NOTICE OF MEETING OF HOLDERS OF
10.5% SENIOR SECURED FIRST LIEN NOTES DUE 2021
AND
NOTICE OF ANNUAL AND SPECIAL MEETING OF SHAREHOLDERS
OF SOURCE ENERGY SERVICES LTD.
To be held on November 25, 2020
MANAGEMENT INFORMATION CIRCULAR
with respect to, among other things, a proposed
PLAN OF ARRANGEMENT
and
RECAPITALIZATION TRANSACTION
Dated November 2, 2020

These materials are important and require your immediate attention. They require shareholders and
noteholders of Source Energy Services Ltd. to make important decisions. If you are in doubt as to how to make
such decisions please contact your financial, legal, tax or other professional advisors. If you have any questions
or require additional information with regard to the voting of your debt or your shares, please contact our
proxy, information, and exchange agent, Kingsdale Advisors by: (i) telephone, toll-free in North America at 1800-749-9890 or at 416-867-2272 outside of North America; or (ii) e-mail to contactus@kingsdaleadvisors.com.

November 2, 2020
To the holders of:

10.5% senior secured first lien notes due 2021 (the “Notes”) issued by Source Energy
Services Canada LP and Source Energy Services Canada Holdings Ltd. (collectively, the
“Issuers”)

And to the holders of:

Common shares (“Common Shares”) of Source Energy Services Ltd. (together with its
affiliates, “Source”, the “Company”, the “Corporation”, or “we”)

As we have previously communicated, the persistent challenges facing the Western Canadian oil and gas industry
have been substantially exacerbated by the global economic slowdown resulting from the COVID-19 pandemic and a
“price war” between the Organization of Petroleum Exporting Countries (“OPEC”), Russia and the macroeconomic
effects of these global events caused many of Source’s E&P clients to curtail their well drilling and completion
programs. These sudden, unanticipated events went far beyond the ordinary volatility of the E&P industry and had
significant and unanticipated implications for Source.
Historically, the markets for oil, natural gas, and natural gas liquids have been volatile and will likely remain volatile
in the future, particularly in light of current geopolitical and economic conditions. Among the factors causing such
volatility are the ability of OPEC members to comply with the agreed upon production cuts and the cooperation of
other producing countries to reduce production levels, and the levels and growth of domestic and global economic
activity. These market conditions have affected oil and gas companies at every level of the industry around the world.
This year, commodity prices have experienced increased volatility, which has been exacerbated by the sudden,
combined global impact of the COVID-19 pandemic and the oil-price dispute between OPEC and Russia. With surging
supply and depressed demand, the global energy market has suffered unprecedented losses. On April 20, 2020, oil
futures for May declined to well below $0 per barrel for the first time in history.
The freefall in commodity markets and the significant reduction in demand brought on by the global economic
slowdown has presented unparalleled challenges for E&P companies, and the oilfield service companies that rely on
them.
While Source has an industry-leading position as the largest frac sand provider in the Western Canadian Sedimentary
Basin (the “WCSB”), it is not immune from these unprecedented circumstances. The resulting decrease in business
activity has adversely impacted Source’s ability to service its debt and support its business operations.
In light of these circumstances, the Company, under the supervision of an independent committee (the “Independent
Committee”) of independent members of our Board of Directors (the “Board”), has undertaken a comprehensive
process to evaluate all reasonably available options to access additional liquidity and improve the Company’s capital
structure. This process included, among other things, extensive discussions with an ad hoc committee of holders of
Notes (the “Noteholder Committee”), the lenders under the Company’s revolving credit facility and other key
stakeholders, as well as consideration of various government financing support programs.
After receiving independent legal and financial advice, weighing all of the relative benefits and risks of all reasonably
available alternatives (including the status quo), considering the Company’s current circumstances, and engaging in
extensive discussions with the Company’s key stakeholders (including the Noteholder Committee and the Lenders, as
defined herein), the Independent Committee and the Board unanimously determined that the proposed transactions
(collectively, the “Recapitalization Transaction”) set out in greater detail in the accompanying management
information circular (the “Information Circular”) represent the best available option to address the current liquidity

challenges facing the Company, preserve value for all stakeholders, and provide Source with a stronger long-term
capital structure that will allow it to capitalize on its industry-leading position when market and industry conditions
begin to improve. The Independent Committee and the Board therefore unanimously approved the Plan and the
Recapitalization Transaction contemplated thereby.
The principal elements of the Recapitalization Transaction include:
•

an exchange of the Notes for (a) new senior secured first lien notes due 2025 (the “New Secured
Notes”) in an aggregate principal amount equal to $133,279,775, plus the principal amount of the Early
Consent Notes (as defined herein); and (b) new common shares (the “New Common Shares”)
representing approximately 62.5% of the Common Shares outstanding on a fully-diluted basis
immediately following the completion of the Recapitalization Transaction;

•

a new term loan facility (the “BDC Facility”) up to an aggregate principal amount of $20 million to be
provided by Business Development Bank of Canada (“BDC”) with participation from the Company’s
existing Lenders, the key terms of which are set out in a non-binding term sheet agreed to by the
Company and BDC;

•

an amendment of Source’s existing revolving credit facility (the “Credit Facility”) to facilitate
completion of the Recapitalization Transaction and ensure the Company has ongoing access to liquidity
under the Credit Facility; and

•

a consolidation of Source’s Common Shares on the basis of one Post-Consolidation Common Share (as
defined herein) for every twelve Pre-Consolidation Common Shares (as defined herein) (the “Share
Consolidation”).

Additional details regarding the steps to be taken to implement the Recapitalization Transaction are described in the
Information Circular.
If completed, the Recapitalization Transaction will, among other things:
•

provide enhanced financial flexibility to Source as a result of the terms of the New Secured Notes and
the BDC Facility, including a 2025 maturity date of the New Secured Notes and the option to pay
interest in-kind, rather than in cash, on the New Secured Notes for all quarterly interest payments up to
and including February 15, 2022, and on the BDC Facility for all interest payments during its first 12
months;

•

enable Source to access significant additional liquidity through the BDC Facility;

•

enable Source to obtain the support of its Lenders through an amendment to the Credit Facility (as
amended, the “Amended Credit Facility”), providing the Company with an extended maturity date,
ongoing financial flexibility and access to liquidity under the Amended Credit Facility; and

•

result in existing Shareholders retaining 37.5% of the outstanding Common Shares on a fully-diluted
basis immediately following completion of the Recapitalization Transaction, allowing shareholders to
participate in the anticipated future growth of Source’s business as market conditions improve in the
WCSB.

In addition to the Recapitalization Transaction, the Company has taken other actions to improve its financial position.
These include a reduction in corporate overhead and capital spending. The Company also renegotiated its annual lease
payments by approximately 45% when compared to 2019, through renegotiation of its equipment and rail car leases.
National Bank Financial Inc. (“National Bank”), an independent financial advisor to the Independent Committee and
the Board, has provided opinions to the Independent Committee that, subject to the scope of review, assumptions and
limitations set forth in its opinions: (i) the Recapitalization Transaction, if implemented, is fair, from a financial point

of view to the Company, and (ii) the Recapitalization Transaction, if implemented, is fair from a financial point of
view to the Noteholders and the Shareholders.
The Recapitalization Transaction is to be implemented primarily by way of an arrangement (the “Arrangement”)
pursuant to Section 192 of the Canada Business Corporations Act (the “CBCA”), as more particularly set forth in the
plan of arrangement attached as Appendix A to the Information Circular (the “Plan”), and as further described in the
Information Circular. Completion of the Recapitalization Transaction is subject to, among other things, approval by
the requisite majorities of Noteholders and Shareholders, as well as by the Court, as described in the Information
Circular. To date, Source has entered into support agreements with (i) Noteholders (the “Noteholder Support
Agreement”) holding approximately 74% of the principal amount of the Notes (the “Consenting Noteholders”), and
(ii) Shareholders (the “Shareholder Support Agreement” and together with the Noteholder Support Agreement, the
“Support Agreements”) holding, directly or indirectly approximately, 46% of the Common Shares (the “Supporting
Shareholders”), pursuant to which the Consenting Noteholders and the Supporting Shareholders, as applicable, have
agreed, among other things and subject to the terms and conditions of the applicable Support Agreements, to vote in
favour of the Recapitalization Transaction.
The Company is working to complete the Recapitalization Transaction in November or December 2020. Subject to
the Support Agreements, Source intends to continue operating its business in the ordinary course while it pursues
implementation of the Recapitalization Transaction.
If the Recapitalization Transaction is not successful, the Company will need to evaluate other options and alternatives
to address its liquidity challenges, which could include an insolvency or other court proceeding. In that scenario, the
value available to stakeholders may be significantly less than under the Recapitalization Transaction, and there is a
significant risk that there may be no recovery of any kind, including any retained equity interest, for Shareholders or
other stakeholders with claims ranking subordinate to the secured claims under the Credit Facility and Notes.
The Independent Committee and the Board urge you to give serious attention to the Recapitalization Transaction, to
carefully review the information contained in the Information Circular and to vote FOR the Recapitalization
Transaction by following the voting instructions set out in the Information Circular by the applicable deadline. To be
eligible to receive their Consenting Noteholder Pro Rata Share of the Early Consent Notes Pool (as such terms are
defined in the Information Circular), Noteholders must submit voting and election instructions to their Intermediaries,
who must enter such instructions into the CDSX system, prior to 5:00 p.m. (Mountain Time) on November 18, 2020.
We thank you for your continued support of Source.
Sincerely,
/s/ “Bradley J. Thomson”
Bradley J. Thomson
Chief Executive Officer and Director
On behalf of the Board of Directors
These materials are important and require your immediate attention. The transactions contemplated in the
Recapitalization Transaction are complex. The accompanying Information Circular contains a description of
the Recapitalization Transaction and a copy of the Plan, along with other information concerning Source to
assist you in considering these matters. You are urged to review this information carefully. Should you have
any questions or require assistance in understanding and evaluating how you will be affected by the proposed
Recapitalization Transaction, please consult your legal, tax or other professional advisors.
If you have any questions or require additional information with regard to voting your notes or your shares,
please contact our proxy solicitation, information, and exchange agent, Kingsdale Advisors, by: (i) telephone,
toll-free in North America at 1-800-749-9890 or at 416-867-2272 outside of North America; or (ii) e-mail to
contactus@kingsdaleadvisors.com.
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IMPORTANT INFORMATION
General
This Information Circular is furnished in connection with the solicitation of proxies by and on behalf of the
management of the Company for use at the Meetings and any adjournments or postponements thereof. No
person has been authorized to give any information or make any representation in connection with the
Recapitalization Transaction or any other matters to be considered at the Meetings other than those contained
in this Information Circular and, if given or made, any such information or representation must not be relied
upon as having been authorized and should not be relied upon in making a decision as to how to vote on the
Recapitalization Transaction or the other matters set forth herein.
All summaries of, and references to, the Recapitalization Transaction in this Information Circular are qualified in their
entirety by reference to the complete text of the Plan, a copy of which is attached as Appendix A to this Information
Circular. You are urged to carefully read the full text of the Plan.
All information contained in this Information Circular is given as of October 22, 2020 unless otherwise specifically
stated. All capitalized terms used in this Information Circular but not otherwise defined herein have the meanings set
forth under “Glossary of Terms”.
Forward Looking Information and Statements
Certain statements contained in this Information Circular and the information incorporated herein by reference
constitute “forward looking statements” within the meaning of the United States Private Securities Litigation Reform
Act of 1995 and “forward-looking information” within the meaning of applicable Canadian Securities Laws
(collectively, “forward-looking statements”), which are based upon the current internal expectations, estimates,
projections, assumptions and beliefs of the Company’s management. Statements concerning the Company’s
objectives, goals, strategies, intentions, plans, beliefs, assumptions, projections, predictions, expectations and
estimates, and the business, operations, future financial performance and condition of the Company are forwardlooking statements. The use of words in this Information Circular such as “believe”, “expect”, “anticipate”, “estimate”,
“intend”, “may”, “will”, “would”, “could”, “plan”, “create”, “designed”, “predict”, “project”, “seek”, “ongoing”,
“increase”, “upside” and similar expressions and the negative and grammatical variations of such expressions are
intended to identify forward-looking statements, although not all forward-looking statements contain these identifying
words. Such forward-looking statements reflect the current beliefs of the Company’s management based on
information currently available to them, and are based on assumptions and are subject to risks and uncertainties. These
statements are not guarantees of future performance and involve known and unknown risks, uncertainties and other
factors that may cause actual results or events to differ materially from those anticipated in or implied by the forwardlooking statements. In addition, this Information Circular may contain forward-looking statements attributed to thirdparty industry sources.
By their nature, forward-looking statements involve numerous assumptions, known and unknown risks and
uncertainties, both general and specific, that contribute to the possibility that the predictions, forecasts, projections or
other characterizations of future events or circumstances that constitute forward-looking statements will not occur.
Such forward-looking statements in this Information Circular speak only as of the date of this Information Circular.
Forward-looking statements in this Information Circular include, but are not limited to, statements with respect to:
•

