages, this difference alone amounted to
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approximately $6.63 million for each ofthe eight years during which the Unsecured Notes
were anticipated to be outstanding.
129.

On May 6, 2019, the Honourable Mr. Justice P.R. Jeffrey of the Court of Queen's Bench
of Alberta in Calfrac Well Services Ltd v Wilks Brothers, LLC, 2019 ABQB 340(a copy
of which is attached as Exhibit "17") granted summary judgment in favour of Calfrac,
ruling that by issuing the Wilks Brothers Press Release, Wilks Brothers had breached the
NDA. Wilks Brothers did not appeal that summary judgment. Issues of causation and
damages remain to be determined, and the litigation is ongoing.

Wilks Brothers'Proposals and Acquisition ofSecond Lien Notes
130.

Subsequent to the onset ofthe COVID-19 pandemic, I exchanged e-mail correspondences
with Matt Wilks of Wilks Brothers as to the possible collaboration between Calfrac and
Wilks Brothers on transaction(s) that could be beneficial to Calfrac and its various
stakeholders.

131.

On May 4, 2020 and May 6, 2020,the Calfrac Board received letters from Wilks Brothers
formally inviting the Calfrac Board to explore potential value-enhancing initiatives in light
of the trading price of the Unsecured Notes and Second Lien Notes. The letters, among
other things, outlined Wilks Brothers' intention to work in partnership with the Calfrac
Board on a liquidity and deleveraging transaction and included offers by Wilks Brothers to
backstop a strategic transaction. True copies ofsuch letters are attached as Exhibit "18".

132.

In light of Wilks Brothers' stated intention to work collaboratively with Calfrac, Calfrac
proposed the execution of a non-disclosure agreement to foster a constructive dialogue and
to enable the parties to further explore the possibility of a strategic transaction. At that
time, such a prospective transaction could have involved Wilks Brothers and other
significant stakeholders with whom Calfrac was canvassing strategic transaction
alternatives. A draft non-disclosure agreement was first circulated to Wilks Brothers on
May 29, 2020, and subsequent drafts were exchanged with Wilks Brothers through
Calfrac's financial advisors.
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133.

I am advised by Rob Kordas, a Managing Director at RBC Capital Markets, and I believe,
that Matt Wilks called Mr.Kordas on June 10,2020,and advised that it appeared the parties
agreed in principle to the form of non-disclosure. Matt Wilks further advised Mr. Kordas
that he would attend to signing, but had a few things to take care of before he did so.

134.

On June 12, 2020, I had a telephone discussion with Matt Wilks wherein I inquired as to
the status of Wilks Brothers' execution of the agreed form of non-disclosure agreement.
Mr. Wilks expressed reservations about proceeding with the agreement and I reiterated the
importance for Calfrac to have an executed non-disclosure agreement prior to discussing
the details of any transaction, including a transaction Calfrac intended to propose to Wilks
Brothers and other key stakeholders. Attached as Exhibit "19" hereto is a true copy of an
e-mail I sent to Mr. Wilks on June 15, 2020 endeavoring to summarize my perspective of
the recent discussions with Wilks Brothers, and reaffirming our need for a signed nondisclosure agreement to advance such discussions further.

135.

As reported on SEDI,in a series of transactions commencing on June 11, 2020 and ending
on June 26, 2020, Dan Wilks of Wilks Brothers acquired an aggregate of US$60,001,400
ofSecond Lien Notes at an aggregate acquisition cost ofUS$41,736,096,or approximately
$0.696 per $1.00 of par value of Second Lien Notes acquired. A report from the System
for Electronic Disclosure by Insiders outlining the particulars ofthe transactions is attached
as Exhibit "20".

136.

With the Second Lien Notes purchased by Dan Wilks, Wilks Brothers collectively acquired
control of over 50.001% of the Second Lien Notes and a potential blocking position in
respect of any class vote of the Second Lien Noteholders in connection with Calfrac's
recapitalization efforts.

137.

On June 22,2020 and June 30,2020, Wilks Brothers submitted unsolicited letters of intent
to acquire Calfrac's US business and related assets (true copies of which are attached as
Exhibit "21").

As consideration for the US business, Wilks offered to: (i) convey

ownership ofits Second Lien Notes(which totaled US$41,686,750 as ofthe June 22 offer
and US$60,001,400 as of the June 30 offer); (ii) fund a tender offer for the Unsecured
Notes at 14% ofpar value,implying a cash commitment of approximately US$60,452,000;
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and (iii) in the June 30 offer only, pay a consent fee of US$1 million to the First Lien
Lenders and a consent fee of US$1 million to the consenting holders of the balance of the
Second Lien Notes (to be shared pro rata).
138.

With the assistance ofits financial and legal advisors, the Calfrac Board carefully reviewed
and analyzed the offers and in each case concluded that the subject offer was not
acceptable, as it significantly undervalued the US business and was not executable from a
practical standpoint for various reasons, including its prejudicial treatment of other key
stakeholders, such as the First Lien Lenders and the balance of the Second Lien
Noteholders. In addition, these offers envisioned leaving the balance ofthe Calfrac Group
with a disproportionate amount of secured debt relative to what was proposed to become
its remaining assets, collateral and operations. As a result, the Calfrac Group would have
excessive debt relative to its cash flows and insufficient liquidity to operate its remaining
business. I communicated in detail the reasons for Calfrac's rejection of Wilks Brothers'
offers in letters dated June 29, 2020, July 2, 2020, and July 6, 2020 (copies of which are
attached as Exhibit "22").

139.

Based on the history of the Calfrac Group with Wilks Brothers, including as summarized
above, it is my belief that for strategic purposes Wilks Brothers may attempt to resist the
Arrangement and Recapitalization, in pursuit of its own business interests and as a
competitor ofthe Calfrac Group. The Arrangement and Recapitalization Transaction seek
to preserve the Calfrac Group and all its operating entities and business divisions, for the
benefit ofall stakeholders. I do not believe that separating the US business from the Calfrac
Group's other entities and business divisions would be in the best interests of all
stakeholders, particularly at far below fair market value, as has been proposed by Wilks
Brothers. Such a separation would, in fact, be contrary to the best interests of stakeholders
and the leave the remaining entity with an untenable debt burden.

Financial Statements
140.

A copy ofthe Calfrac Group's audited consolidated financial statements for the year ending
2019 are attached as Exhibit "23" to this Affidavit, and a copy of Calfrac Group's

WSLEGAL\044609\00111\25081756v5

42
unaudited interim consolidated financial statements for the three months ended March 31,
2020 are attached as Exhibit "24" to this Affidavit.
VII. PROCEEDING BY WAY OF CBCA PLAN OF ARRANGEMENT AND THE
PRELIMINARY INTERIM ORDER
141.

The purpose ofthe Arrangement is to effect the Recapitalization Transaction, as described
above, which is anticipated to significantly reduce the Calfrac Group's outstanding
indebtedness and annual interest costs, and provide a sustainable capital structure for the
Calfrac Group going forward.

Arrangeco is Solvent
142.

Arrangeco has no liabilities and is solvent. I am advised by Bennett Jones LLP, Canadian
counsel to the Calfrac Group, and believe, that Arrangeco is not 'insolvent' within the
meaning ofsection 192(2)ofthe CBCA as:(i)it is able to pay its liabilities as they become
due; and (ii) the realizable value of its assets is not less than the aggregate of its liabilities
and stated capital of all classes of its shares.

143.

As shown in Exhibit "23", which is the Calfrac Group's most recent set of audited financial
statements, as at December 31, 2019, the Calfrac Group had total assets of approximately
$1.53 billion, total liabilities of approximately $1.16 billion and stated capital in excess of
$0.37 billion.

144.

As shown in Exhibit "24", which is the Calfrac Group's most recent set of unaudited
financial statements, as at March 31, 2020, the Calfrac Group had total assets of
approximately $1.35 billion, total liabilities of approximately $1.12 billion and stated
capital in excess of$0.23 billion.

145.

The Recapitalization Transaction is expected to significantly reduce the Calfrac Group's
outstanding indebtedness, to reduce annual cash interest payments and increase liquidity
and working capital so that the business can operate sustainably.

146.

Following completion ofthe Recapitalization Transaction(which is anticipated to include
an amalgamation of certain parties to this Action), it is expected that the realizable value
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ofthe Calfrac Group's assets will not be less than the aggregate value oftheir liabilities and
stated capital, and that the members of the Calfrac Group will be able to meet their
obligations as they become due.
Record Dates
147.

As noted above, the Applicants are seeking as part of the Preliminary Interim Order, the
establishment of record dates of July 13, 2020 for determination of the Unsecured
Noteholders and Common Shareholders (both defined below) entitled to notice of, and to
vote at, meetings to vote on the Arrangement, and ancillary relief related thereto.

148.

The Calfrac Group is engaged in discussions with a critical mass ofUnsecured Noteholders
and Common Shareholders, and expects to be in a position to fmalize definitive agreements
in the short term, and then return to Court to ask for an order authorizing the calling of
meetings of the Affected Securityholders to vote on the Arrangement.

The Director Appointed under the CBCA
149.

The Applicants have provided notice oftheir application for the Preliminary Interim Order
to the Director appointed under section 264 of the CBCA. Attached as Exhibit "25" to
this Affidavit is a true copy of the July 10, 2020 letter from the Director acknowledging
receipt of this notice.

It is Not Practicable to Proceed in Another Manner
150.

The Arrangement, if approved, will effectuate the proposed Recapitalization Transaction
in accordance with various detailed steps to be set out in a CBCA plan, and in a manner
that is the most convenient and advantageous to the Calfrac Group and its stakeholders.

151.

The Applicants are proceeding by way of a statutory plan of arrangement under section
192 of the CBCA as the most efficient and practicable means of completing the
Recapitalization Transaction.
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VIII. CONCLUSION
152.

I swear this my Affidavit in support of an Application for the relief set out in paragraph 3
ofthis my Affidavit and for no other or improper purpose.

SWORN(OR AFFIRMED)BEFORE ME
at Calgary, Alberta, this 13th day of July,
2020.

A Conunissioner for Oaths
in and for the Province of Alberta
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This is Exhibit "2" referred to in
Affidavit No. 2 of RONALD P.
MATHISON sworn before me this
30th day of July, 2020.
A Commissioner for Oaths in and for
the Province of Alberta
CHRIS SIMARD
Barrister and Solicitor

I hereby certify this to be a true copy of
the original Preliminary Interim Order
Dat944 is 14
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July, 2020
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UPON the Originating Application (the "Application") of 12178711 Canada Inc.
("Calfrac Arrangeco") Calfrac Well Services Ltd. ("Calfrac"), Calfrac (Canada) Inc. ("CCI"),
Calfrac Well Services Corp.("CWSC") and Calfrac Holdings LP("CHLP"). by its general partner
CCI. (collectively, the "Calfrac Entities" or the "Applicants") for a preliminary Interim Order
(the "Preliminary Interim Order') pursuant to Section 192 ofthe Canada Business Corporations
Act, R.S.C. 1985, c. C-44, as amended (the "CBCA") in connection with an arrangement (the
"Arrangement") involving the Calfrac Entities;
AND UPON reading the Application and the affidavit of Ronald P. Mathison. Co-founde r
and Executive Chairman of Calfrac, sworn on July 13, 2020 (the "Mathison Affidavit");
AND UPON HEARING counsel for the Applicants, counsel for an ad hoc committee of
Senior Unsecured Noteholders (the "Ad Hoc Committee of Senior Unsecured Noteholders"),
and counsel for the Agent;
FOR THE PURPOSES OF THIS ORDER:
I.

Capitalized terms used herein but not defined have the meanings set forth in Schedule A.

IT IS HEREBY ORDERED AND DECLARED THAT:
Service
2.

Service of Notice of this Application in respect of the Preliminary Interim Order is hereby
deemed to be good and sufficient and this Application is properly returnable today.

Entities Subject to These Proceedings
3.

The Applicants are all entities subject to these proceedings, and are authorized to take all
steps necessary or desirable to advance the Arrangement and the Recapitalization
Transaction.
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-3 Record Dates
4.

Subject to further Order of this Court, provided that the date of any

meeting of Senior

Unsecured Noteholders to consider any Plan of Arrangement which may be proposed in
these proceedings occurs on or before 60 days from the date of this Order, the record date
(the 'Senior Unsecured Note holder Record Date") for determination of the Senior
Unsecured Noteholders entitled to notice of, and to vote at, such meeting, shall be 5:00
p.m.(Calgary time) on July 13, 2020.
5.

Subject to further Order of this Court, provided that the date of any meeting of Common
Shareholders to consider any Plan of Arrangement which may be proposed in these
proceedings occurs on or before 60 days from the date of this Order, the record date (the
"Shareholder Record Date") for determination of the Common Shareholders entitled to
notice of, and to vote at, such meeting, shall be 5:00 p.m.(Calgary time) on July 13, 2020.

6.

The requirement to provide notice of the Senior Unsecured Noteholder Record Date or the
Common Shareholder Record Date (collectively, the "Record Dates") by way of
newspaper advertisement pursuant subsection 133(4)(a) of the ABCA and/or subsection
I34(3)(a) of the CBCA (collectively, the "Record Date Notice Provisions")is waived and
the Applicants shall be deemed to have complied with the Record Date Notice Provisions
by complying with all other applicable notice requirements in respect of the Record Dates
pursuant to the ABCA,the CBCA or otherwise.

Stay ofProceedings
7.

From 12:01 a.m. (Calgary time) on the date of this Preliminary Interim Order and until
further order of the Court (the "Stay Period'), no right, remedy or proceeding,
including, without limitation, any right to terminate, demand, accelerate, set off,
amend, declare in default or take any other action under or in connection with any loan,
note, commitment, contract or other agreement, at law or under contract, may be
exercised, commenced or proceeded with by:() the Second Lien Noteholders; (ii) the
Senior Unsecured Noteholders; (ii) any administrative agent, collateral agent, subagent, indenture trustee or similar person in respect of or in connection with amounts
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-4 owing to the Second Lien Noteholders or the Senior Unsecured Noteholders; or (iv)
any person (other than HSBC in its capacity as Agent under, and the lenders party to,
the Credit Agreement, who are expressly not subject to the stay of proceedings herein)
that is party to or a beneficiary of any other loan, note, commitment, contract or other
agreement with one or more of the Calfrac Entities, against or in respect of any of the
Calfrac Entities, or any of the present or future property, assets, rights or undertakings
of any of the Calfrac Entities, of any nature in any location, whether held directly or
indirectly by any of the Calfrac Entities, by reason or as a result of:
(a)

the Applicants having made an application to this Court pursuant to Section 192
of the CBCA;

(b)

any of the Calfrac Entities being a party to or involved in these proceedings or
the Arrangement;

(c)

any of the Calfrac Entities taking any step contemplated by or related to these
proceedings

or the

Arrangement,

including

but

not

limited

to the

commencement or prosecution of any foreign proceedings for the recognition
of these proceedings or the Arrangement;
(d)

the non-payment of principal, interest and any other amounts due and payable
in respect of any of the Senior Unsecured Notes or any related documents, or
the expiry of any applicable grace periods thereunder; or

(e)

any default or cross-default under or in connection with any of the Second Lien
Notes, the Senior Unsecured Notes or any related documents,

in each case except with the prior consent of the Applicants or leave of this Court.
To the extent that any limitation or cure period under, in respect of or in connection with
the Second Lien Notes, the Senior Unsecured Notes or any related documents (a
"Limitation or Cure Period')expires on or after the date of this Preliminary Interim Order
(the "Effective Date"), such limitation or cure period shall be tolled and extended for the
duration of the Stay Period, such that it ceases to continue running and shall be deemed not
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-5 to have expired during the period between the Effective Date and the termination of the
Stay Period.
Notice ofProceedings
9.

Subject to further order of this Court, the only persons entitled to notice of and to
appear and be heard at subsequent motions within these proceedings shall be:
(a)

the Calfrac Entities and their counsel;

(b)

counsel to the Agent, the Second Lien Note Trustee, the Senior Unsecured Note
Trustee or any of the Second Lien Noteholders or Senior Unsecured Noteholders;

(c)

counsel to the Ad Hoc Committee of Senior Unsecured Noteholders;

(d)

the CBCA Director, and

(e)

any other interested person who has served a Notice of Appearance in
accordance with this Preliminary Interim Order.

10.

Any Notice of Appearance served in these proceedings shall be served on the counsel
for the Calfrac Entities as soon as reasonably practicable at the following address:
Bennett Jones LLP
4500 Bankers Hall East
855 2 Street SW
Calgary, AB T2P 4K7
Solicitor:
Telephone:
Facsimile:
Email:

Kevin Zych / Chris Simard
416-777-5738 1403-298-4485
416-862-6666 /403-265-7219
zychk@bennettjones.com / simardc@bcnnettjones.com

Come back Hearing
1 I.

Any interested party that wishes to amend or vary this Preliminary Interim Order shall
be entitled bring an application before this Court on seven business days' notice to the
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-6 Calfrac Entities and any other party or parties likely to be affected by the order to be
sought by such interested party.
Notices and Distribution
12.

The Applicants are at liberty to serve or distribute this Preliminary Interim Order,any other
materials and orders in these proceedings, any notices or other correspondence, by
forwarding true copies thereof by prepaid ordinary mail, courier, personal delivery,
facsimile transmission or, electronic mail or e-mail, to interested parties at their respective
addresses, electronic mail or email addresses as last shown on the records of the Calfrac
Entities and that any such service or distribution by courier, personal delivery. facsimile,
electronic mail or e-mail transmission shall be deemed to be received on the next business
day following the date of forwarding thereof, or if sent by ordinary mail, on the third
business day after mailing.

13.

Service or distribution in accordance with this Preliminary Interim Order shall be deemed
to be in satisfaction of a legal or judicial obligation, and notice requirements within the
meaning of clause 3(c) of the Electronic Commerce Protection Regulations,Reg. 8100-2175 (SOR/DORS).

Foreign Proceeding
14.

A senior officer of the Applicants is hereby authorized, as necessary, to act as the
representative or foreign representative (the "Foreign Representative")ofthe Applicants
in connection with these proceedings and with carrying out the terms of this Preliminary
Interim Order for, among other things, the purpose of having these proceedings recognized
or approved in any otherjurisdiction whether in or outside of Canada, as necessary.

15.

The Foreign Representative is hereby authorized to apply for foreign recognition and
approval of these proceedings, as necessary, in any jurisdiction outside of Canada,
including in the United States pursuant to chapter 15 of title I t of the United States Code,
1 1 U.S.C. §§ 101-1532.
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-7 Extra-Territorial Assistance
16.

This Preliminary Interim Order shall have full force and effect in all other Provinces and
Territories of Canada and shall be enforced in the courts of each of the Provinces and
Territories of Canada in the same manner in all respects as if this Preliminary Interim Order
had been made by the Court enforcing it.

17.

This Court requests the aid and recognition of any court or any judicial, regulatory or
administrative body in any province in Canada and any judicial, regulatory or
administrative tribunal or body or other court constituted pursuant to the Parliament of
Canada, the legislature of any province and any court or any judicial, regulatory or
administrative body of the United States, any state thereof or any other country in the aid
of and to assist this Court in carrying out the terms of this Preliminary Interim Order. All
courts, tribunals, regulatory and administrative bodies are hereby respectfully requested to
make such orders and to provide such assistance to the Applicants as may be necessary or
desirable to give effect to this Preliminary Interim Order or to assist the Calfrac Entities
and their respective agents in carrying out the terms of this Preliminary Interim Order.

Justice • the
Be nc 'fAlberta
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Schedule A
Defined Terms
"ABCA" means the Business Corporations Ac!,R.S.A.2000, c. B-9, as amended;
"Agent" means HSBC, in its capacity as Lead Arranger, Sole Bookrunner and Administration
Agent under the Credit Agreement;
"Common Shareholders" means the holders of common shares of Calfrac, in such capacity;
"Credit Agreement" means the Amended and Restated Credit Agreement dated April 30,
2019 between Calfrac, as borrower, HSBC Bank Canada ("HSBC") and each of the other
financial institutions party thereto, as lenders, and HSBC, as Agent (as amended, restated or
supplemented from time to time);
"Recapitalization Transaction" means the proposed recapitalization transaction to be
carried out by the Calfrac Entities, as described in paragraph 24 of the Mathison Affidavit;
"Second Lien Note Indenture" the indenture dated February 14, 2020 among Calfrac
Holdings LP, as issuer of the Second Lien Notes, Calfrac and Calfrac Well Services Corp.,
as initial guarantors, and Wilmington Trust, National Association, as trustee;
"Second Lien Note Trustee" means Wilmington Trust, National Association, in its capacity
as trustee and collateral agent pursuant to the Second Lien Note Indenture;
"Second Lien Noteholders" means a holder or holders of the Second Lien Notes, in their
capacity as such;
"Second Lien Notes" means the 10.875% second lien secured notes of Calfrac Holdings LP
in the maximum aggreuste amount of USDS120,000,100 due 2026 and issued and outstanding
pursuant to the Second Lien Note Indenture;
"Senior Unsecured Note Indenture" means the indenture dated May 30, 2018 among Calfrac
Holdings LP, as issuer of the Senior Unsecured Notes, Calfrac and Calfrac Well Services Corp.,
W5LEGA1.1044609100111\25062550v5

-9as initial guarantors, and Wells Fargo Bank, National Association, as the Senior Unsecured Note
Trustee;
"Senior Unsecured Note Trustee" means Wells Fargo Bank, National Association, in its capacity
as trustee under the Senior Unsecured Note Indenture;
"Senior Unsecured Noteholders" means a holder or holders of the Senior Unsecured Notes;
and
"Senior Unsecured Notes" means the 8.50% senior unsecured notes of Calfrac Holdings LP
in the maximum aggregate amount of USD$650,000,000 due 2026 and issued and outstanding
pursuant to the Senior Unsecured Note Indenture.
[The Remainder of the Page is Intentionally Blank]
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This is Exhibit "3" referred to in
Affidavit No. 2 of RONALD P.
MATHISON sworn before me this
30th day of July, 20j20.
A Commissioner for Oaths in and for
the Province of Alberta
CHRIS SIMARD
Barrister and Solicitor
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AND IN THE MATTER OF A PROPOSED ARRANGEMENT OF 12178711 CANADA
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Proceedings taken in the Court of Queen's Bench of Alberta, Courthouse, Calgary, Alberta
July 13, 2020

Afternoon Session

The Honourable
Mr. Justice Nixon

Court of Queen's Bench
of Alberta

C.D. Simard (remote appearance)

J.G. Kruger, QC(remote appearance)
R.J. Chadwick(remote appearance)
B. Wiffen(remote appearance)
L. Jackson(remote appearance)
A. Williams

For 12178711 Canada Inc., Calfrac Well
Services Ltd., Calfrac (Canada) Inc., Calfrac
Well Services Corp., and Calfrac Holdings LP,
by its General Partner Calfrac(Canada)Inc.
For 12178711 Canada Inc., Calfrac Well
Services Ltd., Calfrac (Canada) Inc., Calfrac
Well Services Corp., and Calfrac Holdings LP,
by its General Partner Calfrac(Canada)Inc.
For HSBC
For Ad Hoc Committee
For Ad Hoc Committee
For Wilks Brothers
Court Clerk

THE COURT:

Can you hear me okay?

THE COURT CLERK:

Yes, My Lord. I can hear you.

THE COURT:

Thank you.

K.J. Zych (remote appearance)

THE COURT CLERK;
Sir, I can advise that we are recording. Our
microphones are live, and the parties who intend to speak have checked in with me.
THE COURT:

Okay. I will turn it over to counsel.

MR. SIMARD:
you hear me?

Good afternoon, My Lord. It's Mr. Simard. Can

THE COURT:

I can. Thank you, sir.

Submissions by Mr. Simard
MR. SIMARD:

Thank you. So as you know, it's our application.
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I will just do some brief introductions from the parties that have announced and I see on
the call. I am here with my partner Mr. Zych, of course, on behalf of the applicants.
Mr. Kruger from the Borden Ladner Gervais firm is here. He acts for HSBC, the agent,
and under the first lien credit agreement. Mr. Chadwick and Mr. Wiffen are here from the
Goodmans firm. They act for the ad hoc committee of unsecured note holders.
Ms. Jackson is on from the Cassels film in Toronto. She acts for Wilks Brothers, who, as
you know from our materials, are a large holder of second lien notes and a large
shareholder. And there are various representatives of the applicant companies on the
phone as well, My Lord, and other observers and listeners, including US counsel.
THE COURT:

Thank you.

MR. SIMARD:
The materials that you should have and the
parties have are our originating application. I'll just tell everyone.
I can advise you, madam clerk, we have just got confirmation that the materials have
been filed. The action number is 2001-08434.
So the originating application, Sir, or the form of order being sought today was also sent
around; the affidavit of Ron Mathison, which was sworn this morning; as well as our
bench brief. Those are the materials sent to your offices and also to the parties.
THE COURT:
this morning.

I acknowledge that we did receive those late

MR. SIMARD:

Thank you. I will speak to service next, Sir.

As you know and as you would have seen from the materials and the discussion in the
cases, these applications are usually brought ex parte. There is no express requirement in
the CBCA to notify parties other than the CBCA director himself, and, of course, that
makes sense in cases such as this where you are dealing with classes of stakeholders and
security holders. They are often widely held, and there's no practical way to give notice to
all the parties in a timely way before the application. So this is effectively an ex parte
application.
Of course, we have not provided 5 days' service, as required under the rules, to the parties
who are appearing today. What we've done, however, is try to provide notice to counsel
for -- for all the parties in interest of whom we are aware, even those like the first lien
lenders and the second lien note holders, who will not be affected by the arrangement.
So to that end, when the materials were ready this morning, we served -- we served the
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materials I just described by e-mail to -- to those counsel at 11 -- just after 11:00
Mountain this morning. So the parties that you've heard announced and who have
answered the roll call and then also a couple of other large holders who we didn't expect
to appear or may not be making submissions today.
This is truly a case of real-time litigation, Sir. Negotiations with stakeholders have been
going on in real-time throughout the weekend and even continue to this moment. After
Mr. Mathison swore his affidavit, we served these materials this morning, and, of course,
in this case, we are seeking a stay. So while we do our best to give parties meaningful
notice, we're constrained. For example, the order we're seeking today, if granted, will
give a stay effective to 12:01 AM -- from 12:01 AM this morning, which is the typical
form of order. But had we given notice to creditors before today, they, of course, could
have instituted proceedings or taken steps prior to today that could have defeated the
entire purpose ofthe stay and upset the status quo that we're trying to preserve.
So given all those constraints, we -- we did our best to give parties notice of the
application today, but we acknowledge that service is short, and so this is effectively an
ex parte application.
The materials are lengthy, Sir. I'll just go very briefly to put some -- through -- through
some ofthe facts to put them in the record. The Calfrac Group, of course, has grown from
very modest beginnings in Alberta, founded in 1999, to the point where it is now, a
significant large international player in the oilfield services industry. It's grown
substantially from a single coil tubing unit in 1999 to where it is today, as disclosed in the
affidavit. Book value of its assets as at yearend 2019 was in excess of$1.35 billion.
While it has grown, of course, it has grown through recently at least 6 or more years of
very challenging times for the energy industry, especially in Western Canada, and it has
been forced to be responsive to the dynamic and changing environment in that industry.
Those challenges are well known to this Court, which has presided, unfortunately, over
the last few years over many energy cases and restructurings, especially since 2014. We
know that commodity prices for energy products have been in decline since 2014,
reaching nowhere near the heights from mid-2014. We have transportation and egress
challenges, obviously, in Western Canada for our energy products. And so, for Calfrac to
thrive and success and grow, it needs oil and gas producers to be thriving as well.
What drives Calfrac's business is producers actively drilling wells and carrying out all the
associated activity. The net result of those challenges in -- especially in Western Canada
since 2014 is that oil and gas producers' capital budgets have been constrained, often very
severely constrained, which has led to increased competition and reduced revenue for
oilfield services providers. And, of course, at the same time, or roughly corresponding to
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the same time, to the south of the border, the shale revolution in the U.S. has vastly
increased oil end production in that country, making it the largest market in the world for
fracturing and associated services.
So as a result, as we've laid out in the affidavit, Calfrac has had to adapt to continue to
thrive. It's redeployed capital and equipment internationally, particularly to the United
States, and we've -- we've laid out, in some detail, that evolution in Mr. Mathison's
affidavit, and we've provided also a current snapshot of the company's international scope
and the current relative size of its business in the different jurisdictions in which it
operates its different geographical markets.
Throughout that time, of course, though, Calfrac has continued to be centred in Calgary,
and that, again, is described in quite a bit of detail in the affidavit. The centre of main
interest is firmly in Calgary for all the entities in this group, and it remains a Calgary- and
Alberta-based business for all the detailed reasons we set out in the affidavit.
What has brought us to court today -- more recently, of course, are even more extreme
challenges, widely known publicly and -- and widely known to be relatively
unprecedented -- and that is the -- the duel impact of the COVID-19 pandemic, which has
affected energy demand worldwide, and the OPEC -- OPEC price war in March and
April that severely affected oil prices. The net -- net effect of those two things has been a
further very material retraction of drilling activity by oil and gas producers for truly
everywhere in the world, and there is, of course, a great deal of certainty about the timing
and size ofthe future capital spending programs of -- of oil and gas producers.
So the net result is the Calfrac is here before you today, Sir. It has come to the decision
that it must fix its capital structure now to -- to ensure that it can continue to operate
sustainably in the future for the benefit of all its stakeholders, and I'll just briefly describe
what the capital structure is.
The first lien -- there's a first lien credit facility. Mr. Krueger's client is the agent and one
of the lenders. The amount available on that facility is about $234 million Canadian.
That's -- that's the availability under the facility, currently drawn to the tune of about
$173 million Canadian. Calfrac Oil Services Ltd., the parent corporation, is the borrower,
and CWSC, as we've defined it, and CHLP are the guarantors. The first lien lenders have
a first-ranking security interest in all ofthe assets ofthe -- ofthe entities, reinforced by an
intercreditor agreement.
There is a second lien note indenture. The principal amount of that indenture is $120
million US. It was issued by CHLP,the Delaware limited partnership through its general
partner, CCI. Those obligations are also guaranteed by Calfrac Well Services, the parent
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corporation, and CWSC.
So those secured creditors, first lien and second lien, will not be affected or impaired by
this arrangement.
There are unsecured notes who, as a class, will be -- will be compromised by this
arrangement. Those unsecured notes are outstanding in an approximate amount of US
$432 million. Again, the issuer under the indenture is the Delaware limited partnership,
CHLP,through its general partner. And, again, Calfrac Well Services Ltd. and CWSC are
the guarantors.
Under that -- under that indenture, there are semi-annual interest payments of about US
$18 million, so $36 million US per year, approximately 50 million Canadian, and the
next -- the last interest payment was due June 15th. The grace period, of course, expires
on Wednesday, July 15th, for that approximately $25 million Canadian payment.
And then the other class of security holders who will be affected by this arrangement are
the common shareholders of Calfrac, which is listed on the TSX.
We have -- Sir, this is a preliminary interim application, so we are not yet before the
Court seeking our interim order, which, of course, will involve -- will request the
authority to -- to call meetings, to do things like mail the info circular for those meetings,
et cetera. We're here at a more preliminary basis, and that's -- that's a product of two
things; where we are in the current state of developing the arrangement and also requiring
the stay in advance of Wednesday.
So what we have done in the affidavit is lay out, in broad strokes, what the arrangement
will look like, but, of course, it's subject to the fmalization of definitive agreements,
support agreements, those types of things. But we know with some certainty that it will
involve a recapitalization, which will be comprised of the direct or indirect exchange of
the unsecured notes I just described for new common shares of Calfrac. So that's the US
$432 million outstanding of unsecured notes.
At the same time and concurrently, although outside of the arrangement, there will be a
new debt financing. So the effect -- the net effect of the arrangement, the recapitalization,
will be to reduce Calfrac's debt by about US $432 million, which will reduce its annual
cash interest payments by approximately Canadian $50 million, give or take. The
unsecured notes will be equitized, and then the new financing that will occur at the same
time is designed to provide additional liquidity to ensure that Calfrac can sustainably
meet its obligations as they fall due going forward.