the performance of the Company’s business and operations;

•

the timing of, and matters to be considered at, the Meetings as well as with respect to voting at the
Meetings;

•

the Company’s future liquidity and financial capacity;

•

the Company’s ability to satisfy its financial obligations in future periods;

•

expectations regarding the Company’s ability to recapitalize its capital structure;

- iv -

•

the Company’s intention to realign its capital structure and the timing thereof;

•

the Company’s filings with the Court and the ability to obtain the Final Order;

•

failure to timely satisfy the conditions of the Recapitalization Transaction or to otherwise complete the
Recapitalization Transaction;

•

the expected process for implementing the Recapitalization Transaction;

•

the effect of the Recapitalization Transaction;

•

the structure and timing of future transactions to increase the Company’s liquidity;

•

the Company’s future business plans and strategy; and

•

capital expenditures and the timing and method of financing thereof.

With respect to the forward-looking statements contained in this Information Circular, such statements are subject to
certain risks, including those risks set forth below and in the “Risk Factors” section of this Information Circular and
the “Risk Factors” section of the AIF, and the Company has made assumptions regarding, among other factors:
•

the ability of the Company to realign its capital structure and the timing thereof;

•

the ability of the Company to achieve its financial goals including with respect to the nature of any
agreement with its lenders;

•

the ability of the Company to operate in the ordinary course during the CBCA Proceedings, including
with respect to satisfying obligations to service providers, suppliers, contractors and employees;

•

the ability of the Company to receive all necessary regulatory, Court, third party and stakeholder
approvals in order to complete the Recapitalization Transaction;

•

the ability of the Company to continue as a going concern;

•

the ability of the Company to continue to realize its assets and discharge its liabilities and commitments;

•

the Company’s future liquidity position, and access to capital, to fund ongoing operations and
obligations (including debt obligations);

•

the ability of the Company to stabilize its business and financial condition;

•

the ability of the Company to implement and successfully achieve its business priorities;

•

the ability of the Company to comply with its contractual obligations, including, without limitation, its
obligations under debt arrangements;

•

the general regulatory environment in which the Company operates, including the areas of taxation and
environmental protection;

•

the tax treatment of the Company and the materiality of legal and regulatory proceedings;

•

the general economic, financial, market and political conditions impacting the industry and jurisdictions
in which the Company operates;

•

the ability of the Company to sustain or increase profitability, fund its operations with existing capital
and/or raise additional capital to fund its operations;
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•

the ability of the Company to meet its financial forecasts and projections;

•

future currency exchange and interest rates;

•

the ability of the Company to generate sufficient cash flow from operations;

•

the impact of competition;

•

the ability of the Company to obtain and retain qualified staff, equipment and services in a timely and
efficient manner (particularly in light of the Company’s efforts to complete the Recapitalization
Transaction);

•

the ability of the Company to conduct operations in a safe, efficient and effective manner;

•

the ability of the Company to retain members of its senior management team, including but not limited
to, the officers of the Company; and

•

the ability of the Company to successfully market its products and services.

Forward-looking statements contained in this Information Circular are based on the key assumptions described herein.
Readers are cautioned that such assumptions, although considered reasonable by the Company, may prove to be
incorrect. Actual results achieved during the forecast period will vary from the information provided in this
Information Circular as a result of numerous known and unknown risks and uncertainties and other factors. The
Company cannot guarantee future results.
Risks related to forward-looking statements include those risks referenced herein and in the Company’s other filings
with the Canadian Securities Regulators. Some of the risks and other factors which could cause actual results to differ
materially from those expressed in the forward-looking statements contained in this Information Circular include, but
are not limited to, the risk factors described above and included under the heading “Risk Factors” in this Information
Circular and under the heading “Risk Factors” in the AIF.
Forward-looking statements contained in this Information Circular are based on the Company’s current plans,
expectations, estimates, projections, beliefs and opinions and the assumptions relating to those plans, expectations,
estimates, projections, beliefs and opinions may change. Management has included the summary of assumptions and
risks related to forward-looking statements included in this Information Circular for the purpose of assisting the reader
in understanding management’s current views regarding those future outcomes. Readers are cautioned that this
information may not be appropriate for other purposes. Readers are cautioned that the lists of assumptions and
risk factors contained herein are not exhaustive. Neither the Company nor any other person assumes
responsibility for the accuracy or completeness of the forward-looking statements contained herein.
Such forward-looking statements are made as of the date of this Information Circular and the Company disclaims any
intention or obligation to update publicly any such forward-looking statements, whether as a result of new information,
future events or results or otherwise, other than as required by applicable securities laws.
All of the forward-looking statements made in this Information Circular are expressly qualified by these
cautionary statements and other cautionary statements or factors contained herein, and there can be no
assurance that the actual results or developments anticipated in or implied by such forward-looking statements
will be realized or, even if substantially realized, that they will have the expected consequences to, or effects on,
the Company.
Actual results, performance or achievements could differ materially from those anticipated in or implied by any
forward-looking statement in this Information Circular, and, accordingly, investors should not place undue reliance
on any such forward-looking statement. New factors emerge from time to time and the importance of current factors
may change from time to time and it is not possible for the Company’s management to predict all such factors, or
changes in such factors, or to assess in advance the impact of each such factors on the business of the Company or the
extent to which any factor, or combination of factors, may cause actual results to differ materially from those contained
in any forward-looking statement contained in this Information Circular.
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Non-IFRS Measures
This Circular refers to certain financial measures that are not determined in accordance with IFRS such as “Adjusted
EBITDA”, and “Adjusted Gross Margin”. See the Company’s annual management discussion and analysis dated
March 5, 2020 (the “Annual MD&A”) for a description of these non-IFRS measures and a reconciliation to the most
relevant IFRS measure for the noted periods. These financial measures do not have standardized meanings prescribed
by IFRS and Source’s method of calculating these measures may differ from the method used by other entities and,
accordingly, they may not be comparable to similar measures presented by other companies. These financial measures
should not be considered as an alternative to, or more meaningful than, net income (loss), gross margin and other
measures of financial performance as determined in accordance with IFRS. However, Source believes that these nonIFRS measures are useful to both the Company’s management and investors in providing relative performance and
measuring changes in respect of Source as well as measuring Source’s financial performance in the context of earnings
generated to fund capital investments and meet financial obligations. More specifically, Adjusted EBITDA and
Adjusted Gross Margin are considered key measures as they reflect the ability of Source to generate earnings necessary
to meet its capital investments and financial obligations.
Investors are cautioned not to consider these non-IFRS measures in isolation or place undue reliance on ratios or
percentages calculated using these non-IFRS measures. These non-IFRS measures should be read in conjunction with
Source’s audited annual financial statements of Source as at December 31, 2019, together with the notes thereto and
the Annual MD&A, each of which can be found under Source’s SEDAR profile at www.sedar.com.
NOTICE TO SECURITYHOLDERS IN THE UNITED STATES
THE SECURITIES ISSUABLE IN CONNECTION WITH THE RECAPITALIZATION TRANSACTION
HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE U.S. SECURITIES AND EXCHANGE
COMMISSION OR SECURITIES REGULATORY AUTHORITIES IN ANY STATE OF THE UNITED
STATES; NOR HAS THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION OR ANY
SUCH STATE REGULATORY AUTHORITY PASSED UPON THE ADEQUACY OR ACCURACY OF
THIS INFORMATION CIRCULAR. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL
OFFENSE.
The issuance and distribution of New Secured Notes and New Common Shares under the Plan have not been registered
under the 1933 Act, and the New Secured Notes and New Common Shares may not be offered or sold within the
United States except pursuant to an exemption from the registration requirements of the 1933 Act. The New Secured
Notes and New Common Shares are being issued and distributed in reliance on the exemption from registration set
forth in Section 3(a)(10) of the 1933 Act (and similar exemptions under applicable state securities laws) on the basis
of the approval of the Court, which will consider, among other things, the fairness of the Arrangement to the persons
affected. Section 3(a)(10) of the 1933 Act exempts from the general requirement of registration under the 1933 Act
securities issued in exchange for one or more bona fide outstanding securities, claims or property interests, or partly
in such exchange and partly for cash, where the terms and conditions of the issuance and exchange are approved by a
court or other government authority that is expressly authorized by law to grant such approval, after a hearing upon
the fairness of such terms and conditions of such issuance and exchange at which all persons to whom the securities
will be issued in such exchange have the right to appear and receive timely notice thereof. The Court will conduct a
hearing to determine the fairness of the terms and conditions of the Arrangement, including the proposed issuance of
New Secured Notes and New Common Shares in exchange for the Notes. The Court entered the Interim Order on
October 26, 2020 and, subject to, among other things, approval of the Arrangement by the Noteholders and
Shareholders, a hearing on the fairness of the Plan will be held by the Court at 9:00 a.m. (Mountain Time) on
November 27, 2020 or such other time and/or date as may be approved by the Court. Pursuant to the Interim Order,
the Applicants may seek Court approval of the Plan whether or not the Arrangement is approved by Shareholders at
the Shareholders Meeting.
All Noteholders and Shareholders are entitled to appear and be heard at the hearing for the Final Order on the terms
set out in the Interim Order. The Final Order will constitute the basis for the exemption from the registration
requirements of the 1933 Act provided by Section 3(a)(10) thereof with respect to the issuance of the New Secured
Notes and New Common Shares pursuant to the Plan. Prior to the hearing on the Final Order, the Court will be
informed of this effect of the Final Order. See “Description of the Recapitalization Transaction and Certain Related
Matters – Required Approvals for the Arrangement” and “Certain Regulatory and Other Matters Relating to the
Recapitalization Transaction” included herein.
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Financial statements included or incorporated by reference herein have been prepared in accordance with IFRS as
issued by the International Accounting Standards Board, which differ from U.S. GAAP in certain material respects,
and are subject to Public Company Accounting Oversight Board auditing and auditor independence standards, and
thus may not be comparable to financial statements and information of U.S. companies prepared in accordance with
U.S. GAAP. See “Reporting Currencies and Accounting Principles”.
REPORTING CURRENCIES AND ACCOUNTING PRINCIPLES
Except where otherwise indicated, all dollar amounts set forth in this Information Circular are in Canadian Dollars,
the presentation currency used by the Company in its financial results.
In this Information Circular, unless otherwise stated, all references to percentages of Common Shares and New
Common Shares are expressed on a non-diluted basis.
The financial statements incorporated by reference in this Information Circular have been prepared in accordance with
IFRS.
IFRS differs in certain material respects from U.S. generally accepted accounting principles (“U.S. GAAP”) and, as
such, the Company’s financial statements and the financial information derived therefrom may not be comparable to
the financial statements and financial information of U.S. companies prepared in accordance with U.S. GAAP. As the
SEC has adopted rules to accept, from foreign private issuers, such as the Company, financial statements prepared in
accordance with IFRS without reconciliation to U.S. GAAP, this Information Circular does not include an explanation
of the principal differences between, or any reconciliation of, IFRS and U.S. GAAP. Readers should consult their own
professional advisors for an understanding of the differences between IFRS and U.S. GAAP, and of how those
differences might affect the financial information presented herein.
The financial statements incorporated by reference in this Information Circular have been prepared on a going concern
basis, which asserts the Company has the ability in the near term to continue to realize its assets and discharge its
liabilities and commitments in a planned manner giving consideration to the expected possible outcomes set forth in
such financial statements. Conversely, if the going concern assumption is not appropriate, adjustments to the carrying
amounts of the Company’s assets, liabilities, revenues, expenses and balance sheet classifications may be necessary.
DOCUMENTS INCORPORATED BY REFERENCE
The following documents which have been publicly filed on SEDAR at www.sedar.com or with the securities
commission or similar regulatory authority in each of the provinces and territories of Canada, and are
specifically incorporated by reference into and form an Integral part of this Information Circular:
(a)

the annual information form of the Company for the year ended December 31, 2019, dated March
5, 2020 (the “AIF”);

(b)

the audited financial statements of thee Company as at December 31, 2019 and 2018, and for the
years ended December 31, 2019 and 2018 and related notes, the Company management’s report on
internal controls over financial reporting, and the auditors’ report thereon;

(c)

the management’s discussion and analysis of the financial condition and results of operations of the
Company for the year ended December 31, 2019 and for the quarters ended March 31, 2020 and
June 30, 2020;

(d)

the material change report of the Company dated October 7, 2020 with respect to the announcement
of the Recapitalization Transaction; and

(e)

the management information circular of the Company dated March 5, 2020 in respect of the annual
and special meeting initially scheduled to be held on May 8, 2020.

Any annual information form, annual report, annual or interim financial statement and related management’s
discussion and analysis, material change report (excluding confidential material change reports), business acquisition
report, information circular, news release containing financial information for financial periods more recent than the
- viii -

most recent annual or interim financial statements, or disclosure document filed pursuant to an undertaking to a
Canadian securities regulatory authority by Source with any securities commission or similar regulatory authority in
Canada subsequent to the date of this Information Circular and prior to the Effective Time shall be deemed to be
incorporated by reference in this Information Circular, as well as any document so filed by Source which expressly
states it is to be incorporated by reference in this Information Circular. These documents will be available under the
Company’s profile on SEDAR at www.sedar.com.
Any statement contained herein, or in any document incorporated or deemed to be incorporated by reference
herein, shall be deemed to be modified or superseded, for the purposes of this Information Circular, to the
extent that a statement contained herein or in any other subsequently filed document which also is or is deemed
to be incorporated by reference herein modifies or supersedes that statement. The modifying or superseding
statement need not state that it has modified or superseded a prior statement or include any other information
set forth in the document that it modifies or supersedes. The making of a modifying or superseding statement
shall not be deemed an admission for any purpose that the modified or superseded statement, when made,
constituted a misrepresentation, an untrue statement of a material fact or an omission to state a material fact
that is required to be stated or that is necessary to make a statement not misleading in light of the circumstances
in which it was made. Any statement so modified or superseded shall not constitute a part of this Information
Circular, except as so modified or superseded.
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GLOSSARY OF TERMS
Unless the context otherwise requires, when used in this Information Circular the following terms shall have the
meanings set forth below. Words importing the singular number shall include the plural and vice versa, and words
importing any gender shall include all genders.
“1933 Act” means the United States Securities Act of 1933, as amended and now in effect and as it may be further
amended from time to time prior to the Effective Date.
“1934 Act” means the United States Securities Exchange Act of 1934, as amended and now in effect and as it may be
further amended from time to time prior to the Effective Date.
“ABCA” means the Business Corporations Act (Alberta), R.S.A. 2000, c. B-9 and the regulations thereto, as now in
effect and as it may be amended from time to time.
“AIF” has the meaning ascribed thereto under the heading “Documents Incorporated by Reference”.
“allowable capital loss” has the meaning ascribed thereto under the heading “Certain Canadian Federal Income Tax
Considerations – Holders Resident in Canada – Taxation of Capital Gains and Capital Losses”.
“Amended Credit Facility” means the revolving credit facility to be made available on the Effective Date to Source
LP and governed pursuant to the Credit Agreement, as such Credit Agreement shall be amended, restated and modified
on or prior to the Effective Date.
“Applicants” means, collectively, SES, Source Arrangeco, Source LP and Source Holdings.
“Arrangement” means the arrangement under section 192 of the CBCA on the terms and subject to the conditions
set out in the Plan, subject to any amendments, modifications and/or supplements thereto made in accordance with the
Arrangement Agreement and the Plan, or otherwise with the consent of the Applicants and the Majority Initial
Consenting Noteholders, acting reasonably.
“Arrangement Agreement” means the arrangement agreement dated October 22, 2020, attached hereto as
Appendix B, among the Applicants as it may be amended, modified and/or supplemented from time to time.
“Articles of Arrangement” means the articles of arrangement of the Applicants in respect of the Arrangement, in
form and substance satisfactory to the Applicants and the Majority Initial Consenting Noteholders, each acting
reasonably, that are required to be sent to and filed by the CBCA Director in order for the Arrangement to become
effective on the Effective Date.
“Bank Priority Collateral” shall have the meaning given to it in the Existing Intercreditor Agreement or as may
otherwise be agreed to by the parties to the New Intercreditor Agreement.
“BDC” means Business Development Bank of Canada.
“BDC Facility” means the term loan facility in the aggregate principal amount of $20 million to be made available
on the Effective Date to Source LP by Business Development Bank of Canada and the other lenders party thereto.
“beneficial” means, in respect of a Noteholder, a holder who holds their Notes in the name of an Intermediary or who
does not otherwise hold their Notes in their own name.
“BIA” means the Bankruptcy and Insolvency Act (Canada), R.S.C. 1985, c. B-3 and the regulations thereto, as now in
effect and as it may be amended from time to time.
“Board of Directors” or “Board” means the board of directors of SES.
“Broadridge” means, collectively, Broadridge Investor Communications Solutions, Canada and its counterpart in the
U.S.
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“Business Day” means any day, other than a Saturday, Sunday or a statutory or civic holiday, on which banks are
generally open for business in Calgary, Alberta, Toronto, Ontario and New York, New York.
“Canadian Dollars” or “$” means the lawful currency of Canada.
“Canadian Holder” has the meaning ascribed thereto under the heading “Certain Canadian Federal Income Tax
Considerations – Holders Resident in Canada”.
“Canadian Securities Laws” means collectively, and, as the context may require, the applicable securities laws of
each of the provinces of Canada, and the respective regulations and rules made under those securities laws together
with all applicable published policy statements, instruments, blanket orders, and rulings of the Canadian securities
regulatory authorities and all discretionary orders or rulings, if any, of the Canadian securities regulatory authorities
made in connection with the transactions contemplated by the Recapitalization Transaction together with applicable
published policy statements of the Canadian Securities Administrators, as the context may require.
“CBCA” means the Canada Business Corporations Act, R.S.C. 1985, c. C-44, as amended, and the regulations thereto,
as now in effect and as it may be amended from time to time.
“CBCA Director” means the Director appointed under section 260 of the CBCA.
“CBCA Opinion” has the meaning ascribed thereto under the heading “Background to and Reasons for the
Recapitalization Transaction – National Bank Opinions”.
“CBCA Proceedings” means the proceedings commenced by the Applicants under the CBCA in connection with the
Plan.
“CCAA” means the Companies’ Creditors Arrangement Act (Canada), R.S.C. 1985, c. C-36, as amended, and the
regulations thereto, as now in effect and as it may be amended from time to time.
“CDS” means the CDS Clearing and Depository Services Inc. and its successors and assigns.
“CDSX” means the CDS online tendering system pursuant to which book-entry transfers may be effected.
“Certificate of Arrangement” means the certificate giving effect to the Arrangement, to be issued by the CBCA
Director pursuant to subsection 192(7) of the CBCA upon receipt of the Articles of Arrangement in accordance with
section 262 of the CBCA.
“Claim” means any right or claim of any Person that may be asserted or made in whole or in part against the applicable
Persons, or any of them, in any capacity, whether or not asserted or made, in connection with any indebtedness,
liability or obligation of any kind whatsoever, and any interest accrued thereon or costs payable in respect thereof,
whether at law or in equity, including by reason of the commission of a tort (intentional or unintentional), by reason
of any breach of contract or other agreement (oral or written), by reason of any breach of duty (including, any legal,
statutory, equitable or fiduciary duty), by reason of any right of setoff, counterclaim or recoupment, or by reason of
any equity interest, right of ownership of or title to property or assets or right to a trust or deemed trust (statutory,
express, implied, resulting, constructive or otherwise), and together with any security enforcement costs or legal costs
associated with any such claim, and whether or not any indebtedness, liability or obligation is reduced to judgment,
liquidated, unliquidated, fixed, contingent, matured, unmatured, disputed, undisputed, legal, equitable, secured,
unsecured, perfected, unperfected, present or future, known or unknown, by guarantee, warranty, surety or otherwise,
and whether or not any right or claim is executory or anticipatory in nature, including any claim made or asserted
against the applicable Persons, or any of them, through any affiliate, subsidiary, associated or related Person, or any
right or ability of any Person to advance a claim for an accounting, reconciliation, contribution, indemnity, restitution
or otherwise with respect to any matter, grievance, action (including any class action or proceeding before an
administrative or regulatory tribunal), cause or chose in action, whether existing at present or commenced in the future.
“Class B Shares” means the Class B Shares in the capital of SES that were in existence prior to the Class B Share
Conversion.
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“Class B Shares Conversion” means the redemption of the Units and the subsequent conversion of all of the