6
1
With respect to support for where we stand today, you'll hear from some of the parties,
2
Sir. As I said, negotiations continue in real-time. But there is broad support for the -- the
3
general path the companies are on, and that is to restructure the balance sheet, but, at the
4
same time, not interrupting operations, not interrupting or compromising in any way
5
employees, trade relationships, and as I said earlier, not impairing the secured creditors.
6
So we -- the path now is to continue down these -- continue with these negotiations
7
towards defmitive agreements and support agreements and then be back to the court as
8
soon as possible for an interim order application.
9
10
I'll just pause there, Sir. I'm going to ask if you have any questions. That was all I was
11
going to take you through on the background facts, and I would next propose to deal with
12
the applicable legal test in this application. But I'll pause.
13
14 THE COURT:
Yeah. At this juncture -- I do have a few I'll
15
touch on later, but I have reviewed the materials, and you've touched on much of what
16
I've reviewed. So continue on, sir.
17
18 MR. SIMARD:
Thank you. And I'll give -- I'll give reference as
19
I go through. I obviously won't read my bench brief. The parties and Your Lordship has
20
that.
21
22
But the legal test today, which we've set out roughly at paragraph 58 on page 12 of our
23
brief -- we're not here -- this is not the final order application, so this is not a hearing at
24
which the Court and the stakeholders will -- will consider the substance of the
25
arrangement and the Court, among other things, will be asked to decide if -- if the
26
arrangement is fair and reasonable. We're at a much earlier stage, a much more
27
procedural stage, and, as I said earlier, effectively an ex parte stage.
28
29
So the case law establishes that the Court's analysis at this stage is to be limited to a
30
consideration of two things. Whether we are in compliance with the statutory
31
requirements under the CBCA and whether the applicants are acting in good faith, and
32
we've given you recent recitations of that test in the Mobilicity case at tab 2 and the
33
Concordia case at tab 3. So I'll just run through each of those criteria, and, in the course
34
of doing that, will submit that on the evidence those criteria are all satisfied on the
35
materials before you.
36
37
First of all, the statutory requirements, there are four prongs to that test. First, does the
38
proposed arrangement meet the definition of an arrangement under the CBCA. Second,
39
the applicant must be not insolvent to make the application. Third, it is not practicable to
40
effect a fundamental change of the nature of the arrangement via any other provision of
41
the CBCA. And fourth, the directors have given notice to the CBCA director.
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So turning first to the arrangement point, issue 1. We deal with this starting on page 13 at
around paragraph 62 of our bench brief The list, of course, under Section 192 of the Act,
as to what compromises an arrangement is not exhaustive. It is a list of things that are
included in arrangements but is not designed to be exclusory in any way. And as the
Supreme Court of Canada has stated in the BCE case, which is tab 8, and our own Court
of Appeal has stated in Savage v. Amoco, which is tab 7, the courts are to construe
Section 192 broadly and flexibly. This is also acknowledged in the director's policy
statement on arrangements, which is tab 6 of our materials.
What we know about this arrangement is that will -- it will involve the direct or indirect
exchange of all the unsecured notes for new common shares of Calfrac. It will involve the
amalgamation of the numbered company, which is the -- we've defined as Calfrac
Arrangco, a new CBCA company. It will amalgamate with one or more of the other
applicants, and there will obviously be many other transaction steps as well, although that
has not yet been fully mapped out.
Amalgamation itself is specifically listed as one of the types of transactions that does
constitute an arrangement under Section 192, and we've also put into our brief and
commented on the fact that a number of courts have confirmed that the compromise of
debt securities are also transactions that meet the definition of arrangement. Examples are
the Essar case at tab 5. Again, that's specifically dealt with in the director's policy
statement at tab 6, and the Mobilicity and Concordia cases as well.
So we submit that given the arrangement will involve an amalgamation and the
compromise of debt securities, the first factor is satisfied. This is an arrangement within
the meaning ofthe Act.
The second factor, insolvency, we've addressed starting on page -- page 16, rather, of our
bench brief at paragraph 74. The -- the test can be met in a couple of different ways. One
is at least one applicant is solvent at this time; or secondly, if the applicant group or
certain applicants are not solvent now but will be after the implementation of the
arrangement, that is another way to satisfy the test.
So Calfrac Arrangco is a new company. It's a CBCA corporation. It has no liabilities. So
it is solvent under the -- under the test set out in the CBCA. The solvency criterion has
been satisfied by reference to a new CBCA co (sic) with no liabilities in a number of
other cases. One is the Concordia case, Justice Morawetz's decision at tab 3. That was a - a new CBCA registered company that had no liabilities; similarly, in the Abitibi case at
tab 13. So we say that the -- that criterion is satisfied on that basis.
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And -- and we also anticipate that the second method by which this -- this factor can be
satisfied is also present in this case. As I've described for you, this arrangement will
involve the reduction of the Calfrac's group total debt by over $400 million US and its
annual cash interest payments over -- or about $50 million Canadian, and the new
financing will provide liquidity. So we would submit that although the details aren't
worked out yet, when we come to the final order application, we will have evidence
showing that the applicants are solvent. But for purposes of today, simply the existence
of -- ofthe numbered company as an applicant does satisfy that solvency test.
The third factor is impracticability, and we address that beginning on page 17 of our
brief. I will read briefly from our brief. It's a low standard. The courts have stated that.
I'm looking at footnote 70 at the bottom of 17 -- page 17. The CBCA director's policy
specifically addresses this factor and notes that the test would be satisfied by
demonstrating that it would be inconvenient or less advantageous to the corporation to
proceed under other provisions of the Act. Other courts have used the formulation that it
would be more difficult to proceed under a section other than Section 192.
Justice Morawetz, again in the Concordia case, recently found -- at the same stage as this
case, a preliminary interim order before there was any detailed plan of arrangement, he
found that the -- the -- this prong was satisfied. The evidence there was similar to the
evidence before the Court today, such that the applicants would be exchanging existing
debt securities for a combination of new debt and/or new equity securities with the
dilution of existing shareholders. So similar stage of development and evidence about the
plan as we have today.
And similarly, again, Justice Morawetz, in Essar Algoma, stated this. It's in tab 5 at
paragraph 41. He said:(as read)
There is simply no other convenient method under the CBCA for
the Applicants to coordinate and execute the wholesale, instant
and irrevocable exchange of all the Unsecured Notes for cash and
new securities.
So it's really the -- it's the logistical coordination and the numerous steps that will be
involved in this arrangement that -- and in any, really, debt-for-equity exchange
transaction like this that will -- that satisfy the -- the impracticability standard in my
submission.
Just looking forward, there will need to be two meetings of the affected security holders.
A number of corporate steps will need to be carried out. New shares will need to be
issued. Changes will have to be implemented. All of those things will have to -- have to
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1
happen in concert and concurrently and also timed in coordination with the external
2
financing, which, while happening outside of the arrangement, will be a condition
3
precedent of the arrangement, we expect. So that's the kind of complicated transaction
4
that is impracticable to carry out under any other provision ofthe Act.
5
6
And then, the final -- the final statutory requirement in my submission is obviously
7
satisfied. We -- we did give notice to the CBCA director, and we have letter from their
8
offices, I believe dated last Friday, indicating that they would not appear today as there is
9
not yet an arrangement before the Court, but they would look forward to receiving the
10
arrangement at the interim order application stage.
11
12
So I would submit, Sir, that the -- the statutory requirements are met on the evidence
13
before you today.
14
15
And then, very briefly, the second -- the second requirement at this stage is that the
16
applicants are proceeding in good faith. The case law fleshes out that -- that requirement
17
by saying that if the arrangement is being pursued for a valid business purpose, it is
18
satisfied. That's clearly -- clearly the case here on my submission as I've described
19
the -- the balance sheet debt reduction and the interest cost reduction that will be
20
attendant upon the -- the executive of this arrangement. That is clearly a valid business
21
purpose that will -- that will assist the business.
22
23
Sir, that -- that's all I had to say on the test and the evidence, and the evidence is
24
satisfaction ofthat test. I, of course, will take you through the order we are seeking. I'm in
25
your hands as to whether you would like me to do that now or whether you'd like to hear
26
from other parties first.
27
28 THE COURT:
I'd prefer to hear from other parties first. In no
29
particular order, maybe Mr. Kruger and Mr. Chadwick, in that sequence, can start, and
30
then Ms. Jackson.
31
32
Mr. Kruger.
33
34 MR.KRUGER:
Thank you, My Lord. I had to present to the
35
secured lenders in first position. They are not affected by the relief claim, and they take
36
no position.
37
38 THE COURT:
Thank you, sir.
39
40
Mr. Chadwick.
41

10
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

Submissions by Mr. Chadwick
MR. CHADWICK:
Good afternoon, My Lord. We act for the ad
hoc committee. Our committee has been working with the company in a constructive
manner, as Mr. Simard has set out. We hold a significant amount ofthe second lien notes,
and we hold a significant amount of the unsecured notes. We support the application by
the company. We believe it is the right thing for the company to protect the status quo.
This is obviously a significant company and player in the industry.
It is very important to our clients that we get to a restructuring, and we have been
working in a very constructive manner with the company for that end result. That work
will continue following this hearing. The preliminary intra mortar provides that status
quo. It protects everyone's rights, allows the other matters to proceed, which are very,
very important to the company and to the stakeholders. And so, we do support the
submissions of Mr. Simard both from a factual perspective and from a legal perspective.
We've been involved in many of these CBCA applications on behalf of the company or
stakeholders, and we do support and echo Mr. Simard's comments in his bench brief and
his -- and his oral submissions.
This is an appropriate situation to grant the relief. It is very similar to the Concordia case,
which we were involved in and brought on on behalf of Concordia. It -- it does have that
similar feature of providing a stay, allowing the parties to get to a transaction, then
bringing it to a vote and before the court for a fairness hearing. And so, that is protecting
everyone's interest. Whether -- whether you support the company or don't support the
company or you have different vision for the company, all of those things will be allowed
to be played out, and those issues will be back before the stakeholders and back before
the court.
So from our perspective, we would support the relief that's being asked on behalf of the
applicants.
THE COURT:

Thank you.