outstanding Class B Shares into Common Shares on a one-for-one basis in accordance with the Exchange Agreement,
which occurred on October 22, 2020.
“Common Shares” means either (i) prior to the Share Consolidation, the Pre-Consolidation Common Shares, or (ii)
following the Share Consolidation, the Post-Consolidation Common Shares, as applicable.
“Consent Notes” means, in respect of a Consenting Noteholder, the Notes held by such Consenting Noteholder in
respect of which votes have been validly cast in favour of the Plan by the Early Consent Date pursuant to the Interim
Order and in respect of which such vote in favour of the Plan has not been changed or withdrawn.
“Consenting Noteholder” means a Noteholder who, on or prior to the Early Consent Date, votes in favour of the Plan
or otherwise supports the Plan in a manner acceptable to the Applicants acting reasonably, and provided that in each
case such Noteholder holds its respective Consent Notes as at the Effective Date.
“Consenting Noteholder Pro Rata Share” means, in respect of a Consenting Noteholder, (i) the total principal
amount of Consent Notes held by that Consenting Noteholder as at the Distribution Record Date, divided by (ii) the
aggregate principal amount of Notes held by all Noteholders as at the Distribution Record Date.
“Court” means the Court of Queen’s Bench of Alberta.
“CRA” means the Canada Revenue Agency.
“Credit Agreement” means the Fourth Amended and Restated Credit Agreement dated June 19, 2019 among Source
LP, as borrower, Bank of Montreal, as administrative agent, and the Lenders party thereto, as amended, modified or
supplemented from time to time.
“Credit Facility” means the $88,000,000 revolving credit facility governed by the Credit Agreement.
“Distribution Record Date” means a date to be determined by the Applicants in consultation with the Initial
Consenting Noteholders for purposes of distributions under the Plan.
“DRS Statement” has the meaning ascribed thereto under the heading “Description of the Recapitalization
Transaction and Certain Related Matters – Procedure for Exchange of Pre-Consolidation Common Shares for PostConsolidation Common Shares – Registered Shareholders”.
“DSU Plan” means SES’s Long Term Incentive Plan (DSUs) dated March 14, 2018 as amended or supplemented
from time to time.
“DSUs” means deferred share units issued pursuant to the DSU Plan.
“Early Consent Date” means 5:00 p.m. on November 18, 2020 or such later date as the Applicants may determine,
in consultation with the Initial Consenting Noteholders.
“Early Consent Notes” means the New Secured Notes issued to Consenting Noteholders from the Early Consent
Notes Pool.
“Early Consent Notes Pool” means New Secured Notes in an aggregate principal amount equal to all accrued and
unpaid interest on the Notes at the rate of 10.5% per annum for the period commencing on June 16, 2020 and ending
on the Effective Date, inclusive.
“Effective Date” means the date shown on the Certificate of Arrangement issued by the CBCA Director and on which
all conditions to implementation of the Plan as set forth therein have been satisfied or waived in accordance with the
terms thereof.
“Effective Time” means a time on the Effective Date as the Applicants and the Majority Initial Consenting
Noteholders may agree, each acting reasonably.
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“Exchange Consideration” has the meaning ascribed thereto under the heading Certain Canadian Federal Income
Tax Considerations – Holders Resident in Canada – Exchange of Notes”.
“Exchange Agreement” means the exchange agreement dated as of April 13, 2017, among SES, Source LP, TriWest
Capital Partners IV (US) L.P., and other parties thereto.
“Existing Intercreditor Agreement” means the intercreditor agreement dated as of December 8, 2016 between the
Notes Issuers, the administrative agent, the Notes Trustee and the other parties thereto, as amended, modified or
supplemented from time to time.
“Fairness Opinion” has the meaning ascribed thereto under the heading “Background to and Reasons for the
Recapitalization Transaction – National Bank Opinions”.
“Final Order” means the Order of the Court approving the Arrangement under section 192 of the CBCA, which shall
include such terms as may be necessary or appropriate to give effect to the Arrangement and the Plan, in form and
substance satisfactory to the Applicants and the Majority Initial Consenting Noteholders, each acting reasonably.
“Governmental Entity” means any government, regulatory authority, governmental department, agency,
commission, bureau, official, minister, Crown corporation, court, board, tribunal or dispute settlement panel or other
law, rule or regulation-making organization or entity: (i) having or purporting to have jurisdiction on behalf of any
nation, province, territory or state or any other geographic or political subdivision of any of them; or (ii) exercising,
or entitled or purporting to exercise any administrative, executive, judicial, legislative, policy, regulatory or taxing
authority or power.
“Independent Committee” means the independent committee of the Board.
“Holders” has the meaning ascribed thereto under the heading “Certain Canadian Federal Income Tax
Considerations”.
“IFRS” means International Financial Reporting Standards as issued by the International Accounting Standards
Board.
“Information Circular” means this management information circular dated November 2, 2020 as it may be amended,
modified and/or supplemented from time to time, subject to the terms of the Interim Order or other Order of the Court.
“Initial Consenting Noteholder Advisors” means Bennett Jones LLP, in its capacity as legal counsel to the Initial
Consenting Noteholders, and FTI Consulting Canada Inc., in its capacity as financial advisor to the Initial Consenting
Noteholders.
“Initial Consenting Noteholders” means the Noteholders that executed the Noteholder Support Agreement as of
October 7, 2020.
“Insider” means “reporting insiders” as defined in National Instrument 55-104 - Insider Reporting Requirements and
Exemptions of the Canadian Securities Administrators.
“Interim Order” means the Order of the Court in respect of the Applicants granted on October 26, 2020, which,
among other things, approves the calling of, and the date for, the Meetings, as such Order may be amended from time
to time in a manner acceptable to the Applicants and the Majority Initial Consenting Noteholders, each acting
reasonably.
“Intermediary” means a broker, custodian, investment dealer, nominee, bank, trust company or other intermediary.
“Law” means any law, statute, constitution, treaty, convention, code, injunction, order, decree, consent decree,
judgment, rule regulation, ordinance or other pronouncement having the effect of law whether in Canada, the United
States or any other country, or any domestic or foreign state, county, province, city or other political subdivision or of
any Governmental Entity.
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“Lenders” means the lenders party to the Credit Agreement.
“LTIP” means SES’s Long Term Incentive Plan (RSUs and PSUs) dated March 14, 2018, as amended or
supplemented from time to time.
“Majority Initial Consenting Noteholders” means at least two Initial Consenting Noteholders that hold in the
aggregate more than 50% of the aggregate principal amount of the Notes held by all Initial Consenting Noteholders
at the applicable time.
“Market Price” means the volume weighted average trading price of the Common Shares on the TSX for the five
consecutive trading days immediately preceding the relevant date, and where the weighted average trading price is
calculated by dividing the total value by the total volume of Common Shares traded for such period.
“Meetings” means collectively, the Noteholders Meeting and the Shareholders Meeting.
“NI 45-102” means National Instrument 45-102 – Resale of Securities, of the Canadian Securities Administrators.
“New Common Share Pool” means New Common Shares representing approximately 62.5% of the aggregate
Common Shares on a fully-diluted basis issued and outstanding immediately following the implementation of the
Plan.
“New Common Shares” means newly issued Common Shares issued on the Effective Date pursuant to the Plan.
“New Directors” means such individuals to be appointed to the board of directors of SES on the Effective Date as
determined by the Company and the Majority Initial Consenting Noteholders.
“New Intercreditor Agreement” means the intercreditor agreement to be entered into on the Effective Date by the
New Secured Notes Issuers, the New Secured Notes Trustee, the administrative agent under the Amended Credit
Facility, the administrative agent under the BDC Facility, and the other parties thereto.
“New Secured Notes” means new first lien secured notes due 2025 to be issued by the New Secured Notes Issuers on
the Effective Date pursuant to the New Secured Notes Indenture and the Plan.
“New Secured Notes Indenture” means the indenture to be entered into on the Effective Date by the New Secured
Notes Issuers and the New Secured Notes Trustee on the terms substantially as described in the Information Circular
or as may otherwise be agreed by the Applicants and the Majority Initial Consenting Noteholders, each acting
reasonably, pursuant to which the New Secured Notes will be issued.
“New Secured Notes Issuers” means Source LP and Source Holdings.
“New Secured Notes Trustee” means Computershare Trust Company of Canada in its capacity as trustee under the
New Secured Notes Indenture, or such other entity or entities as agreed to by the Applicants and the Majority initial
Consenting Noteholders, each acting reasonably.
“Non-Registered Noteholders” means, collectively, beneficial Noteholders.
“Non-Resident Holder” has the meaning ascribed thereto under the heading “Certain Canadian Federal Income Tax
Considerations – Holders Not Resident in Canada”.
“Note Priority Collateral” shall have the meaning given to it in the Existing Intercreditor Agreement or as may
otherwise be agreed to by the parties to the New Intercreditor Agreement.
“Noteholder Claims” means all outstanding liabilities, duties and obligations, including without limitation principal,
and interest, any make whole, any prepayment, redemption or similar premiums, reimbursement obligations, fees,
penalties, damages, guarantees, indemnities, costs, expenses or otherwise, and any other liabilities, duties or
obligations, whether direct or indirect, absolute or contingent, known or unknown, due or to become due, or now
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existing or hereafter incurred, which may arise under, out of, or in connection with, the Notes Documents, owing by