Ms. Jackson.
Submissions by Ms. Jackson
MS. JACKSON:
Good afternoon, My Lord. I represent the Wilks
Brothers, which holds more than 50 percent of the second lien notes. I heard my friend's
comments about this being an ex parte application, but providing us with notice.
Unfortunately, we only received the notice approximately an hour before the hearing. The
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1
time stamp on my e-mail was 1:58 MT, and I really have not had any opportunity to
2
review the materials other than extremely briefly.
3
4
But I do note that the proposed stay of proceedings purports to capture the second lien
5
note holders and is prejudicial to our clients in that manner. We expect that we may
6
receive instructions or that we will receive instructions to challenge and opposed the stay
7
of proceedings, and that we will be seeking to schedule a comeback hearing to the effect.
8
9
But, again, we haven't had a chance to review the affidavit in detail or, certainly, to get
10
instructions on it. We are quite shocked to be receiving it so shortly before the hearing,
11
particularly where it appears that there is a good amount of discussion about our client in
12
the affidavit materials. So I just wanted to put that marker here in terms of our intention
13
to schedule a comeback hearing.
14
15
Thank you.
16
17 THE COURT:
Thank you. Thank you.
18
19
Any other parties that would like to speak or who would like to speak? Hearing none, I'll
20
return to Mr. Simard for the opportunity to review the order as it currently stands.
21
22 Submissions by Mr. Simard
23
24 MR.SIMARD:
Thank you, My Lord. And, yes, I -- with respect
25
to Ms. Jackson's comments,I -- I sent the e-mail myself. It was sent, I think, between 11,
26
11:15, 11:30 Mountain this morning. It was a large e-mail. It was 31 megabytes, but other
27
than one other party, it didn't bounce back, so as far as I know, it went.
28
29
And -- and, yes, it is an ex parte application. We acknowledge that a big part of -- an
30
important part of the order for the benefit of -- of people like Ms. Jackson's clients and
31
others who have short notices that there is a comeback right, of course, at which stage
32
parties can take issue with -- with the order.
33
34
So turning to the order itself, I'll just -- I'll just go through the notable clauses. Paragraph
35
3 just clarifies who the parties are, the named parties in the style of cause, that they are
36
entities subject to these proceedings, and authorizes them to move forward and take all
37
steps necessary and desirable to put the arrangement into effect.
38
39
We've put the -- the various authorities in front of you, Sir, in our bench brief regarding
40
the fact that, while you need one applicant who is a CBCA company, the courts routinely
41
approve arrangements involving non-CBCA corporations, foreign corporations, and
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limited partnerships, and so, on that basis, we seek that paragraph of the order.
With respect to the record date in paragraphs 4 through 6, in summary, if the meeting
occurs -- or the two meetings, we anticipate, within 60 days of the date of this order, the
record date will be set at 5 PM Mountain today, and we've also asked that the notice
requirements under the -- under the ABCA and the CBCA be waived; that is, newspaper
publication notice requirements.
So the effect of this order is that the holders who would be given notice of the meetings
and who can vote at the meetings will be fixed at 5 PM today. The rationale for this part
of the order, this terms -- these paragraphs of the order is that directors under the ABCA
and CBCA have the right to -- the absolute right to fix record dates. They then have to
publish those record dates in a newspaper.
Given where we are here, the applicants being in discussions -- advance discussions with
a critical mass of holders of the -- of the two affected security holder classes, we expect,
as I said, to reach definitive agreements in the near term and thereafter will be moving as
quickly as possible to prepare the info circular and apply for the interim order and set
meeting dates. So we certainly think these things will happen well within the 60 days.
The other thing, of course, that our clients will be doing is contacting other holders
explaining the arrangement to them and seeking their support to grow the -- the group
supporting the arrangement. To do that effectively, that's why the company wants
the -- companies want the record date today, so that we know who the fixed universe of
holders is and there are no more changes in that universe as we're going out and speaking
to parties to seek support.
The waiving of the newspaper notice, I would submit, is really just a practical measure to
deal with the fact that we're in the 21st century. This -- this is a provision that has been in
the CBCA for a long time, before -- before we transacted business by e-mail regularly and
probably before we did so by fax and the internet. What will happen, if the order is
granted by Your Lordship, is that the company will issue a press release. It will post court
materials on its website, and so by the time the markets open tomorrow, this will be
known, the fact of -- of the filing and the order will be known. And so, on that basis, we
want parties to be able to look at the order and know definitively what the record date is,
and we want that to happen before the markets open tomorrow. So a newspaper notice in
that context we don't think is necessary.
There was -- I can tell you,just 5 days ago in the Just Energy case, Justice McEwen of
the Ontario -- Ontario Superior Court of Justice granted this -- this same provision in a
preliminary interim order. So there, like in our situation, there were no meeting dates set,
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but Justice McEwen did -- did grant the declaration of a record date.
The stay is set out in paragraph 7 of the order. There's no question that you have authority
under Section 192 to grant that stay. Justice Forsyth of our own court acknowledged that
authority as far back in 1994 in the Trizec case, and we've put before you numerous
examples of courts granting stays just like this in applications just like this, preliminary
interim order applications. Justice Morawetz did it in Concordia and Essar Algoma cases.
Justice Macleod of this court did it in Tervita. Justice Hawco issued the same or a similar
order in Lightstream in our court.
It's a -- in contrast to CCAA-type proceedings, it's a very limited and focused stay. It
doesn't stay all actions by everyone. It only stays parties from pursuing remedies such as
termination, acceleration, demand, et cetera, based on a -- quite a limited set of triggers,
and those triggers are the making of this application and the commencement of these
proceedings and prosecution of them, or the commencement and prosecution of
recognition proceedings in foreign courts, which are ancillary to this -- this proceeding.
The non-payment of amounts due under the unsecured note indenture, that's obviously
dealing with the -- the payment that would be due by the end of the grace period on -- on
Wednesday, July 15th, and any -- and then any defaults or cross-defaults under the note
indenture. So Ms. Jackson's right. There's specific -- the stay is specifically crafted to stay
people like the second lien holders, like her clients, from exercising remedies based on
cross-defaults.
So the stay is specifically tailored to maintain the status quo temporarily subject to further
order of the Court, subject to parties to have the right on a comeback, to allow the
applicants to advance the -- the arrangement, and -- and the looming and obvious urgent
event is -- is the end of the grace period on Wednesday, July 15th. We know where we're
going in this application -- or in these proceedings. We're dealing with a critical mass
of -- of that unsecured note holder group. And so, if the parties, including the second
liens, were not stayed from accelerating, demanding, or exercising other remedies and
that interest payment is not made, that would, of course, allow for potential manoeuvring
for position, which would, of course, disrupt the arrangement and -- and make it much
more difficult. And so, we think, in these circumstances and based on the same rationale
as other courts have granted similar orders, that it is very important to maintain the status
quo to give the parties the time to finalize negotiations and -- and then bring this
arrangement back before all the stakeholders and the Court for their consideration.
The -- the tolling provision in paragraph 8 of the order, this is conceptually just an
extension of the stay in my submission. Of course, the -- the immediate impact, again,
comes to July 15th. The -- the impact of this clause would be that dates like July 15th
deadlines, grace period, end dates, any other limitation period would toll for the same
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period of time as the stay. And so, conceptually, we would not hit the end of that grace
period, and if the -- if the payment was not made to the unsecured notes, no cross-defaults
would be triggered, et cetera.
As I say, it's -- it's a natural extension of the stay. We see that natural extension of the
stay all the time in -- in CCAA interim orders, and what -- in my submission there's a gap
when -- when the court orders a stay but then doesn't follow it up with a practical
paragraph, there's a potential gap. And that is actions are stayed, remedies are stayed, but
practically if you're a party who is facing a limitation period or a grace period, you have a
practical issue, and that is should you -- do you have to lift the stay to try to do
something. You know, if you do it without lifting the stay, is your step void
(INDISCERNIBLE) et cetera. The company doesn't want anyone to take any steps
because that just potentially alters rights.
And so, the way CCAA orders have dealt with this practical extension ofthe stay is in two
says, I would submit. As we see in the cases we've put in our brief -- and that's the Max
Steel case of Justice Farley at tab 21; Justice Levechio in Point North, tab 22; Justice
Romaine in Temple City, tab 23 -- you can toll all those periods in the same manner we're
proposing to do in this order so that the time period simply doesn't run during the
pendency of the stay, subject to the stay being set aside or the proceedings terminated -terminating, at which point those periods would stop tolling and would start running
again. That's one model.
The other model is the one that's currently in the Alberta template, CCAA initial order,
which is you don't toll periods, but you carve out, from the stay, parties' rights to make
filings to deal with things like lien preservation deadlines and -- and limitation periods for
statements of claim.
In this circumstance, we submit that the tolling mechanism makes more sense. Unlike a
CCAA, this is a -- intended to be a time-limited process. We hope to be out -- in and out
within a few months. We are looking at a very small universe of stakeholders whom we
are compromising so that we expect to be back in court within a couple of months saying
to the court that all the other parties and all the other stakeholders have not been
compromised or affected.
So in these circumstances, Sir, we say that it does make sense to toll, rather than to carve
out of the stay or do something like that or leave that gap, because that will mean that
parties will not have to take steps, that will mean that potential -- the potential change of
rights as between the applicants and parties or between parties and parties will not take
place, and that seems to be, with respect, the most sensible and appropriate approach to
make sure that we truly preserve the status quo during this period. So that was the tolling
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period on -- in paragraph 8.
We've asked for, as well, the appointment of a foreign representative being a senior
officer of the company. It is the applicant's intention to commence a Charter 15 filing if
this order is granted today. We view it as being very necessary that a stay be in existence
on both sides of the border. So if this order is granted, the plan is to commence Chapter
15 cases today, and there is actually a hearing prescheduled tomorrow in the US
bankruptcy court in Houston tomorrow morning where the court would seek -- where the
applicants, through the foreign representative, will seek a provisional stay in the US
pending a full recognition hearing of your order, should you grant it today.
So that -- I think those are my submissions on the form of order, Sir, unless you had any
questions.
Discussion
THE COURT:

I didn't on the order itself per se.

Does anyone else want to speak before I deal with a few matters?
MS. JACKSON:
Your Honour -- or sorry, My Lord, I do have an
additional submission to make, but I can wait until after your -- you've gone through your
matters. It's whatever you would prefer.
THE COURT:

I'd prefer you -- you made it now. Excuse me.

MS. JACKSON:

Thank you, My Lord.

THE COURT:

Ms. Jackson. Thank you.

MS. JACKSON:
Thank you, My Lord. We -- I just want to again
flag that we would like to schedule a comeback hearing and wonder whether that can be
scheduled during today's proceeding, or if that should be done separately.
THE COURT:
That should be. I'm going to speak to the Wilk
Group (sic) specifically just as part of my commentary.
In terms of scheduling, in normal times, I would probably entertain that. In these times,
our court resources are very tight, so I have to coordinate with other parties within the
administration side of things, the operational side. So I certainly take your point. We'll
have to deal with that in due course.
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MS. JACKSON:
Thank you, My Lord. And I also just wanted to
say in response to Mr. Simard, I e-mailed with my colleague -- or texted with my
colleague, Mr. Holowachuk, during this. The -- the e-mail did arrive into his e-mail
box -- he's in Calgary -- earlier than in mine, so it must have been blocked by the size. It
was still extremely short notice, but I just wanted to correct the record to that extent to
say that my firm did receive it a little bit earlier than I had represented, and I -- I just
wanted to correct that.
THE COURT:

Thank you, Ms. Jackson.

MS. JACKSON:

Thank you.

THE COURT:

Your comment's appreciated.

Any other comments?
And before I turn to my comments specifically, I just want to ask madam clerk.
Ms. Jackson has asked about a comeback hearing. Is that appropriate for us to direct
Ms. Jackson and the other parties to deal with that in the context that I've suggested,
madam clerk, or is there another procedure? And, again, I'm just checking in because of
the shortage ofresources that we have.
THE COURT CLERK:
Sir, I honestly don't know. Normally, those
would go back through the commercial coordinator. However, if it is time sensitive
enough that we should be booking a date, we'll -- we'll adapt, and we'll make sure that
there's court availability for it if we do need to pick that date today.
THE COURT:
Why don't -- if -- if you wouldn't mind, while
I'm addressing a few matters, if you could communicate with Brent Dufault and see when
a comeback hearing -- provide two or three options, and we can at least communicate that
to the parties. They may have to coordinate amongst themselves.
But I'm raising that because I had a real challenge today just organizing a couple of
hearings in the next week on different matters, and because ofthe shortage of staff -THE COURT CLERK:

Yes, Sir.

THE COURT:
rather than later.

-- I think it's better to -- to deal with it earlier
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THE COURT CLERK:
And, Sir, what amount of time would a
comeback hearing require? A full afternoon, or could we slot it into a 1:00?
THE COURT:
I'm going to venture to say that an afternoon
would be the minimum that's required, based on my past experience on comeback
hearings.
Ms. Jackson, Mr. Simard, and others, would you have any comments on that? And I don't
mean to put you on the spot. Just looking for your input.
MS. JACKSON:
My Lord, I -- I would agree with -- with
that timing estimate. Again, not yet having fully reviewed the materials or knowing
what we'd be filing, I do think it would take longer than -- than a -- a 1:00. Thank
you.
MR. SIMARD:
I -- I would agree, My Lord. It will be -- you
know, in contrast, there will obviously be materials from at least two parties, expect two
sets of briefings. So to be safe, I would think a full afternoon.
THE COURT:
So, madam clerk, if you could just inquire to
Mr. Dufault on that point, and, perhaps at the end, we can circle back and have the
benefit of any communication that you've had. He might not respond as promptly as we
would like given that it's near the end of the day, but let's just give it a try.
THE COURT CLERK:

I will, Sir. Thank you.

THE COURT:

Yeah. Thank you.

Just a few comments. I did have a number of questions that I was going to direct to
Mr. Simard in particular. Most of my issues have been addressed by his overview. I'm
just going to touch on a few because ofsome rough edges.
I reviewed the correspondence from the CBCA director in the letter dated July 10th,
Mr. Simard. You did speak to that. Just because of the way that letter was worded, I was
wondering if there was any further update on that matter. And, again, I think you, in
effect, indirectly dealt with it, but the way it was worded, I -- there is no application
before them so they couldn't address it. I just wanted to make sure there was no
developments since that correspondence that I should be aware of.
MR. SIMARD:
No, there
there's not, My Lord. The next
step with the director would be that, when we have our interim order application
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1
material prepared, we would reach out to them again, discuss that application with
2
them, and -- and then they would make a decision and notify us as to their
3
position.
4
5 THE COURT:
Thank you.
6
7
I just want to put on the record one of my key questions was based on my quick review of
8
all of the materials. I did notice and note the reference, on a number of occasions, to the
9
Wilk Brothers (sic), or the Wilk Group as I call them, and I wanted to make sure that I
10
was being apprised of any issues that should be brought to the attention ofthe Court.
11
12
I'll simply note for the record that Ms. Jackson has spoke to the matter and has raised the
13
prospect of a comeback hearing. Both comments very much appreciated by the Court,
14
Ms. Jackson.
15
16
Is there anything else that we should have on the record at this juncture,
17
Ms. Jackson?
18
19 MS. JACKSON:
Thank you, My Lord. I -- I can't really comment
20
fully on that because I -- I'm just not sure what's in the record and what's not on the
21
record. I do believe the record confirmed my statement that the Wilks Brothers hold over
22
50 percent of the -- the senior -- the second lien notes, and while it's not proposed that the
23
plan of arrangement would impact their interests, it is proposed that the stay of
24
proceedings impacts them, and -- and that would be the basis for the objection at this
25
time.
26
27 THE COURT:
Noted. Thank you. Again, it was a focal point
28
because ofthe nature oftheir interest. I'll just leave that on the record at this time.
29
30
Mr. Simard, I was going to raise some questions on the record date and the manner in
31
which it's frozen. You've already spoke to that. So, again, I'm just raising that for the
32
benefit of noting it on the record.
33
34
As a final procedural comment, I note for the record that the Court has received the bulk
35
of the final documents in this application at approximately 11:30 AM this morning. I did
36
have the benefit of a review of some preliminary documents over the weekend, but I
37
think the Court is fully informed and has certainly spent a number of hours today
38
reviewing matters, both the facts presented in the form of the evidence in the affidavit
39
and the law that applies in these circumstances. Those address at least a subset of the
40
questions I had. And, again, I'll put on the record that Mr. Simard most everything that I
41
was concerned with.
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2
I'm now going to turn to my determinationvis-d-vis this application, unless there's any
3
other business that we need to address beforehand.
4
5 MR. SIMARD:
No, Sir. I don't believe so.
6
7 Reasons for Judgment
8
9 THE COURT:
Hearing none. Thank you, Mr. Simard.
10
11
This is an oral decision concerning this application. Given that it is an oral decision, I
12
retain the right to review the transcript. I also reserve the right to put this decision in
13
writing in conjunction with detailed reasons if I so choose.
14
15
In oral decisions, it is not my practice to review legislation,jurisprudence, or the Rules of
16
Court in any detail, notwithstanding that I have considered them all.
17
18
I note for the record that the Preliminary Interim Order includes a Comeback hearing
19
clause, which is important in these type of applications.
20
21
I note for the record that Superior Courts have granted a stay of proceedings under a
22
Preliminary Interim Order in circumstances where the aim of such clauses is to maintain
23
the status quo while the proposed arrangements are considered and implemented.
24
25
I note for the record that Superior Courts have previously granted orders extending a stay
26
of proceedings to entities that have guaranteed obligations.
27
28
I note for the record that Superior Courts have accepted that non-CBCA entities
29
(including foreign entities and partnerships), particularly where those entities are
30
guarantors and consenting participants to the arrangement, can be affected by, and parties
31
to, a CBCA arrangement and, therefore, are subject to the benefits of the relief provided
32
through the Plan of Arrangement framework in that statute.
33
34
Given those precedents and considering the circumstances in this hearing concerning the
35
Calfrac entities, I find that the extension of the Stay of Proceedings and other relief
36
sought in the Preliminary Interim Order is appropriate for consideration in the
37
circumstances.
38
39
I have reviewed the Originating Application of the Calfrac entities, which underlies the
40
Preliminary Interim Order being sought pursuant to Section 192 of the Canadian
41
Business Corporations Act in connection with an arrangement involving these Calfrac
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entities.
I have reviewed the affidavit of Mr. Mathison, co-founder and executive chairman of
Calfrac, which was sworn today, July 13, 2020.
I have heard from counsel for the Applicants, counsel for the Ad Hoc Committee of
Senior Unsecured Noteholders, counsel for the Agent, and counsel for the Wilk Group.
I have reviewed the law concerning this matter and the arguments presented by counsel,
both today in their oral submissions and by way ofthe Brief, that is fairly detailed.
Based on that review and my consideration of the facts in evidence, I have made the
following determinations. First, I fmd that the statutory requirements in respect of this
application have been fulfilled. Second, I find that the arrangement was put forth in good
faith.
Based on those findings, the Preliminary Interim Order being sought by the Applicants is
granted. I will sign the document as currently drafted and provided by Mr. Simard and his
firm earlier today.
Is there any other business that we need to attend to before we adjourn?
MR. SIMARD:
Only this, My Lord. I guess two things. I know
with other judges on other of these WebEx applications, I guess I'm just asking, how can
we get that signed order? Will your assistant e-mail me a copy? Because, of course,
we -- we need to get it to our US colleagues. It'll form a part of the Chapter 15 cases
filing tonight. That was the first question I had.
THE COURT:
Yes. My response to that is I will sign it as soon
as we adjourn. My normal practice, Mr. Simard, is to e-mail it back to my assistant,
Brenna Amery, and she will send it to you forthwith.
MR. SIMARD:

Thank you very much, My Lord.

THE COURT:
And just one other aspect to that. Given the
hour of the day -- and I think she's working to 4:30 -- if there is some glitch and you don't
receive it by 4:30 today, I will ask you to contact me directly. I know you have my
e-mail, and I will then put it to your inbox directly. But my process is always to go
through my judicial assistant.
MR. SIMARD:

Thank you. Thank you very much.
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And then, the other point, following on your conversation with Ms. Jackson, she -- she, of
course, wishes to schedule a comeback application. We will be scheduling an interim
order application. Should we go through the commercial coordinator in the normal way,
or given your reading of these materials, I don't know if you are considering seizing
yourself with or if it's something we could bring back before you. Could you just direct
the parties on that, Sir?
THE COURT:
I am not adverse to being the person involved.
A couple of caveats on that, Mr. Simard. I always say that subject to the concurrence of
the parties, number 1. Number 2, I know in the next 3 weeks -- 2 weeks for sure, I am
jammed. I'm not sure what your timing is, but you can always explore it with the
commercial coordinator, Brent Dufault and/or Justice Horner, and if I can accommodate
in my schedule, I'm certainly interested.
MR. SIMARD:
Okay. I appreciate those comments. We'll -we'll take it up with the commercial coordinator. Thank you, Sir.
THE COURT:

Okay.

MR. SIMARD:

I didn't have anything further.

THE COURT:
heard back from Mr. Dufault yet.

Okay. I'm just going to ask madam clerk if she's

THE COURT CLERK:
My Lord, I have put in the chat window the
dates that Brent sent to me. I sent them directly to you as the information included the
members ofthe judiciary who were sitting on those dates. But I can also recite the dates if
you would like.
THE COURT:
appreciated.

If you could recite them, that would be

THE COURT CLERK:

Very good, Sir.

The dates I were -- was provided were -- and this is for an afternoon starting at
2 PM -- August 6th, 7th, 12, 13, 14, 17 to 21, and I can say none of those are with you,
Sir.
THE COURT:

Yeah. I note that.
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Just for the record, Justice Kent is on the 6th and 7th; Justice Horner is the 12th, 13th,
and 14th; and Justice Jones is August 17th to 21. So you can take that under advisement,
counsel.
Again, you can explore my availability, but we'll probably have to shuffle things around
at least a couple of circumstances.
MR. SIMARD:
amongst counsel and

Thank you, My Lord. We'll
and take care ofthe scheduling.

we'll confer

THE COURT:
Okay. Any other business that we need to attend
to? Hearing none,I will ask madam clerk to adjourn.
THE COURT CLERK:

Very good, Sir. Thank you.

UNIDENTIFIED SPEAKER:

Thank you.

UNIDENTIFIED SPEAKER:

Thank you.

MR.KRUGER:

Thank you, Sir.

MR. CHADWICK:

Thank you for your time.

MR.SIMARD:

Thank you, My Lord.
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1 Certificate of Record
2
3
I, Amanda Williams, certify that this a recording of the record made in Calgary, Alberta,
4
at the Court of Queen's Bench on Monday, July the 13th, 2020, and that I was the court
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official in charge ofthe sound-recording machine during the proceedings.
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Certificate of Transcript
I, Karin Proulx, certify that
(a)I transcribed the record, which was recorded by a sound-recording machine, to the
best of my skill and ability and the foregoing pages are a complete and accurate
transcript of the contents ofthe record, and
(b)the Certificate of Record for these proceedings was included orally on the record and
is transcribed in this transcript.
Royal Reporting, A Veritext Company
Order Number: AL-JO-1005-6438
Dated: July 22, 2020

This is Exhibit "4" referred to in
Affidavit No. 2 of RONALD P.
MATHISON sworn before me this
30th day of July, 2020.
A Commissionver for Oaths in and for
the Province of Alberta
CHRIS SIMARD

Barrister and Solicitor
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1

Houston, Texas; Tuesday, July 14, 2020; 11:30 a.m.

2

(Participants appearing telephonically)

3

Call to Order
THE COURT:

4
5

Jones.

6

2020.

Good morning, everyone.

The time is 11:30.

This is Judge

Today is Tuesday, July the 14th,

Next on this morning's docket are the generally

7
8

administered cases under Case Number 20-33529, Calfrac Well

9

Services Corp.
For those of you who came on later we'll just remind

10
11

everyone that I am taking appearances electronically.

If

12

you've not done this before very simple, one click link from a

13

web site.

14

time before the conclusion of the hearing and that will end up

15

on the appearance sheet that will be attached to the Minute

16

entry.

It will take you 20 seconds, you can do it at any

The first time you speak if you would simply state

17
18

your name, who you represent it will give us a good voice print

19

in the event a transcript is required.
Who is taking the lead this morning for the Debtors?

20
21

(No audible response)

22

THE COURT:

23

MR. GOLDBERG:

24
25

No takers?
Good morning, your Honor, can you hear

me?
THE COURT:

Very well, I left -- I should have said

EXCEPTIONAL REPORTING SERVICES, INC
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I very much don't like using the hand raising feature so

1

this.

2

I only do it when there's a lot of noise, so I had everybody

3

on, my apologies, I should have said that.

4

MR. GOLDBERG:

Thank you, your Honor.

It's Adam

5

Goldberg of Latham & Watkins on behalf of Ronald Mathison as

6

foreign representative for the Canadian proceedings of Calfrac

7

Well Services and I'll be taking the lead today for now.
Terrific, whenever you're ready.

8

THE COURT:

9

MR. GOLDBERG:

10

Thank you, your Honor.

Before I begin I'd like to mention that I am joined

11

today by my co-counsel, John Higgins and Eric English of Porter

12

Hedges, my partners, Caroline Reckler and Chris Harris, and my

13

colleagues, Nacif Taousse, Michael Hale, (indisc.) and Paul

14

(indisc.).

15

We are also joined today by the foreign

16

representative, Mr. Ronald Mathison, who is the Chairman of

17

Calfrac, as well as our Canadian counsel to the company, Kevin

18

Zych and Chris Simard of Bennett Jones.

19

Mr. Mathison each submitted Declarations in support of the

20

relief we are requesting today, as well as our Petitions for

21

Recognition which are Docket Numbers 4 and 5 respectively.

22

Mr. Simard and

Your Honor, thank you for the opportunity to be heard
The purposes of this

23

on such short notice this morning.

24

hearing is to seek provisional relief to provide necessary

25

protection for Calfrac Well Services pending a hearing on our
EXCEPTIONAL REPORTING SERVICES, INC
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1

Petition for Recognition and to seek an Order to schedule a

2

hearing on that Petition for Recognition.
I note that your Honor has already granted an Order

3
4

directing joint administration of the five Chapter 15 cases

5

that we filed and we thank you for doing so this morning.
If your Honor would like I would offer a brief

6
7

presentation on Calfrac, its pending Canadian proceeding that

8

we have -- what we have filed before this Court and then move

9

onto a submission of evidence in support of our request for

10

provisional relief, a presentation of that Motion, and then

11

handling the Scheduling Motion at the end.

12

THE COURT:

That makes perfect sense to me.

I do

13

want to tell you, Mr. Goldberg, I didn't know if you've had a

14

chance to see it, I was thinking about this this morning and I

15

have actually, on my own Motion, applied the complex procedures

16

to these Chapter 15 cases and I have entered an Order making

17

those procedures applicable to these jointly administered

18

cases.

19

I think it's helpful.

If you decide that it's not

20

you certainly -- it's certainly without prejudice to say no, we

21

really didn't want those procedures applied, but I think it

22

actually helps, but if I've missed something, please do reach

23

out and let me know.

24
25

MR. GOLDBERG:

Thank you, your Honor.

We appreciate

your help on that and we expect it will help in this case as
EXCEPTIONAL REPORTING SERVICES, INC
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1

well.

2

it.

I will certainly let you know if we have issues about

3

THE COURT:

4

MR. GOLDBERG:

All right, thank you.
Thank you.

So just to jump into an

5

overview of Calfrac, Calfrac is a global oil field services

6

company providing specialized services including fracturing,

7

coil tubing, cementing and other well stimulation services.

8
9

The company's equity is publicly traded on the
Toronto's docket sheet.

The company has operations in Canada,

10

the United States, Russia and Argentina and we have described

11

those operations in some detail in our verified Petition which

12

is at Docket Number 3.

13

The company has funded debt consisting of a first

14

lien credit facility of approximately 173.5 million dollars

15

outstanding with 233.8 million dollars available; second lien

16

notes in a principal amount of approximately 120 million

17

dollars; and unsecured notes in the principal amount of

18

approximately 432 million dollars.

19

Yesterday, July 13th, the five Chapter 15 debtors

20

that are before this Court sought relief before the Court of

21

the Queen's Bench of Alberta with respect to a proposed

22

arrangement under Section 192 of the Canada Business

23

Corporations Act, which is referred to as the CBCA.

24
25

The purpose of this proceeding is to effect a
deleveraging restructuring through a plan of arrangement
EXCEPTIONAL REPORTING SERVICES, INC
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supervised by the Canadian Court.
At the hearing yesterday the Canadian Court entered
an Interim Order granting, among other things, a Stay to
protect the five applicants who are the Chapter 15 Debtors from
any action under their second lien notes and the unsecured
notes based upon defaults arising from the application to the
Canadian Court under the CBCA, the Debtors being subject to
that Canadian proceeding, any steps relating to that Canadian
proceeding including seeking recognition before this Court, the
failure to pay any amounts due under the company's unsecured
notes, and any default or cross default under the second lien
notes or unsecured notes.
The Interim Order authorized an officer of the
applicant to seek recognition of the Canadian proceedings in
the United States.
The Interim Order is listed as Exhibit Number 7 on
our Exhibit list filed with the Court at Docket Number 9, and
it also appears as an exhibit to Mr. Mathison's Declaration at
Docket Number 4.
Following that hearing before the Canadian Court last
night Calfrac announced the entry into a Restructuring Support
Agreement with certain of its unsecured noteholders.

The

primary terms of that RSA are that the company's unsecured
notes of 432 million dollars will be exchanged into 86 percent
of the pro forma common equity of the company.
EXCEPTIONAL REPORTING SERVICES, INC
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1

Holders of the unsecured notes who execute the RSA by

2

July 24th will receive their pro rata share of an additional 6

3

percent of the equity in the company.

4

Existing shareholders will be diluted down to

5

approximately 8 percent of the common equity remaining after

6

the transactions.

7

The company will obtain access to committed new

8

financing of 60 million dollars through a private placement of

9

1.5 lien notes.

10
11
12
13
14

The company will be seeking any necessary amendments
from its personally and credit facility lenders.
The company's second lien notes will be unaffected
and trade debt will also ride through.
In sum, the company's debt load will be reduced by

15

roughly 570 million Canadian dollars, and the annual cash

16

interest expense will be reduced by approximately 52 million

17

Canadian dollars.

18

Last night we also filed the Chapter 15 cases for the

19

five Chapter 15 Debtors which are the five applicants in the

20

Canadian CBCA proceeding.

21

to seek an immediate provisional Stay in the United States to

22

ensure the company has the opportunity to restructure and

23

effect its RSA through the Canadian proceeding, to seek

24

recognition of the Canadian proceeding and to seek enforcement

25

of the CBCA arrangement in the United States when that

The purpose of these proceedings is
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1

arrangement has been approved by the Canadian Court.

2

Your Honor, we recognize that the provisional relief

3

we seek today in particular is on short notice and that for all

4

functional purposes the parties-in-interest did not receive

5

notice of our document until this morning.

6

to seek provisional relief as soon as possible we tried to

7

mobilize all of the resources we could to do the best we can

8

under the circumstances to provide notice to all of the parties

9

in this case.

10

Given the necessity

In order to ensure that we're noticing parties to the

11

best of our ability we retained Stretto to handle noticing in

12

this case.

13

their qualifications.

14

bankruptcy cases in this and other Districts.

15

I believe your Honor is familiar with Stretto and
They have served this purpose in

We have provided Stretto with a notice list for the

16

purposes of noticing in these cases, for the purposes of

17

today's provisional relief, and we filed the documents today in

18

accordance with Bankruptcy Rule 2002 on the United States

19

Trustee, the Debtors and their Canadian counsel, the first lien

20

agent and their counsel, the second lien notes Trustee and

21

their counsel, unsecured notes Trustee and their counsel,

22

certain of the unsecured noteholders, specifically G2S2 Capital

23

and AIMCo.

24
25

We served the Wilks Brothers and their counsel, and I
have also followed up personally this morning with an email to
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1

their counsel at Stroock and Stroock and Lavan with a link to

2

the Stretto website in this case and to all of the filed

3

documents.

4

We have sent notice to all parties listed through our

5

litigation with the Debtors to the best of our knowledge where

6

we had notice information available, and we also served the

7

SEC.

8
9

All of these were served via email with the exception
of the registered agent in one litigation case under the title

10

Voorhees versus Wildcat Minerals, LLC, et al which was served

11

via overnight mail because we could not find an email address

12

for them.

13

We have also placed in capitalized and bolded font on

14

the front of our Emergency Motion, which we have served as I

15

have just described, noticing today's hearing as well as style

16

and related appearance information.

17

We have submitted two Declarations in support of our

18

Motion for provisional relief in the Petitions, your Honor.

19

Those are the Declarations of Mr. Ronald Mathison, the foreign

20

representative and Chairman of Calfrac, and Mr. Chris Simard of

21

Bennett Jones, counsel to Calfrac in connection with the

22

Canadian proceedings.

23

I'll briefly describe under the vast circumstances of

24

these cases some of the key points in Mr. Mathison's

25

Declaration which is at Docket Number 4.
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He testifies in that Declaration that he has been the
Chairman of Calfrac for over 20 years and is familiar with its
operations and their restructuring efforts.
The five Chapter 15 Debtors before the Court are
Calfrac Well Services, Limited, Calfrac Canada, Inc., 1217877
Canada, Inc., which I'll refer to as Arangco going forward,
Calfrac Holdings, LP and Calfrac Well Services Corp.
Calfrac Well Services, Limited is a public company
parent of the company.

It's organized under the Alberta

Business Corporations Act and its headquarters is in Calgary.
Calfrac Canada, Inc. is a corporation organized under
the Alberta Business Corporations Act.
Calgary.

Its headquarters is in

It serves as the general partner of Debtor Calfrac

Holdings, LP.
Arangco is organized under the CBCA.
does not have any operations or liabilities.

This entity
It's anticipated

that this entity will be amalgamated which some or all of the
corporations in the group is part of the execution of the
arrangement when it is approved by the Canadian Court.
Calfrac Holdings LP is a Delaware limited partnership
with its general partner, as I mentioned, Calfrac Canada, Inc.
As a limited partnership all of its business is conducted
through the general partner.

It has no material operations

except to act as a financing entity related to issuance of the
company's notes.
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1

Calfrac Well Services Corp., the lead Debtor in these

2

cases, is a Delaware Corporation and houses the group's US

3

operations.

4

is in Calgary.