any Person (whether as issuer, guarantor or otherwise) as at the Effective Date.
“Noteholder Committee” means the group of Noteholders formed to represent the interests of the Noteholders in
discussions with the Company.
“Noteholder Pro Rata Share” means, in respect of a Noteholder, (i) the total principal amount of Notes held by that
Noteholder as at the Distribution Record Date, divided by (ii) the aggregate principal amount of Notes held by all
Noteholders as at the Distribution Record Date.
“Noteholder Support Agreement” means the support agreement (including all schedules attached thereto) among
SES, Source LP, Source Holdings and the Noteholders party thereto dated October 7, 2020, as it may be amended,
modified and/or supplemented from time to time.
“Noteholder VIEF” means the Noteholder voting information and election form.
“Noteholders” means registered holders of Notes or the beneficial owners of Notes, or both, as the context requires.
“Noteholders Arrangement Resolution” means the resolution of the Noteholders relating to the Arrangement to be
considered at the Noteholders Meeting, substantially in the form attached as Appendix C to the Information Circular.
“Noteholders Meeting” means the meeting of the Noteholders called and held pursuant to the Interim Order for the
purpose of considering and voting on the Noteholders Arrangement Resolution and to consider such other matters as
may properly come before such meeting and includes any adjournment(s) or postponement(s) of such meeting.
“Notes” means the 10.5% senior secured first lien notes due 2021 issued by the Notes Issuers pursuant to the Notes
Indenture.
“Notes Documents” means (i) the Notes Indenture, (ii) the Notes, (iii) each Notes Guarantee, (iv) the Collateral
Agency Agreement dated December 8, 2016, (v) each security agreement and mortgage securing obligations under,
or in respect of, any of the foregoing, and (vi) all other documentation related to the foregoing.
“Notes Guarantee” has the meaning given to such term in the Notes Indenture.
“Notes Indenture” means the indenture dated December 8, 2016 between Source LP, Source Holdings, and the Notes
Trustee, as amended modified or supplemented from time to time.
“Notes Issuers” means the issuers of the Notes.
“Notes Trustee” means Computershare Trust Company of Canada, in its capacity as notes trustee and collateral agent
under the Notes Indenture.
“Notices of Meeting” means, collectively, the Noteholders Notice and the Shareholders Notice.
“OPEC” means the Organization of Petroleum Exporting Countries.
“Opinions” has the meaning ascribed thereto under the heading “Background to and Reasons for the Recapitalization
Transaction – National Bank Opinions”.
“Order” means any order entered by the Court in the CBCA Proceedings.
“Person” means an individual, a corporation, a partnership, a limited liability company, organization, trustee,
executor, administrator, a trust, an unincorporated association, a Governmental Entity or any agency, instrumentality
or political subdivision of a Governmental Entity, or any other entity or body.
“Plan” means the plan of arrangement in the form and content of Appendix A to this Information Circular and any
amendments, modifications or supplements thereto made in accordance with the terms thereof.
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“Post-Consolidation Common Shares” means the issued and outstanding common shares in the capital of SES
following the Share Consolidation.
“Pre-Consolidation Common Shares” means the issued and outstanding common shares in the capital of SES prior
to the Share Consolidation.
“Proxy, Information and Exchange Agent” means Kingsdale Advisors.
“PSUs” means all performance share units issued pursuant to the LTIP.
“PUC” has the meaning ascribed thereto under the heading “Certain Canadian Federal Income Tax Considerations”.
“RDSP” has the meaning ascribed thereto under the heading “Certain Canadian Federal Income Tax Considerations
– Holders Resident in Canada – Eligibility for Investment”.
“Recapitalization Transaction” means, collectively, (i) the transactions contemplated by the Plan, (ii) the Share
Consolidation, and (iii) the Stated Capital Reduction.
“Record Date” means 5:00 p.m. (Mountain Time) on October 29, 2020.
“Registered” means, in reference to a Noteholder, a holder whose Notes are registered in its name.
“Regulation S” means Regulation S as promulgated by the SEC under the 1933 Act.
“Regulations” has the meaning ascribed thereto under the heading “Certain Canadian Federal Income Tax
Considerations”.
“Released Claims” means collectively, the matters that are subject to release and discharge pursuant to the Plan.
“Released Parties” means, collectively, (i) the Applicants, (ii) each affiliate or subsidiary of an Applicant, (iii) the
Consenting Noteholders, (iv) the Shareholders, (v) the Proxy, Information and Exchange Agent, and (vi) each of the
foregoing Persons’ respective current and former officers, directors, principals, members, affiliates, limited partners,
general partners, managed accounts or funds, fund advisors, employees, financial and other advisors, legal counsel
and agents, each in their capacity as such.
“RESP” has the meaning ascribed thereto under the heading “Certain Canadian Federal Income Tax Considerations
– Holders Resident in Canada – Eligibility for Investment”.
“RRIF” has the meaning ascribed thereto under the heading “Certain Canadian Federal Income Tax Considerations
– Holders Resident in Canada – Eligibility for Investment”.
“RRSP” has the meaning ascribed thereto under the heading “Certain Canadian Federal Income Tax Considerations
– Holders Resident in Canada – Eligibility for Investment”.
“RSUs” means the restricted share units issued pursuant to the LTIP.
“SEC” means the United States Securities and Exchange Commission.
“SEDAR” has the meaning ascribed thereto under the heading “Documents Incorporated by Reference”.
“SES” means Source Energy Services Ltd.
“Share Consolidation” has the meaning ascribed thereto under the heading “Arrangement Steps”.
“Share Consolidation Resolution” means the special resolution of Shareholders authorizing a share consolidation of
the Common Shares, substantially in the form attached as Appendix D to this Information Circular.
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“Shareholder Support Agreement” means the support agreement (including all schedules attached thereto) among
SES, and each of the Supporting Shareholders dated October 7, 2020, as it may be amended, modified and/or
supplemented from time to time.
“Shareholders” means collectively, holders of Common Shares.
“Shareholders Arrangement Resolution” means the resolution of the Shareholders relating to the Arrangement to
be considered at the Shareholders Meeting, substantially in the form attached as Appendix E to this Information
Circular.
“Shareholders Meeting” means the annual and special meeting of Shareholders as of the Record Date called and
held virtually pursuant to the Interim Order for the purpose of considering and voting on the Shareholders Arrangement
Resolution and to consider such other matters as may properly come before such meeting and includes any
adjournment(s) or postponement(s) of such meeting.
“Source” or “we” or the “Company” means collectively, SES and its affiliates.
“Source Arrangeco” means 12406365 Canada Inc.
“Source Holdings” means Source Energy Services Canada Holdings Ltd., a corporation governed by the CBCA.
“Source LP” means Source Energy Services Canada LP., a limited partnership governed by the laws of the Province
of Alberta.
“Stated Capital Reduction” has the meaning ascribed thereto under the heading “Description of the Recapitalization
Transaction and Certain Related Matters – Stated Capital Reduction”.
“Superior Proposal” has the meaning ascribed thereto under the heading “Noteholder Support Agreement – Superior
Proposal”.
“Support Agreements” means collectively, the Noteholder Support Agreement and the Shareholder Support
Agreement.
“Supporting Shareholders” means each Shareholder who has executed a Shareholder Support Agreement.
“Tax Act” means the Income Tax Act (Canada), R.S.C. 1985, c. 1 (5th Supp.) and the regulations thereto, as now in
effect and as may be amended from time to time.
“Tax Proposals” has the meaning ascribed thereto under the heading “Certain Canadian Federal Income Tax
Considerations”.
“taxable capital gain” has the meaning ascribed thereto under the heading “Certain Canadian Federal Income Tax
Considerations – Holders Resident in Canada – Taxation of Capital Gains and Capital Losses”.
“TFSA” has the meaning ascribed thereto under the heading “Certain Canadian Federal Income Tax Considerations
– Holders Resident in Canada – Eligibility for Investment”.
“Transfer Agent” means Computershare Trust Company of Canada, in its capacity as transfer agent under the Plan.
“Treasury Regulations” means the U.S. Treasury Regulations promulgated under the Code.
“TriWest IV” means collectively TriWest IV Canada Fund LP, TriWest IV US Fund LP, SES Canada LP, SES
Canada 2 LP and SES Canada 3 LP.
“TSX” means the Toronto Stock Exchange.
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“TSX Approval Matter” has the meaning ascribed thereto under the heading “Voting Requirements – Shareholders
Meeting”.
“Units” means the units of SES Sand Holdings (US) LP.
“U.S.” or “United States” means the “United States” as defined in Regulation S.
“U.S. GAAP” has the meaning ascribed thereto under the heading “Reporting Currencies and Accounting Principles”.
“U.S. Securities Laws” means, collectively, the 1933 Act, 1934 Act and the rules and regulations of the SEC.
“Voting Deadline” means 5:00 p.m. (Mountain Time) on November 23, 2020 or such later date as may be agreed by
the Applicants, in consultation with the Initial Consenting Noteholders in the event that the Meetings are postponed
or adjourned.
“WCSB” means the Western Canadian Sedimentary Basin.
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SOURCE ENERGY SERVICES LTD.
NOTICE OF MEETING OF NOTEHOLDERS
NOTICE IS HEREBY GIVEN that, pursuant to an order (the “Interim Order”) of the Court of Queen’s Bench of
Alberta (the “Court”) dated October 26, 2020, a meeting (the “Noteholders Meeting”) of holders (each, a
“Noteholder”) of the existing 10.5% senior secured first lien notes due December 15, 2021 (the “Notes”) issued by
Source Energy Services Canada LP (“Source LP”) and Source Energy Services Canada Holdings Ltd. (together with
Source LP, the “Issuers”) under the indenture dated as of December 8, 2016 (as amended), will be held virtually via
live audio or video webcast, available online using the LUMI meeting platform at
https://web.lumiagm.com/252374236 (password, “ses2020”), on November 25, 2020 at 11:00 a.m.(Mountain Time)
for the following purposes:
1.