It has an office in Houston and its headquarters

5

The group headquarters in Calgary houses all of the

6

Debtors' key management and operational personnel who oversee

7

and implement the company's business.

8
9

The company's ability to operate effectively depends
upon the centralized leadership through the Calgary
That has allowed the company to maintain the

10

headquarters.

11

efficiency and profitability of operations, push through

12

technological innovations across the globe, execute on quality

13

control and corporate functions such as human resources and IT

14

management, and it also provides for centralized management of

15

supply chain and procurement activity for the group globally.

16

Mr. Mathison has also testified in his Declaration

17

that in the absence of a provisional stay the company could

18

face immediate and irreparable harm arising from creditor

19

action in the United States that could deprive the company from

20

having the ability to effectively restructure its debt through

21

the CBCA proceedings.

22

Your Honor, that's a brief summary of Mr. Mathison's

23

Declaration and I would ask that that Declaration be submitted

24

into evidence.

25

THE COURT:

Let me ask everyone on the phone, I have
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1

read both the Declaration with Mr. Mathison at 4, as well as

2

Mr. Simard at 5.

3

(No

audible response)

4
5
6

Any objections to my admitting them both?

THE COURT:

All right, then, for purposes of today's

hearing they are both admitted.
((Debtor's Exhibit 4 Declaration by Ronald Mathison and

7

Exhibit 5 Declaration by Chris Simard were received in

8

evidence)

9

MR. GOLDBERG:

Thank you, your Honor.

10

If your Honor would like I can briefly describe the

11

key points of Mr. Simard's Declaration as well, but it sounds

12

like you have already read it so I can jump over that.

13
14

THE COURT:

You know, it's not Judge Isgur, my memory

is still good and I remember what I read so it's all just fine.

15

MR. GOLDBERG:

16

So with the submission of those two Declarations into

17
18
19
20

Okay, thank you, your Honor.

evidence I'll move on.
I would also ask your Honor that our Exhibits, which
are at Docket Number 9 be admitted into evidence.
THE COURT:

All right.

Again, pursuant to the

21

emergency protocol any objections to admitting what I will

22

designate as Debtor Exhibits 9-1 through 9-9?

23

(No audible response)

24
25
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1
2
3

THE COURT:

All right, they're admitted.

(Debtors' Exhibit Numbers 9-1 through 9-9 were received in
evidence)

4

MR. GOLDBERG:

5

Now, in terms of argument, on our Motion for

Thank you, your Honor.

6

Provisional Relief, we are seeking a provisional Order applying

7

a Stay under Section 362 of the Bankruptcy Code within the

8

United States and granting enforcement of the Canadian Interim

9

Order within the territorial jurisdiction of the United States.

10

The Court is authorized to grant this provisional

11

relief under Section 1519 of the Bankruptcy Code and there is

12

precedent in this District for such relief in the Chapter 15

13

case of BOS Solutions which was before your Honor and also

14

concerned a Canadian proceeding.

15

Although the standard for Preliminary Injunction does

16

not apply to the availability of relief under Section 1519 in

17

our view the preliminary injunction standard is, nonetheless,

18

satisfied here.

19

First, the foreign representative is likely to

20

succeed on the merits of its Petition for Recognition.

21

CBCA proceedings are of a type that -- are a type and form of

22

proceeding that are regularly recognized by Bankruptcy Courts

23

in the United States through Chapter 15 Petitions.

24
25

The

For example, the cases of Catalyst Paper Corporation
in the District of Delaware in 2017; the cases of Mega Brands
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1

also in the District of Delaware in 2010, and the cases of

2

Kimback Industries (phonetic) which were in the SDNY in 2008.
The foreign representative has been validly appointed

3
4

b y the Canadian Court as evidenced by the Order attached to

5

Mr. Mathison's Declaration and also included in our exhibits.

6

Each of the Debtors is an applicant and a debtor in

7

the Canadian proceeding.

8

center of main interest in Calgary where the CBCA proceeding is

9

pending.

10

Each of the Debtors has its CoMI or

On that I would note, your Honor, that three of the

11

Debtors are Canadian entities, two Alberta organizations and

12

one organized under the CBCA and they are entitled to a

13

presumption of CoMI in the jurisdiction of their registered

14

office in Canada.

15

that the Debtors' nerve center for operations out of its

16

Calgary headquarters.

17

That presumption is supported by the fact

As to the two of the Debtors that are Delaware

18

entities the presumption of their CoMI in Delaware is rebutted

19

b y that same nerve center based in Calgary.

20

respect to the limited partnership entity it can only conduct

21

business through its general partner, which is a Canadian

22

company and, therefore, it should be viewed as having its base

23

of operations and nerve center in Canada.

In particular with

24

Likewise with the US corporation and US operations,

25

the lead Debtor in this case, the Calgary headquarters serves
EXCEPTIONAL REPORTING SERVICES, INC
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1

as it's Center of Main Interest where its leadership and

2

primary business functions reside.

3

Accordingly, your Honor, the Canadian proceedings

4

will likely be recognized as foreign main proceeding, and even

5

if one or more of these cases is recognized as non-main

6

proceedings the same relief will still be available pursuant to

7

Section 1521 of the Bankruptcy Code.

8
9

Second, your Honor, the Debtors will face irreparable
harm in the absence of relief.

In particular, the reasons we

10

have filed this case and sought a hearing so swiftly is to

11

obtain the protection of a Stay and to guard against the

12

potential for involuntary bankruptcy filing in the United

13

States.

14

Although we do not believe that there is a basis for

15

such a filing it would, nevertheless, become a costly

16

distraction and could jeopardize the company's ability to

17

achieve the restructuring that it has fought hard to secure for

18

the benefit of all of its stakeholders under the RSA.

19

Third, the balance of harms weighs in favor of the

20

Debtors.

21

protection of this Court and a fair shot at restructuring on

22

behalf of all of its stakeholders.

23

be suffered by the creditors of the company particularly

24

because the Canadian Order is already in place and provides

25

protection for the company globally.

The grant of relief would give the Debtors the

Little harm, if any, would

The purpose of the relief

EXCEPTIONAL REPORTING SERVICES, INC

16

would be to preserve the status quo and creditors can and will
continue to be heard in both the Canadian Court and in this
Court on an orderly basis.
Fourth, the public interest favors the relief we have
requested.

In particular the relief would further the express

purposes of Chapter 15 enumerated in Section 1501 of the
Bankruptcy Code to foster cooperation between the courts of the
United States and other countries, here, Canada.
Second, to provide greater legal certainty for trade
which would be benefitted here by allowing the Debtors an
opportunity to implement their RSA.
Third, fair and efficient administration of cross
border restructurings with the status quo preserved.
Fourth, protection of the Debtors' assets pending a
hearing on recognition and supporting the rescue of financially
troubled businesses, thereby protecting investment and
preserving employment.
Your Honor, that concludes my presentation on our
Request for Provisional Relief and I would request that the
Court enter the Order.
THE COURT:

All right, thank you.

Anyone else wish

to be heard?
MR. FLIMAN:

Yes, your Honor, if I may be heard?

This is Daniel Fliman of Stroock and Stroock and
Lavan on behalf of Wilks Brothers.
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1

THE COURT:

2

MR. FLIMAN:

3
4

Yes, sir.
And I'm joined with me on the phone by

Trey Monsour at Fox Rothschild, their local counsel.
Your Honor, as I said, we represent Wilks Brothers.

5

They are a substantial stakeholder, if not the largest

6

stakeholder in the capital structure.

7

of the two well (phonetic) notes and approximately 19 percent

8

of the company's common stock.

9

They hold the majority

We rise, your Honor, today to point out two very

10

important things that we think the Court needs to be made aware

11

of in connection with the proceeding that has been commenced in

12

Calgary and as it pertains to the relief that's been sought

13

here by the foreign representative.

14

But first, your Honor, and we plan to raise this in

15

Calgary, is that we really believe this should have been

16

commenced in a Chapter 11 before this Court and before your

17

Honor, and with all of the protections and rights that

18

correspond with the Chapter 11 proceedings.

19

We do not believe that the CBCA will ultimately be a

20

foreign main proceeding, we know that's for another day, but we

21

think it's important for your Honor to hear the following as it

22

pertains to the relief being requested.

23

While Calfrac Well Services, Ltd. is a Alberta

24

corporation, the common stock is issued on the Toronto

25

Exchange, the two L notes that we hold, which were issued just
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1

five months ago, were issued by Calfrac Holdings, LP, which is

2

a Delaware limited partnership.

3

THE COURT:

4

MR. FLIMAN:

Delaware.
The indenture is governed by New York

5

law.

6

is based in Texas.

7

company, but also by a Delaware corporation.

8

The largest holder of the note is Wilks Brothers, which
The notes are guaranteed by the parent

And, your Honor, we know that a majority of the

9

collateral is located in the United States -- throughout the

10

United States in Colorado, North Dakota, Pennsylvania, Texas

11

and Mexico.

12

company's financials you would see the vast amount of the

13

revenue is generated by the US operations.

14

As a matter of fact if you were to look at the

And we're prepared to show, in connection with

15

recognition, that the Center of Main Interest is not in Canada,

16

it's in the United States, and that this is not -- they

17

obviously need to ask to recognize the proceeding that is not a

18

foreign main proceeding.

19

The second issue, your Honor, that ties into the

20

relief requested today really pertains to the serious

21

infirmities with the relief that's being sought in Canada and

22

these are issues that we will raise with the Court up there.

23

The proceeding was brought at a CBCA, which is

24

effectively an in court consensual workout.

25

today from counsel representing that there will be nothing to

You have heard
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1
2

impact the two wells held by our client.
At the same time, your Honor, you also heard that

3

about 60 million dollars of 1.5 priority debt is going to be

4

placed on this company which means that our clients that will

5

be primed by 60 million dollars and, of course, as counsel also

6

conceded, our client's sizable equity holdings will also be

7

severely diluted.

8

and there will not be a consensual process given the massive

9

impairment that will inflicted on our clients.

10

CBCA is intended to be a consensual process,

And we know this, your Honor, because what you didn't

11

hear from counsel is that the CBCA proceeding was filed on an

12

ex parte basis with no notice to parties, and certainly not

13

adequate notice to parties.

14

The company ran into court and obtained a Stay which

15

far exceeds the Stay that is permitted for a CBCA and we are

16

seeking a hearing next week in order to undo that Stay, but

17

it's important, your Honor, to realize that unlike in a CTAA,

18

which is akin to our Chapter 11 proceeding, given that the CBCA

19

is intended to be consensual it is unprecedented for a Stay of

20

this magnitude to be issued in the CBCA.

21

your Honor, because of the following:

22

And we note that,

If a foreign representative receives the provisional

23

relief that's being sought today then your Honor will

24

effectively be sanctioning a Stay that we believe should never

25

have been issued and added up, and that Stay that we also
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1

believe will be vitiated once the recognition proceeding comes

2

before your Honor given that this is not a foreign main

3

proceeding.
So, your Honor, we rise to raise all of that as

4

We wanted to make you aware of the litigations that

5

concerns.

6

we anticipate coming out in Canada and the impact of the relief

7

that's being requested of you today as that will effectively

8

sanction what we believe was improperly granted in the initial

9

CBCA proceeding.

10

THE COURT:

So let me ask you this if I could, and

11

let me start by saying as a practitioner I have some degree of

12

familiarity with the Canadian process; I've certainly also seen

13

it since I've been on the bench and I have a lot of faith in

14

the process that the Canadian justice system engages in, is I

15

look at what's being requested and the authority that I have

16

under 1519, it appears to me that what I'm doing -- not what

17

the Debtors are asking me to do, but if I grant the relief it

18

seems to me what I'm doing is I'm simply ensuring a level

19

playing field in all jurisdictions until we sort these issues

20

that you have raised out, whether that be in front of the

21

Canadian Court, whether it be in front of this Court, but I've

22

got to, it seems to me, to ensure due process to all, I need to

23

make sure that we maintain the status quo until you get an

24

opportunity to appear and raise your issues, again, in whatever

25

court that it is.
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1

Tell me, and I'm really focused on sort of the

2

sanctioning the bad conduct argument that you made, I don't see

3

that I'm doing that at all.

4

I am simply making sure that we preserve the status quo for

5

everyone, not just your clients, but even those who can't

6

afford to hire a lawyer, until these issues get put in front of

7

the Canadian Court or they get put in front of me, whatever the

8

appropriate venue is.

9

What I see that I'm doing is that

Tell me what I'm not thinking about correctly.

10

MR. FLIMAN:

So two points to that, your Honor.

11

appreciate that.

12

requested in the provisional Order --

I

And, you know, the first is the request

13

THE COURT:

14

MR. FLIMAN:

Uh-huh (yes.)
-- that's placed in front of the Court,

15

is not limited to the outcome of what may happen in the CBCA

16

with respect to the Interim Order that's been entered and the

17

comeback hearing that was called that we are requesting next

18

week.

19

THE COURT:

20

MR. FLIMAN:

Right.
And so to the extent that the relief

21

requested here is limited and cabined by whatever it is that

22

happens in Canada then I think we're more comfortable with the

23

relief that's being requested, meaning what we don't want have

24

happen is that by virtue of your Honor's ruling it in any way

25

undermines the arguments that we intend to make in Calgary.
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1

THE COURT:

2

MR. FLIMAN:

3

THE COURT:

4

So help me -The second point, your Honor -Can we stay on the first one for just a

second?

5

I'm not sure, and I want to make sure that I fully

6

appreciate what you're telling me, I don't see how anything

7

that I'm being asked to do changes the position that you have

8

in Canada.

9

comedy.

All I'm doing, effectively, is granting temporary

I mean, I know that's not a specific legal term, but
I'm simply saying until

10

practically isn't that what I'm doing?

11

this issue moves a little further along I'm recognizing good or

12

bad what the Canadian Court did, and I don't see what the

13

Canadian Court did as being so far afield that it violates

14

public policy of the United States.

15

that it's right or wrong and so I don't want this to be

16

construed as anything, but I think that there is ground between

17

being exactly right and violating the public policy of the

18

United States.

19

there, you can be wrong but still be entitled to all of the

20

protections that, in my view, 1519 contemplates.

21

am I missing?

22

And I'm not suggesting

I think there's an awful lot of gray area in

MR. FLIMAN:

I mean, what

No, your Honor, I -- listen, I

23

appreciate that and I am also cognitive that this is not the

24

forum to litigate whether what happened in Calgary is correct

25

or not.
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1

THE COURT:

2

MR. FLIMAN:

Right.
Our proposal on that, so, specifically,

3

what we would do on the Order if your Honor is inclined to

4

answer it, is to specifically provide with the relief in here

5

aimed to the extent that the Stay is terminated in the CBCA

6

proceeding because what we don't want, your Honor, is a

7

situation where by virtue of this Order that's being asked of

8

the Court today, the outcome becomes nonconsequential in a way

9

to CBCA because of the Order that's been entered here.

So our

10

specific ask would be if your Honor is inclined to enter the

11

Order that we make the relief automatically terminate to the

12

extent that we prevail in undoing the Stay that's been imposed

13

in the Court in Calgary, that's on the first point.

14

And if I may move to the second point, your Honor?

15

THE COURT:

Well, wait a minute, let me -- let's make

16

sure that we deal with the first point because I want to be

17

clear in my mind and I also, quite frankly, think it's only

18

fair to you to understand how I'm thinking about the process.

19

You don't know me very well, but I really don't like

20

things that terminate automatically with me ever -- with me not

21

knowing what happened, with me not having an opportunity to

22

understand what happened.

23

example in the Chapter 11 context, I haven't approved a DIP

24

financing or a cash collateral Order yet that doesn't have

25

termination provisions where everybody comes back to me, and

And I do this, if you want another
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1

I'll make the same accommodation to you as I would in that

2

Order.

3

I will hear you on an emergency basis, and I've known

4

Mr. Monsour for 30 years, you've got a good local counsel, and

5

he is far more than a mail drop.

6

knows how to ask for things, and if something happens and you

7

need emergency relief you're not going to wait more than 24, 48

8

hours in terms of business days to be back in front of me,

9

explain what happened, let me hear what everyone said and we'll

He knows how to litigate, he

10

proceed forward.

I just don't like automatic terminations

11

because it tends -- I don't know when reliance begins and ends,

12

so it's -- I hear you, and the combination that I'm willing to

13

make is that I'll give you my word that if you need quick

14

access, I don't think there isn't a lawyer on the phone that

15

has appeared in front of me that won't tell you that you can't

16

get a hearing on 24-48 hours' notice.

17

So that's what I'm willing to do with respect to that.

18

MR. FLIMAN:

19

THE COURT:

20

MR. FLIMAN:

21

THE COURT:

22

MR. FLIMAN:

I will make that work.

We appreciate that, your Honor.
All right.
Thank you.
Yes, sir.

Point two?

Point two, your Honor, is the Proposed

23

Order specifically asks your Honor to recognize, grant comedy

24

and to hold as full force and effect the Interim Order.

25

And that goes beyond the remainder of the Order that
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1

asks you to impose the automatic Stay with respect to assets in

2

the United States.

3

And our concern there, your Honor, is that the

4

Interim Order, as we understand it, goes beyond what the

5

automatic Stay potentially provides, and to be specific about

6

it, we understand that there may be an argument that's going to

7

be made by the company that by virtue of an Interim Order,

8

notwithstanding that the indenture provides for automatic

9

acceleration of the two well notes upon commencement of a

10

proceeding like the CBCA, that the company will take the

11

position that the Interim Order prevents that automatic

12

acceleration that requires no notice by anybody from taking

13

place.

14

automatic stay in the United States does not prevent automatic

15

acceleration within the four corners of the document, and our

16

concern is that because the foreign representative asks only

17

for a condition of automatic stay and effectuation of the

18

Interim Order.

19

beyond the Stay, and is something that would preclude the

20

automatic acceleration of the debt being blessed by your Honor.

And we raise that because we all know that the

What they're asking for is something that goes

21

THE COURT:

22

the requested Order?

23

MR. FLIMAN:

24

THE COURT:

25

And so are you focused on Paragraph 2 of

I am, your Honor.
Okay.

Mr. Goldberg, do you want to

respond to that?
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1

MR. GOLDBERG:

Yes, thank you, your Honor.

Again,

2

for the record, Adam Goldberg of Latham and Watkins on behalf

3

of the foreign representative.

4
5

Just to respond to a couple of issues that have been
raised here.

6

First, the Wilks Brothers certainly are a party known

7

to the Debtors here.

8

at the hearing yesterday represented by counsel, and then as

9

counsel mentioned they have requested what the Canadian counsel

They appeared before the Canadian Court

10

referred to as a comeback hearing before the Canadian Court

11

regarding the terms of that Interim Order.

12

there should be no question that they have the opportunity to

13

be heard in Canada just as they do here, and we are not seeking

14

to do anything today other than to preserve the status quo and

15

for the opportunity for the Canadian process to have its

16

effect.

17

So there is --

You know, your Honor this is a Canadian-based

18

company.

19

exchange.

20

Canada and it has pursued fracing work around the world where

21

that work is being done, but it is a home grown Canadian

22

company and that is where the company has elected in good faith

23

to pursue its restructuring process.

24
25

It is based -- it is listed on the Toronto stock
Its headquarters is in Calgary.

It started in

And what we're here today to seek is nothing more
than preserving the status quo pending a hearing on the
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1

recognition Order and, frankly, your Honor, that does include

2

granting effect to the Interim Order, whatever that may be if

3

the Canadian Court (indisc.) --

4

THE COURT:

So -- if I could interrupt you, Mr.

5

and I'm sorry, it's so hard over video and audio to do this, so

6

my apologies.

7

So I just want to make sure that we're on the same

8

page.

9

could use that term, if it is reduced in scope by the Canadian

10

Court, do we all agree and stipulate that that is the limit of

11

the effect that this Order would have going forward?

If the Interim Order is subsequently reduced, if we

12

In other words, it can't be anything more than what

13

the Interim Order is as is subsequently modified by the

14

Canadian Court.

15

Do we all agree to that?

MR. GOLDBERG:

As to this Paragraph 2 of the Order,

16

absolutely, your Honor, there is -- we're not trying to do

17

something more than what we would have with the Interim Order

18

in Canada.

19

THE COURT:

Yeah, I -- yeah, that seemed pretty

20

straightforward to me, but I just wanted to confirm that.

21

again, I am going to extend the Canadian Court the same respect

22

as I am confident that they would extend to me if this were in

23

reverse.

24

review of the Canadian Order and any adjustments that need to

25

be made.

And,

The Canadian Court, I think, is the place to seek a

EXCEPTIONAL REPORTING SERVICES, INC

28

1

I have every confidence in the world that they will

2

be made promptly and if there's a change in strategy, whatever

3

it may be, in my view this Order does nothing that changes

4

anyone's options, it is simply, again, preserving the status

5

quo for all parties until we see where this going to go.

6

don't think it increases anyone's rights, I don't think it

7

decreases anyone's rights, it's simply ensures a level playing

8

field going forward.

9

extent that there remains an objection.

And with that I note the objection to the

10

It's overruled, but it's overruled without prejudice.

11

I'll grant the Motion requesting emergency

12

provisional relief with the acknowledgements that have been

13

made on the record today.

14

8-2, and that is now off the docketing.

I have signed the Order submitted at

15

All right, so can we talk about scheduling?

16

MR. GOLDBERG:

17

MR. FLIMAN:

18

THE COURT:

Thank you, your Honor.

Yes.

Thank you, your Honor.
Yes, sir.

So let me -- because I want to

19

make sure this all works, do you-all have something in mind?

20

Have you talked?

21
22
23

I mean, since you-all know what's coming in Canada,
have we thought about how the puzzle fits together?
MR. GOLDBERG:

We have not had a chance to confer

24

with counsel to Wilks about the scheduling yet.

25

would like us to do so we're happy to do so.

If your Honor

But I think at
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1

this point in terms of what we're requesting relief the

2

schedule would be a hearing on the Petition for Recognition of

3

the Chapter 15 cases as main cases, or, in the alternative as

4

non-main cases --

5

THE COURT:

6

MR. GOLDBERG:

7

THE COURT:

8

Right.
--

which --

No, I'm sorry, go ahead.

I was talking

to myself.

9

MR. GOLDBERG:

Sure.

So I think our Scheduling

10

Motion, which is fairly typical, essentially seeks relief from

11

the Court to provide notice, as well as discuss specific

12

hearing dates.

13

procedures but, of course, the key points to be discussed with

14

your Honor are filling in the dates for the hearing on

15

recognition, the deadline for an objection and the deadline for

16

us to provide notice of the --

17

THE COURT:

I'm happy to go through the details of those

Sure.

Let me -- I should have been more

18

pointed.

19

'cause you-all know much better than I the anticipated schedule

20

in Canada, I don't want to pick a day that's right on top of a

21

Canadian proceeding because I don't want that to be perceived

22

as anything disrespectful to the Canadian Court.

23

was asking.

24

have a schedule that gives everyone time to think about and

25

react to any ruling that may occur in Canada, and I also want

What I really want to make sure that we all do is --

That's all I

I just -- I'm asking for your input so that we
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1

the schedule to, on its face, be respectful of the Canadian

2

process, that's all I'm after.

3

care what the dates are.

4

MR. GOLDBERG:

Other than that I don't really

Thank you, your Honor.

Well, let me

5

-- if you'll allow me I can give you an explanation of my

6

understanding of the current schedule in Canada and, you know,

7

this remains subject to the Wilks Brothers' request for a

8

comeback hearing which I don't think has been scheduled yet.

9

But in terms of what Calfrac will be seeking from the

10

Canadian Court we would anticipate that there will be a further

11

hearing before the Canadian Court at some point in early August

12

regarding the proposed arrangement and the request to convene a

13

meeting for voting on that arrangement, and that that would

14

proceed towards a meeting of the creditors with respect to that

15

arrangement in mid-September with a final hearing on the

16

approval of the arrangement in late September.

17

So I think in terms of how these proceedings should

18

fit into that schedule I think it would make sense to me that

19

there be a hearing on the recognition Order at some point in

20

early to mid-August, you know, roughly 21 days or more after

21

this -- after today's date so as to permit the Wilks Brothers

22

an opportunity to seek their comeback hearing in Canada, and

23

then for us to engage with them as to any objections that they

24

may raise to this recognition proceeding.

25

THE COURT:

Does that fit within Wilks Brothers' view
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of how the Canadian proceedings are going to progress?
MR. FLIMAN:

Your Honor, this is Daniel Fliman at

Stroock.
THE COURT:
MR. FLIMAN:

Sure.
So the visibility that I have is that we

hope and expect a comeback hearing next week.
THE COURT:
MR. FLIMAN:

Okay.
The balance, I assume, is correct.

take Counsel at their word.
schedule.

I

I don't know the remainder of the

I do know that with respect to the comeback hearing

we're hoping for next week.
In terms of the overall timing of 21 days, I do
anticipate we will seek limited discovery, and I think the 21
days may be a little bit tight for that, but I don't think that
it should drag or at least drag much longer than that.
THE COURT:
something.

All right, let's see if we can't craft

Let me put up the Order.

So this was the Order

submitted.
So, Mr. Goldberg, what were you thinking in terms of
getting your notice out?
MR. GOLDBERG:

I would expect that we can have that

done by tomorrow.
THE COURT:

So let's go -- how about July 17th?

MR. GOLDBERG:

That works for us, your Honor.

you.
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1

THE COURT:

'Cause Ms. Reckler's got to continue her

2

art work which I am not letting pass, I just want you to know

3

that, Ms. Reckler.

4

artwork in the background there.

We're going to talk about that, about the

5

All right.

6

MS. RECKLER:

7

you, I will adjust my camera.

8
9

I have a second piece that I can show

THE COURT:

That's -- I'm still trying to process

that one, so that may be just enough.

All right.

10

So notices out by July the 17th.

11

MR. GOLDBERG:

12

THE COURT:

13

MR. GOLDBERG:

So --

If I might interject, I apologize --

Sure.
I think the date we just filled in was

14

for objections, and that the Paragraph 2 is for the notice

15

deadline.

16
17

THE COURT:

See, it's that piece

of art that's just got me all discombobulated.

18
19

See, you're right.

My apologies.

All right, so, obviously we'll back this up from when
we pick a hearing date.

20

Let's assume, Mr. Goldberg -- let's assume that you

21

reach no accommodation with the Wilks Brothers, how long do you

22

think -- and I'm not going to put a stop watch on you, I'm just

23

trying to make sure that I give you -- I allocate enough time

24

for you.

25

How long do you think a hearing takes?
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1

issues are relatively narrow, but can certainly be complex to

2

some degree.

3

MR. GOLDBERG:

I would think that the issues should

4

be fairly narrow.

5

this point is the sense of which there could be factual or

6

disputes.

7

themselves should be something ascertainable and that the

8

primary question will be arguing about what those facts mean.

9

So I would think that a couple of hours should be sufficient at

I think what we don't have visibility on at

It would seem to me at this point that the facts

10

the most, I would hope, but certainly we'll have to see what

11

issues are raised.

12

THE COURT:

13

MR. GOLDBERG:

14
15
16
17

Sure.

So --

I would welcome any comments from the

Wilks Brothers' counsel on what they anticipate at this point.
THE COURT:

Sure.

I'll make that circle, but let me

overlay a couple of things on this if I could.
Based upon what we know now with respect to the COVID

18

situation a hearing in August would be by video and audio,

19

which I've done quite a bit and I'm entirely comfortable.

20

take evidence, I take witness testimony, I am extremely

21

comfortable doing it.

22

it's not up to me to put that on.

23

I

I also have the easiest job of all so

And the reason that I'm telling you this is the last

24

Order that I issued and, again, it was based upon what I knew

25

at the time, was audio video hearings until the Tuesday after
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1

Labor Day and so, again, I just want you to know that so that

2

you can make --

3

Again, I don't know what travel is out of New York.

4

I know that next week I start to travel within the District,

5

you know, just because I sit in other Divisions, but I want you

6

to have all of the information so that you can make the right

7

decision.

8

hearing, I don't know if you were contemplating having an in

9

person hearing.

10

I don't know if you are contemplating a video

I need some feedback from you so that we can

pick a day.

11

If you are open to doing this by video I learned this

12

morning a trial that I had set for August the 25th, and I had

13

all day, is that there has been a death amongst the parties; I

14

don't know which side or whom, or how that affects it, but I'm

15

going to guess that I can probably move that relatively easily

16

and give you the whole day if you think that this could span a

17

whole day.

18

NR. GOLDBERG:

Well, until we know more I think we

19

would appreciate the time with your Honor and we'll certainly

20

advise the Court of the issues as we identify them and how much

21

time we need as we learn more.

22

THE COURT:

23

MR. GOLDBERG:

24
25

Sure.
From my perspective that date would

work well for us.
In terms of a video hearing I think the additional
EXCEPTIONAL REPORTING SERVICES, INC

35

1

issue that complicates it, your Honor, is that our witnesses

2

are in Canada, and it may not be that even if we're capable of

3

traveling within the United States that they're capable of

4

traveling across the border at this stage, and so under the

5

circumstances we would appreciate the opportunity to have the

6

hearings done by video.

7

THE COURT:

All just fine by me and, you know, we can

8

work through and I would hope that we would -- if this turns

9

out to be the site that it could be that we would have some

10

cooperation between technical people so that we can get cameras

11

tested and computers situated and that sort of thing so that we

12

can do this in an efficient way.

13
14

Any objection to just going ahead and reserving the
whole day on the 25th from anyone?

15

MR. FLIMAN:

This is Daniel Fliman.

Not from us,

16

your Honor.

17

it will likely be less than a whole day, and August 25th works

18

for us.

19

We think two hours is probably too optimistic and

THE COURT:

All right.

The one thing that I have

20

learned is that it does take longer just with objections and

21

things that come up and it's -- you know, it's hard to confer

22

on an issue when you've got to adjourn and then go get on

23

another phone call and that's where things -- I want to be

24

respectful of that process.

25

So, Vriana, let's do this, if you would have Albert
EXCEPTIONAL REPORTING SERVICES, INC

36

1

move the Carmichael trial from the 25th, and then just reserve

2

the whole day on August the 25th, all right?

3

THE CLERK:

Okay.

4

THE COURT:

All right, so let's see, since I think --

5

well, the folks in Calgary are going to be Mountain time,

6

right?

7

MR. GOLDBERG:

8

THE COURT:

9
10
11

Yes.

Okay.

So should we start at 10:00

o'clock so that we don't make it painfully early for those
folks?
MR. GOLDBERG:

I'm sure that that will be

12

appreciated, but I also expect that they would be happy to be

13

available for your Honor as the schedule permits.

14
15
16
17

THE COURT:

Yeah.