to consider and, if deemed advisable, to pass, with or without variation, a special resolution (the
“Noteholders Arrangement Resolution”), the full text of which is set out in Appendix C to the
accompanying management information circular dated November 2, 2020 (the “Information Circular”),
approving an arrangement (the “Arrangement”) pursuant to Section 192 of the Canada Business
Corporations Act, which Arrangement is more particularly described in the Information Circular; and

2.

to transact such further and other business as may properly come before the Noteholders Meeting or the
reconvening of any adjournment or postponement thereof.

AND NOTICE IS HEREBY GIVEN that the Court has been advised that its order approving the Arrangement, if
granted, will constitute the basis for an exemption from the registration requirements of the United States Securities
Act of 1933, as amended, as provided by Section 3(a)(10) thereof, with respect to the issuance of certain New Common
Shares and New Secured Notes (as each such term is defined in the accompanying Information Circular) to be issued
pursuant to the Arrangement.
Additional information on the above matters can be found in the Information Circular.
The record date for entitlement to notice of the Noteholders Meeting has been set by the Court as of October 29, 2020
(the “Record Date”). Noteholders entitled to vote at the Noteholders Meeting will be entitled to one vote for each
$1,000 principal amount of Notes owed to such Noteholder as of 5:00 p.m. (Mountain Time) on the Record Date in
respect of the Noteholders Arrangement Resolution and any other matters to be considered at the Noteholders Meeting.
Subject to any further Order of the Court, the Court has set the quorum for the Noteholders Meeting at two or more
Persons entitled to vote at the Noteholders Meeting.
The Information Circular, this notice, and the Noteholder VIEF (collectively, the “Noteholder Meeting Package”)
are being distributed to Noteholders as at the Record Date and are available online under the Company’s profile on
SEDAR at www.sedar.com. Noteholders are reminded to review the Noteholder Meeting Package before voting.
If you receive these materials through your broker, custodian, investment dealer, nominee, bank, trust
company or other intermediary (an “Intermediary”), you should follow the instructions provided by such
Intermediary in order to vote your Notes and receive certain consideration described in the Information
Circular (if applicable).
All Noteholders are requested to vote in accordance with the instructions provided on the Noteholder VIEF. In order
to cast a vote at the Noteholders Meeting, beneficial holders of the Notes must submit to their respective Intermediaries
at or prior to 5:00 p.m. (Mountain Time) on November 23, 2020, or such later date as may be agreed by Source, in
consultation with the Initial Consenting Noteholders (as such term is defined in the Information Circular) in the event
that the Noteholders Meeting is postponed or adjourned (the “Voting Deadline”) or such earlier deadline as an
Intermediary may advise the applicable beneficial holder, their duly completed Noteholder VIEF (or such other
documentation or information as the Intermediary may customarily request for purposes of obtaining voting and
election instructions), following which Intermediaries shall enter such voting and election instructions to CDS’ CDSX
system.
Noteholders that vote in favour of the Plan and submit their early consent election as set forth in the Information
Circular, or otherwise support the Plan in a manner acceptable to the Company, by 5:00 p.m. (Mountain Time) on
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November 18, 2020, or such later date as Source may determine, in consultation with the Initial Consenting
Noteholders (the “Early Consent Date”), will be entitled to receive their Consenting Noteholder Pro Rata Share of
the Early Consent Notes Pool in addition to the other consideration provided to Noteholders under the Plan.
Noteholders may attend the Noteholders Meeting or may appoint another person as proxyholder. The Noteholder
proxy form nominates Bradley J. Thomson, Chief Executive Officer of Source or Derren Newell, Chief Financial
Officer of Source with full power of substitution as proxyholders. A Noteholder may appoint another person as his,
her or its proxyholder by contacting Kingsdale Advisors and following the instructions as provided. Noteholders are
advised to contact Kingsdale Advisors well in advance of the proxy cut-off to ensure they will be able to validly
appoint a proxyholder to attend the Meeting. Noteholders requiring assistance should contact the Proxy, Information
and Exchange Agent by: (i) telephone, toll-free in North America at 1-800-749-9890 or at 416-867-2272 outside of
North America; or (ii) e-mail to contactus@kingsdaleadvisors.com. Persons appointed as proxyholders need not be
Noteholders.
Subject to any further Order of the Court, the Noteholders Arrangement Resolution must be passed by at least twothirds (66⅔%) of the votes cast by the Noteholders entitled to vote and present or represented by proxy at the
Noteholders Meeting, voting together as a single class, at the Noteholders Meeting. The implementation of the
Arrangement is subject to, among other things, the approval of the Arrangement by the Shareholders at a separate
meeting, other approvals as may be required by the Court and the TSX, any applicable regulatory approvals, the
approval of the Plan by the Court and the satisfaction or waiver of other applicable conditions to the Arrangement.
The hearing to consider Court approval of the Arrangement is scheduled to be heard by the Court at 9:00 a.m.
(Mountain Time) on November 27, 2020.
BY ORDER OF THE BOARD OF DIRECTORS
/s/ “Bradley J. Thomson”
Bradley J. Thomson
Chief Executive Officer and Director
November 2, 2020
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SOURCE ENERGY SERVICES LTD.
NOTICE OF ANNUAL AND SPECIAL MEETING OF SHAREHOLDERS
NOTICE IS HEREBY GIVEN that, pursuant to an order (the “Interim Order”) of the Court of Queen’s Bench of
Alberta (the “Court”) dated October 26, 2020, an annual and special meeting (the “Shareholders Meeting”) of the
holders (the “Shareholders”) of the common shares (the “Common Shares”) of Source Energy Services Ltd. (“SES”)
will be held virtually via live audio or video webcast, available online using the LUMI meeting platform at
https://web.lumiagm.com/210232317 (password “ses202”), on November 25, 2020 at 11:30 a.m. (Mountain Time)
for the following purposes:
(a)

to consider and, if deemed advisable, to pass, with or without variation, a special resolution
(the “Shareholders Arrangement Resolution”) approving an arrangement (the “Arrangement”)
pursuant to Section 192 of the CBCA, which Arrangement is more particularly described in the
Information Circular;

(b)

to consider and, if deemed advisable, to pass, with or without variation, a special resolution (the
“Share Consolidation Resolution”) authorizing a share consolidation of the Common Shares as
more particularly described in the Information Circular;

(c)

to consider and, if deemed advisable, to pass with or without variation, a special resolution (the
“Stated Capital Reduction Resolution”) authorizing a reduction of the stated capital of the
Common Shares, as more particularly described in the Information Circular;

(d)

to consider and, if deemed advisable, to pass, with or without variation, an ordinary resolution (the
“TSX Resolution” and together with the Shareholders Arrangement Resolution, the Share
Consolidation Resolution and the Stated Capital Reduction Resolution, the “Special Meeting
Resolutions”) approving the issuance of certain new securities of the Company, as more particularly
described in the Information Circular;

(e)

to receive the financial statements of SES for the year ended December 31, 2019, including the
auditor’s report thereon;

(f)

to fix the number of directors of SES (the “Directors”) to be elected at the Shareholders Meeting at
seven (7);

(g)

to elect the Directors of SES;

(h)

to re-appoint the auditor of SES for the ensuing year and authorize the Directors to fix the
remuneration to be paid to the auditor; and

(i)

to transact such further and other business as may properly come before the Shareholders Meeting
or the reconvening of any adjournment or postponement thereof.