That would be heard -- and then

can we just —
(Pause)
THE COURT:

So, again, what I don't want, and I have

18

made this mistake before, I've had some folks thinks they

19

should be here and so I've actually put a couple of folks at

20

risk because they thought they had to come to the courthouse.

21

Everyone else was on audio and video and they show up and, you

22

know, in full PPP gear which makes me feel horrible.

23
24
25

That work?

I know we need another date, but does

that make sense?
MR. GOLDBERG:

Yes.
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1

MR. FLIMAN:

2

THE COURT:

3

MR. FLIMAN:

4

Yes, sir.
All right.

And -- yes, sir?

I would say that works for us, your

Honor.

5

THE COURT:

6

MS. RECKLER:

7

I just have one question.

Thank you.

All right.

And then --

Your Honor, it's Caroline Reckler.
I have heard that the

8

software was going to change from join.me and I just want to

9

sure we include the correct instructions in our notice.

10

THE COURT:

Yes.

So you are absolutely correct, I

11

was going to mention it before we ended today's call, I'm happy

12

to do it now.

13

So effective August 1st Isgur and I have been testing

14

a new platform that has the required stability that we got with

15

join.me and has gotten all of the necessary security approvals

16

from people I didn't even know existed when I took this job,

17

and so effective August 1st we will be using GoToMeeting.

18

in the same product family as join.me

19

terrific features, but doesn't give up much in terms of the

20

stability that was always the big selling point for join.me.

21

It's

It has some really

We are available either by group, firm, case, however

22

you-all want to do it to do training if you need it.

23

need to do is reach out to either Linthu (phonetic) or Albert

24

and just say "Hey, look, we'd like 20 minutes here are the

25

number of folks that we have."
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1

It's really easy to use, but you'll really like some

2

of the additional features if you have used it before and it

3

will depend on when you used it last because it's been totally

4

redone at least from when I learned to use it five years ago,

5

it's so much better.

But, yes, thank you, Ms. Reckler.

6

MS. RECKLER:

7

THE COURT:

Thank you, your Honor.

And so to finish off that question, we

8

are today or tomorrow, I need Isgur to sign off on my last

9

changes, there will be a new version of the complex procedures

10

that will contain notice language as well as the instructions

11

in it, and that will be out this week so you can cut and paste

12

from that.

13
14
15

Mr. Goldberg, in terms of an objection, that line,
did you have something in mind?
Number one, I know you need to have some time to

16

talk, but you probably would also like to have as much time as

17

possible to try and keep an objection from being filed?

18

MR. GOLDBERG:

Yes.

And certainly understanding that

19

there may be some discovery coming our way, that that would

20

obviously be sooner -- these are dealt with the sooner we can

21

get it, what I might suggest is that we set an objection

22

deadline in three weeks from now, August 4th, which would

23

provide ample time for us to have some discussions and yet and

24

then still ample time from that date until the hearing date to

25

work out any discovery or other issues, and we can always
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1

request to adjourn that deadline if necessary or productive.

2

THE COURT:

3

MR. FLIMAN:

4

Any reaction to that from Wilks Brothers?
You've got -- it seems like we have got

more time to play with than that.

5

THE COURT:

6

MR. FLIMAN:

Okay.
I think that we could certainly move it

7

to the week after that so that we're not in a position in the

8

middle of discovery asking for an extension which you never

9

want to be in that spot.

10

THE COURT:

11

MR. FLIMAN:

12

Right.
And so I would request that we deem the

week of the 10th as opposed to on the 4th.

13

THE COURT:

14

MR. FLIMAN:

15

THE COURT:

Okay, so you can live with the 11th?
Yes, your Honor.
Okay, that make sense to me and I will

16

expect you-all to work together and tailor discovery if there

17

is a requirement.

18

leave that to you-all.

19

I mean, it can't be that broad, so I'll

I will say this, if there are issues I want to know

20

about them sooner rather than later.

21

and grow.

22

than later.

Don't let them sit there

If there are issues give them to me sooner rather

23

All right, any other comments?

24

And, again, I know that Wilks Brothers is preserving

25

all of its rights, it's not agreed to anything.
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asking for just comments on the form of the Order.
(No audible response)
THE COURT:

All right, then with that --

All right, I have signed the Order and it is off the
docketing.
Folks, what else do we need to -MR. GOLDBERG:
THE COURT:

Thank you, your Honor.

Yes, sir.

What else do we need to talk about?
MR. GOLDBERG:

Those are all of the issues that we

have for your Honor today.
THE COURT:

All right.

I do have to -- it's nice to

see that you have your youngsters included on the call today.
There's -- I do have to -- I'm going to embarrass him a little
bit because he did such a terrific job yesterday.

You know,

you should be proud to have him on the call with you today.

He

just did a nice job yesterday.
MR. SPEAKER:
THE COURT:

(indisc.)
All right.

MS. RECKLER:
MR. FLIMAN:
THE COURT:

Thank you.

Thank you, your Honor.
Thank you, your Honor.

Have a good day.

Anything else that we need to talk about?

(No audible response)
THE COURT:

All right, everyone stay safe.

If there

are issues please let me know, and until I hear from anyone
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1

I'll see everybody on the 25th and, again, be safe.

2

be adjourned.

3

MS. RECKLER:

4

MR. GOLDBERG:

5

MR. FLIMAN:

6

Thank you, your Honor.
Thank you, your Honor.
Thank you, Judge.

(This proceeding was adjourned at 12:27 p.m.)
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CONFIDENTIAL ©Calfrac Well Services

Source: Company Disclosure.
(1) Balance sheet as at 4/30/2020. Assumes that Senior Unsecured Notes of US$431.8M are converted to CAD as of 7/13/2020 FX rate.

■ Support agreements have been executed by holders of approximately 50% of the Unsecured Notes ("Supporting
Noteholders"), and by holders of approximately 23% of the outstanding Common Shares. The Company expects
additional support now that the Recapitalization Transaction has become public.

■ The Calfrac Board of Directors unanimously determined that the Recapitalization Transaction is in the best interests
of the Company, and unanimously recommends that holders of 8.50% senior unsecured notes (the "Unsecured
Notes") and common shares("Common Shares") support and vote in favour of the Recapitalization Transaction

■ New money 1.5L investment provides liquidity and allows the Company's business to participate in the recovery from
historic lows

■ Reduces absolute principal amount of debt outstanding by approximately C$570 million(1)and reduces annual cash
interest expense by approximately C$52 million on an annualized basis

■ On July 13, 2020, Calfrac Well Services Ltd. ("Calfrac" or the "Company")obtained a Canadian preliminary interim
order pursuant to the CBCA with the intent of effecting a recapitalization transaction (the "Recapitalization
Transaction")

Transaction Repositions Calfrac for Future Success and Recovery

2

C$173 million(3)

C$60.0 million

Revolving Term Loan Facility

New Money Capital Investors

CONFIDENTIAL (,)Calfrac Well Services

Source: Company Disclosure.
(1) Excludes shares issued pursuant to the backstop fee.
(2) Early consent date to be determined pursuant to court order.
(3) As at 4/30/2020.
(4) Includes shares issued pursuant to the backstop fee.

Plan Value

C$50 million equity value

US$120.0 million

2L Notes

Existing Common Equity

US$431.8 million

Amount

Senior Unsecured Notes

Class

Illustrative Treatment

3

Following completion of the Recapitalization Transaction, there will be approximately 1,877
million Common Shares issued and outstanding(4)

Will hold 8%0)of the pro forma issued and outstanding Common Shares

New money offering of new senior secured convertible 10% PIK notes

Liquidity to be met through access to the revolving term loan facility following a refinancing
of such facility using proceeds from 1.5L Convertible PIK Notes issuance

Credit agreement will be amended and restated to provide relief in respect of the Funded
Debt to EBITDA covenant to allow for the Recapitalization and New 1.5L Notes

Unaffected by the CBCA Plan

Holders of Unsecured Notes voting in favour of the plan who sign early consent forms(2)
receive an additional 6%0) of the pro forma Common Shares outstanding issued to holders

Exchanged for 86%o)of the pro forma issued and outstanding Common Shares

Key Terms of the Recapitalization Plan

CONFIDENTIAL ©Calfrac Well Services

Source: Company Disclosure.
(1) Shown inclusive of shares issued pursuant to the backstop fee.

Conversion

Interest Payable

Maturity

Principal Amount

Key Term

There will be approximately 4,128 million Common Shares issued and outstanding(1) on a cumulative basis after
giving effect to the issuance of the Common Shares issuable on conversion of the 1.5 Lien Notes, assuming
conversion on the closing date of the Recapitalization Transaction

Fully converted 1.5L Notes represent 55.9%0) of the pro forma issued and outstanding Common Shares

4

Convertible at the holder's option any time prior to maturity at a Plan Equity Value of C$50.0 million (C$110.0 million
equity value on full conversion of the 1.5L Notes)

The Company may elect to defer and pay in kind any interest accrued by increasing the unpaid principal amount of
the New 1.5 Lien Notes

1.5 Lien Notes will bear interest at a rate of 10% per annum payable in cash semi-annually on March 15 and
September 15 of each year

Three years from closing with no right of redemption

C$60 million new money offering of new senior secured convertible 10% PIK notes (the "1.5 Lien Notes")

Description

Key Terms of the New Money 1.5 Lien Notes

(:or.IFIDENTIAL

vveri servces

• An additional aggregate of C$15 million of 1.5 Lien Notes will be available on a pro rata basis (subject to eligibility criteria) to other
holders of Unsecured Notes, with a backstop provided by certain of the Initial Commitment Parties; Calfrac expects that the Supporting
Noteholders will participate in the C$15 million made available and will elect to subscribe in their pro rata amount

• Initial Commitment Parties have committed to fund C$45 million (the "Direct Commitment"), and the Company may allocate up to C$6
million of the Direct Commitment (together with the associated backstop commitment) to other holders of Unsecured Notes on or
before July 31, 2020 (subject to eligibility criteria)

• Calfrac has also entered into support agreements with Supporting Noteholders holding approximately 50% of the outstanding principal
amount of the Unsecured Notes

• Backstop for 1.5 Lien Notes provided by G2S2 Capital Inc., members of supporting ad hoc committee of noteholders and MATCO
Investments Ltd. ("Initial Commitment Parties")

- Pay transaction costs

- Fund interest payments

- Provide maintenance capital

- Fund working capital requirements as the Company's business improves

- Initially refinance indebtedness under the Company's credit facilities

• Proceeds from 1.5 Lien Notes used to:

Selected Details on the 1.5 Lien Notes

0.0%

Equity Ownership to 1.5L Noteholders

.ONFIDENTIAL CCE.11 J.

II

Source: Company Disclosure, forecast and balance sheet as of 4/30/2020, FactSet as of 7/13/2020.
(1) US$431.8M converted as of 7/13/2020.
(2) Shown inclusive of backstop fee.

0.0%

100.0%

$911

(51)

$963

37

586(1)

$340

Equity Ownership to Unsecured Noteholders

Equity Ownership to Current Shareholders

Pro Forma Equity Ownership

Net Debt

Less: Cash and Cash Equivalents

Total Debt

CAD Lease Obligations

USD 8.500% Senior Unsecured Notes Due 2026

Secured Debt

2.9%)2)

89.3%

7.8%

6

55.9%2)

40.6%

3.5%

$281

(51)

(51)
$341

$332

37

$295

167

$128

$392

37

$355

167

167

$128

USD 10.875% 2L Secured Notes Due 2026

$173

Pro Forma

(Pre-1.5L Conversion) (Post-1.5L Conversion)

60

Status Quo

Pro Forma

New Money 1.5L Convertible PIK Notes Due 2023(10% PIK)

CAD Revolving Term Loan Facility

(C$ in millions)

Pro Forma Capital Structure

I mplementation of Recapitalization expected to be in Fall 2020

Implementation

CONFIDENTIAL ©Calfrac Well Services

The Record Date for determination of the Senior Unsecured Noteholders and of the Common Shareholders entitled
to notice of, and to vote at, such meeting, shall be on July 13, 2020

Holders of affected securities as of the Record Date will be eligible to vote for the plan

C$15 million of 1.5 Lien Notes reserved for other holders of Unsecured Notes on a pro rata basis

The Company may allocate up to C$6 million of the Direct Commitment (together with the associated backstop
commitment) to other holders of Unsecured Notes on or before July 31, 2020

Holders of Unsecured Notes who vote in favour of the plan prior to a specified early consent date (which will be set
pursuant to Court order) will receive 6% of the pro forma issued and outstanding Common Shares

Call, hold and conduct the required special meetings of affected stakeholders

Actions

Record Date

Unsecured Noteholder Participation in 1.5L

Early Consent Date

Special Meeting

Date / Time Period

Timeline and Process
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Hussein Allidina
Director
hallidina@tphco.ca
(403)705-7831
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I
V

Derek Wheatley
Managing Director &
Co-Head of TPH Canada
dwheatley@tphco.ca
(403)705-7850

Kevin Cofsky
Partner
kcofsky@pwpartners.corn
(212) 287-3357

Michael Hayward
Executive Director
m hayward@tphco.ca
(403)705-7836

For Further Details Please Contact:

ry
V
V
V

Benjamin Souh
Director
benjamin.souh@rbccm.com
(212)618-2789

Salim Mawani
Managing Director
salim.mawani@rbccm.com
(212)618-7822

Rob Kordas
Managing Director,
Head of Oilfield Services
robert.kordas@rbccm.com
(713)403-5668

Peter Buzzi
Managing Director, Co-Head,
Global Mergers & Acquisitions
peterbuzzi@rbccm.corn
(416)842-7687
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Certain statements contained in this Presentation constitute forward-looking statements. These statements relate to future events or our
future performance. All statements other than statements of historical fact may be forward-looking statements. Forward-looking
statements are often, but not always, identified by the use of words such as "anticipate", "plan", "continue", "estimate", "forecast",
"expect", "may", "will", "intend", "could", "should", "believe" and similar expressions. These statements involve known and unknown risks,
uncertainties and other factors that may cause actual results or events to differ materially from those anticipated in such forward-looking
statements. We believe that the expectations reflected in these forward-looking statements are reasonable but no assurance can be
given that these expectations will prove to be correct and such forward-looking statements included in this Presentation should not be
unduly relied upon. Other than as required by applicable laws, we do not intend, and do not assume any obligation, to update these
forward-looking statements. In particular, this Presentation contains forward-looking statements pertaining to the following:
• the expected completion of the Recapitalization Transaction;
• the expected reduction in principal amount of debt outstanding and reduction in annual cash interest expense;
• the expected recovery of the Company's business from historic lows;
• anticipated amendments to the Company's credit agreement;
• anticipated pro forma ownership of the Company's common shares;
• the use of proceeds from the 1.5 Lien Notes;
• the Company's expected pro forma capital structure;
• the illustrative allocation of the Direct Commitment portion of the 1.5L offering; and
• anticipated timing for the meeting of securityholders and implementation of the Recapitalization Transaction.
The forward-looking statements contained in this Presentation are based on certain assumptions and analyses made by the Company in
light of our experience and perception of historical trends, current conditions and expected future developments as well as other factors
we believe are appropriate in the circumstances, including, but not limited to, the assumptions that the Recapitalization Transaction will be
i mplemented as described in this Presentation. Our actual results could differ materially from those anticipated in these forward-looking
statements as a result of risks associated with the implementation of the Recapitalization Transaction, including the requirement to obtain
all necessary approvals in respect thereof, and the risk factors set forth in our financial statements and annual information form filed and
available on SEDAR at www.sedar.com.

Forward Looking Statements