The full text of the resolutions set out in paragraphs 1 through 3 above are set forth in Appendices D, C, and E to the
Information Circular, respectively.
Capitalized terms used herein, and not otherwise defined, have the meanings set forth in the Information Circular.
SES reserves the right, in its sole discretion, to withdraw the Shareholders Arrangement Resolution and any of the
Special Meeting Resolutions from being put before the Shareholders Meeting. Pursuant to the Interim Order, Source
may seek Court approval of the Arrangement whether or not the Shareholders Arrangement Resolution is passed by
Shareholders at the Shareholders Meeting and whether or not the Shareholders Meeting is held.
Additional information on the above matters can be found in the Information Circular.
The record date for entitlement to notice of the Shareholders Meeting is October 29, 2020 (the “Record Date”). At
the Shareholders Meeting, each Shareholder as of 5:00 p.m. (Mountain Time) on the Record Date will have one vote
for each Share held as at the Record Date.
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Subject to any further order of the Court, the Court has set the quorum for the Shareholders Meeting with respect to
the Shareholders Arrangement Resolution at two or more persons entitled to vote and present or represented by proxy
at the Shareholders Meeting.
The Information Circular, this notice, the form of Shareholder proxy, the form of shareholder voting instruction form
and a letter of transmittal (collectively, the “Shareholder Meeting Package”) are being mailed to Shareholders of
record as at the Record Date and are available online under the Company’s profile on SEDAR at www.sedar.com.
Shareholders are reminded to review the Shareholder Meeting Package before voting.
If you receive these materials through your broker, custodian, investment dealer, nominee, bank, trust
company or other intermediary (an “Intermediary”), you should follow the instructions provided by such
Intermediary in order to vote your Common Shares.
All Shareholders are requested to vote in accordance with the instructions provided on the appropriate proxy or voting
instruction form, as applicable, using one of the available methods. In order to be effective, proxies and voting
instruction forms must be received by the Company’s transfer agent at or prior to 5:00 p.m. (Mountain Time) on
November 23, 2020 or such later date as may be agreed by SES, in consultation with the Initial Consenting Noteholders
in the event that the Shareholders Meeting is postponed or adjourned (the “Voting Deadline”) or such earlier deadline
as an Intermediary may advise the applicable beneficial holder.
Registered holders of Common Shares can submit their proxy (i) by mail using the enclosed return envelope or one
addressed to Computershare Trust Company of Canada, Proxy Department, 135 West Beaver Creek, P.O. Box 300,
Richmond Hill, Ontario, L4B 4R5; (ii) by hand delivery to Computershare Trust Company of Canada, 8th Floor,
100 University Avenue, Toronto, Ontario, M5J 2Y1; or (iii) by facsimile to (416) 263- 9524 or 1-866-249-7775. If you
vote through the internet, you may also appoint another person to be your proxyholder. Please go to
www.investorvote.com and follow the instructions. You will require your 15-digit control number found on your proxy
form.
If you receive more than one proxy form because you own Common Shares registered in different names or addresses,
each proxy form should be completed and returned.
If you receive these materials through an Intermediary, please complete and sign the materials in accordance with the
instructions provided to you by such Intermediary.
Registered holders of Common Shares may attend the Shareholders Meeting or may appoint another person as
proxyholder. The form of proxy accompanying the Information Circular nominates Bradley J. Thomson, Chief
Executive Officer of Source, or Derren Newell, Chief Financial Officer of Source, with full power of substitution as
proxyholders. A Shareholder may appoint another person as its proxyholder by inserting the name of such person in
the space provided in the form of proxy, or by completing another valid form of proxy. Persons appointed as
proxyholders need not be Shareholders.
The vote required to pass each of the Shareholders Arrangement Resolution, the Stated Capital Reduction Resolution
and the Share Consolidation Resolution, is at least two-thirds (66⅔%) of the votes cast by the Shareholders entitled
to vote on such resolution and present or represented by proxy at the Shareholders Meeting. All other annual matters
must be approved by a majority of the votes cast by the Shareholders represented by proxy at the Shareholders Meeting
and entitled to vote on each such resolution.
The TSX regulates the issuance of listed securities, such as the issuance of new shares by the Company. The TSX will
require securityholder approval in a number of instances, including (i) where the issuance of listed securities would
exceed 25% of the issued and outstanding securities and the price per security is less than the market price, and (ii)
where the price per listed security is lower than the discount to the market price permitted by the TSX (the “TSX
Approval Matter”). Such approval is required under Section 607(e) and Section 607(g)(i) of the TSX Company
Manual as the number of New Common Shares will exceed 25% of the Company’s currently issued and outstanding
Common Shares and the issue price will exceed the discount permitted by the TSX Company Manual. The policies of
the TSX require that this resolution must be approved by a simple majority of the votes cast by Shareholders
represented by proxy and voted at the Shareholders Meeting, excluding those Shareholders that hold Notes. Based on
the holdings information provided pursuant to the Support Agreements, the Initial Consenting Noteholders hold or
control 297,545 Common Shares, representing approximately 0.50% of the currently issued and outstanding Common
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Shares, which will be excluded, along with all other Common Shares held by Noteholders, for the purposes of
calculating Shareholder approval with respect to the TSX Approval Matter.
The implementation of the Arrangement is subject to, among other things, the approval of the Arrangement by the
Noteholders at a separate meeting, other approvals as may be required by the Court and the TSX, any applicable
regulatory approvals, the approval of the Court and the satisfaction or waiver of other applicable conditions to the
Arrangement. The hearing to consider Court approval of the Arrangement is scheduled to be heard by the Court at
9:00 a.m. (Mountain Time) on November 27, 2020. Pursuant to the Interim Order, Source may seek Court approval
of the Arrangement whether or not the Arrangement is approved by Shareholders at the Shareholders Meeting and
notwithstanding whether the Shareholders Meeting is held.

BY ORDER OF THE BOARD OF DIRECTORS
/s/ “Bradley J. Thomson”
Bradley J. Thomson
Chief Executive Officer and Director
November 2, 2020
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SUMMARY
This summary highlights selected information from this Information Circular to help Noteholders and Shareholders
understand the Recapitalization Transaction. Such parties should read this Information Circular carefully in its entirety
to understand the terms of the Recapitalization Transaction as well as tax and other considerations that may be
important to them in deciding whether to approve the Arrangement and certain related matters. Such parties should
also pay special attention to the “Risk Factors” section of this Information Circular. The following summary is
qualified in its entirety by reference to the detailed information contained or incorporated by reference in this
Information Circular. Capitalized terms used herein, and not otherwise defined, have the meanings set forth under
“Glossary of Terms”.
The Meetings
Pursuant to the Interim Order, Source has called the Noteholders Meeting and the Shareholders Meeting to consider
and, if deemed advisable, to pass, the Noteholders Arrangement Resolution, the Shareholders Arrangement
Resolution, the TSX Resolution, the Stated Capital Reduction Resolution and the Share Consolidation Resolution, as
applicable. At the Shareholders Meeting, Shareholders will also be asked to consider certain annual matters. The
Meetings will be held at the following places, dates and times:

Meeting

Matters to be
Considered as set
forth in

Location

Time & Date

Noteholders Meeting

via live audio or video webcast,
available online using the LUMI
meeting platform at
https://web.lumiagm.com/252374236
(password “ses2020”)

11:00 a.m. (Mountain
Time) on November
25, 2020

Noteholders Notice

Shareholders Meeting

via live audio or video webcast,
available online using the LUMI
meeting platform at
https://web.lumiagm.com/210232317
(password “ses2020”)

11:30 a.m. (Mountain
Time) on November
25, 2020

Shareholders Notice

Subject to any further Order of the Court, pursuant to the Interim Order quorum at the Noteholders Meeting and the
Shareholders Meeting shall be two or more persons entitled to vote at such Meeting in person or represented by Proxy.
Voting at the Meetings
Subject to any further Order of the Court, pursuant to the Interim Order, those persons who are Noteholders on the
Record Date are entitled to attend and vote at the Noteholders Meeting. Noteholders entitled to vote at the Noteholders
Meeting will be entitled to one vote for each $1,000 principal amount of Notes owed to such Noteholder as of the
Record Date in respect of the Noteholders Arrangement Resolution and any other matters to be considered at the
Noteholders Meeting.
Registered Shareholders as of the Record Date are entitled to vote at the Shareholders Meeting. Shareholders will be
entitled to one vote for each Share held as at the Record Date.
See “Entitlement to Vote and Attend” and “Non-Registered Holders”.
Securityholder Approvals
Subject to any further Order of the Court, the Noteholders Arrangement Resolution must be passed by at least twothirds (66⅔%) of the votes cast by the Noteholders entitled to vote at the Noteholders Arrangement Resolution and
present or represented by proxy at the Noteholders Meeting.
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The vote required to pass the Shareholders Arrangement Resolution, the Stated Capital Reduction Resolution and the
Share Consolidation Resolution pursuant to the ABCA, is at least two-thirds (66⅔%) of the votes cast by the
Shareholders entitled to vote on such resolutions and present or represented by proxy at the Shareholders Meeting.
The vote required to pass the TSX Resolution is a simple majority of the votes cast by Shareholders present or
represented by proxy at the Shareholders Meeting, excluding those Shareholders that hold Notes.
The Recapitalization Transaction is supported by Initial Consenting Noteholders holding approximately 74% of the
outstanding principal amount of the Notes, and Supporting Shareholders holding, directly or indirectly, 28,258,678 of
the issued and outstanding Common Shares. The Consenting Noteholders and Supporting Shareholders who have
entered into the applicable Support Agreement with the Company pursuant to which they have agreed, among other
things and subject to the terms of the applicable Support Agreement, to vote in favour of the Arrangement.
See “Voting Requirements”, “Noteholder Support Agreement” and “Shareholder Support Agreement”.
Required Approval for the Arrangement
The Arrangement requires approval by the Court. Prior to the mailing of this Information Circular, Source obtained
the Interim Order providing for the calling and holding of the Meetings and other procedural matters. A copy of the
Interim Order is attached hereto as Appendix G and forms part of this Information Circular. The Originating
Application is attached hereto as Appendix H and forms part of this Information Circular.
The hearing in respect of the Final Order is currently scheduled to take place at 9:00 a.m. (Mountain Time) on
November 27, 2020. Pursuant to the Interim Order and subject to any further Order of the Court, the only persons
entitled to appear and be heard at such hearing shall be the Applicants, the CBCA Director, the Noteholders, the
Shareholders, the Notes Trustee, and any person who filed a Notice of Appearance in accordance with the Originating
Application, the Interim Order and the Rules of Civil Procedure, as well as their respective legal counsel.
At the hearing for the Final Order, the Court will consider, among other things, the procedural and substantive fairness
and reasonableness of the Arrangement and the approval of: (i) the Noteholders Arrangement Resolution by the
Noteholders at the Noteholders Meeting, and (ii) the Shareholders Arrangement Resolution by the Shareholders at the
Shareholders Meeting. Pursuant to the Interim Order, Source may seek the Final Order even if the Shareholders
Arrangement Resolution is not approved by the Shareholders at the Shareholders Meeting. The Interim Order does
not provide for any dissent rights with respect to the Shareholders Arrangement Resolution.
The Court may approve the Arrangement in any manner the Court may direct, subject to compliance with such terms
and conditions, if any, as the Court deems fit.
See “Description of the Recapitalization Transaction and Certain Related Matters – Required Approvals for the
Arrangement”.
Description of the Recapitalization Transaction
Class B Shares Conversion
On October 22, 2020, TriWest exchanged all of the outstanding Class B Shares into Common Shares on a one-forone basis pursuant to the Exchange Agreement.
Share Consolidation
Immediately prior to the Effective Time of the Plan, the Common Shares shall be consolidated on the basis of one
Post-Consolidation Common Share for every twelve Pre-Consolidation Common Shares. Any fractional interests in
the Pre-Consolidation Common Shares will, without any further act or formality, be cancelled without payment of any
consideration therefor. Notwithstanding any provision of the ABCA or CBCA, immediately following the completion
of the Share Consolidation, the stated capital of the Common Shares shall be equal to the stated capital of the Common
Shares immediately prior to the Share Consolidation. No fractional Common Shares will be issued in connection with
the Share Consolidation and, in the event that a Shareholder would otherwise be entitled to receive a fractional
Common Share upon the Share Consolidation, such fraction will be rounded down to the nearest whole number of
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Common Shares. No compensation will be issued to Shareholders as a result of rounding down. No cash shall be paid
for fractional shares. Any holder of 11 or fewer Common Shares prior to the date of the Share Consolidation will not
receive any Common Shares as a result of the Share Consolidation.
See “Description of the Recapitalization Transaction and Certain Related Matters – Share Consolidation”.
Stated Capital Reduction
Subject to Shareholder approval, prior to the hearing for the Final Order, it is anticipated that SES will reduce the
stated capital account of its Common Shares to $10,000,000, without any payment thereon, by way of Board resolution
(the “Stated Capital Reduction”).
See “Description of the Recapitalization Transaction and Certain Related Matters – Stated Capital Reduction”.
Notes Exchange
The Plan contemplates a series of steps culminating in a realignment of Source’s capital structure. Pursuant to the
Plan, the Notes, in the aggregate principal amount of approximately $157,710,000, plus accrued and unpaid interest,
will be exchanged for (i) New Secured Notes in the principal amount of $133,279,775 and (ii) New Common Shares
representing approximately 62.5% of the Common Shares outstanding on a fully diluted basis, immediately following
the implementation of the Recapitalization Transaction.
For further clarity, each Noteholder will receive for its exchange of Notes and accrued interest (i) its Pro Rata Share
of the New Secured Notes Pool and (ii) its Pro Rata Share of the New Common Share Pool (the “Noteholder
Exchange Consideration”). As such, the Noteholder Exchange Consideration cannot provide or specify the amount
of the exchange which is to be associated with the principal amount of Notes or the accrued and unpaid interest on the
Notes.
In addition, each Consenting Noteholder will be entitled to receive its Consenting Noteholder Pro Rata Share of Early
Consent Notes Pool, consisting of New Secured Notes in an aggregate principal amount equal to all accrued and
unpaid interest on the Notes from June 16, 2020 to and including the Effective Date.
The New Secured Notes will be issued by the New Secured Notes Issuers on the Effective Date pursuant to the New
Secured Notes Indenture, and will include the following key terms: (i) a maturity date of March 15, 2025, (ii) quarterly
interest payments on February 15, May 15, August 15 and November 15 at an annual interest rate of 10.5% for cash
interest payments and 12.5% for interest paid-in-kind; (iii) the option for the New Secured Note Issuers to pay interest
in kind through the issuance of the New Secured Notes in respect of any quarterly interest payment due on or before
February 15, 2022, (iv) provisions requiring the repayment of the New Secured Notes with excess cash flow, (v) a
first-ranking security interest in all Note Priority Collateral and a security interest in Bank Priority Collateral ranking
immediately subordinate to all obligations under the Amended Credit Facility and all obligations under the BDC
Facility up to a maximum principal amount of $20 million, plus payment in kind interest, (vi) a cash sweep mechanism
pursuant to which 50% of the amount, if any, by which the Company’s excess cash flow (determined by reference to
a specific formula) for each fiscal year commencing with the fiscal year ending December 31, 2021 exceeds
$10,000,000 shall be used to repay the outstanding principal and interest obligations under the New Secured Notes,
(vii) mandatory offer to purchase at 101% upon a change of control, (viii) restrictions on lease expenditures, capital
expenditures, permitted liens, parri passu indebtedness, additional indebtedness, permitted investments, asset sales
and restricted payments, and (ix) such other terms and conditions as agreed to by the Applicants and the Majority
Initial Consenting Noteholders, each acting reasonably.
See “Description of the Recapitalization Transaction and Certain Related Matters – Notes Exchange”.
Treatment of Shareholders
Pursuant to the Recapitalization Transaction, Shareholders will retain their Common Shares, subject to the Share
Consolidation, the rounding down of fractional Common Shares and the dilution resulting from the issuance of New
Common Shares pursuant to the Recapitalization Transaction, such that the existing Common Shares will represent
approximately 37.5% of the issued and outstanding Common Shares on a fully-diluted basis immediately following
the implementation of the Recapitalization Transaction.
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See “Description of the Recapitalization Transaction and Certain Related Matters – Treatment of Shareholders”.
U.S. Noteholders and Transfer Restrictions
The New Common Shares and New Secured Notes have not been and will not be registered under the 1933 Act, or
the securities laws of any state of the United States, and may not be offered or sold within the United States except
pursuant to an exemption from the registration requirements of the 1933 Act. See “Certain Regulatory and Other
Matters Relating to the Recapitalization Transaction – United States”.
Releases and Waivers
The Plan and Final Order include releases in connection with the implementation of the Recapitalization Transaction
in favour of the Released Parties and the waiver of any defaults, events of default, accelerations or change of control
rights arising on or prior to the implementation of the Plan in connection with, among other things, the Notes, the
Arrangement, and the CBCA proceedings.
See “Description of the Recapitalization Transaction and Certain Related Matters – Releases and Waivers”.
Conditions Precedent to Implementation of the Plan
The implementation of the Plan is conditional upon the fulfilment, satisfaction or waiver of a number of conditions
precedent.
See “Conditions Precedent to Implementation of the Plan of Arrangement”.
Background to and Reasons for the Recapitalization Transaction
The Information Circular contains a summary of events leading up to the development of the Recapitalization
Transaction and the execution of the Support Agreements.
See “Background to and Reasons for the Recapitalization Transaction”.
National Bank Opinions
National Bank has provided the Independent Committee with the Fairness Opinion and the CBCA Opinion
(collectively, the “Opinions”). Copies of the Opinions are attached as Appendix I to this Information Circular.
In the Opinions, National Bank concludes that, subject to the scope of review, assumptions and limitations set forth
in its opinions: (i) the Recapitalization Transaction, if implemented, is fair, from a financial point of view, to the
Company, and (ii) the Recapitalization Transaction, if implemented, is fair, from a financial point of view, to the
Noteholders and the Shareholders.
The Opinions describe the scope of the review undertaken by National Bank, the assumptions made by National Bank,
the limitations on the use of the Opinions, and the basis of National Bank’s fairness analysis for the purposes of the
Opinions, among other matters. The summary of the Opinions set forth in this Information Circular is qualified in its
entirety by reference to the full text of the Opinions. National Bank has provided its written consent to the inclusion
of the Opinions in this Information Circular.
See “Background to and Reasons for the Recapitalization Transaction – National Bank Opinions”.
Recommendation of the Board of Directors
After carefully considering the Company’s current circumstances (including the Company’s current capital structure
and financial position, the ongoing challenges in the Western Canadian oil and natural gas industry, the Company’s
cash interest obligations and the upcoming maturities under the Notes and the Credit Facility, and the Company’s
liquidity requirements and ability to remain in compliance with the Credit Facility and the Notes), receiving
independent legal and financial advice (including the Opinions), engaging in extensive discussions with the
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Company’s key stakeholders, including the Noteholder Committee and the Lenders, and weighing all of the relative
benefits and risks of all reasonably available alternatives (including the status quo), the Independent Committee and
the Board unanimously determined that the proposed Recapitalization Transaction is the best available option to
address the current liquidity challenges facing the Company, preserve value for all stakeholders, and provide Source
with a stronger long-term capital structure that will allow it to capitalize on its industry-leading position when market
and industry conditions begin to improve, and approved the Plan and the Recapitalization Transaction contemplated
thereby.
In reaching their determinations and recommendations, the Independent Committee and the Board considered various
factors summarized in the section entitled “Background to and Reasons for the Recapitalization Transaction”.
The Board unanimously recommends that the Noteholders and Shareholders support and VOTE FOR the
Recapitalization Transaction.
Support Agreements
In connection with the proposed Recapitalization Transaction, on October 7, 2020, the Company entered into (i) the
Noteholder Support Agreement with the Initial Consenting Noteholders, collectively holding approximately 74% of
the outstanding principal amount of the Notes (based on holdings of Notes disclosed to the Company in the Noteholder
Support Agreement), and (ii) the Shareholder Support Agreement with the Supporting Shareholders holding, directly
or indirectly, 28,258,678 of the issued and outstanding Common Shares (based on holdings of Common Shares
disclosed to the Company in the Shareholder Support Agreement). Pursuant to the Support Agreement, the Majority
Initial Consenting Noteholders and the Supporting Shareholders have agreed to, among other things, support the
Recapitalization Transaction and vote in favour of the Plan, subject to the terms of the applicable Support Agreement.
For a summary of the Support Agreements, see “Noteholder Support Agreement” and “Shareholder Support
Agreement”.
TSX Approval Matter
Pursuant to the Plan, a total of 8,465,678 Post-Consolidation Common Shares, subject to adjustment in accordance
with the Plan, representing approximately 62.5% of the aggregate issued and outstanding Common Shares
immediately following the implementation of the Recapitalization Transaction, are expected to be issued to
Noteholders. Shareholders will retain their Common Shares, subject to the Share Consolidation, the rounding down
of fractional Common Shares and the dilution resulting from the issuance of New Common Shares pursuant to the
Recapitalization Transaction, such that the existing Common Shares will represent approximately 37.5% of the issued
and outstanding Common Shares, on a fully-diluted basis, immediately following the implementation of the
Recapitalization Transaction.
As of October 22, 2020, the Company has 60,952,885 issued and outstanding Common Shares. The Recapitalization
Transaction will increase the currently issued and outstanding Common Shares equivalent to 162,541,027 PreConsolidation Common Shares, representing an increase of approximately 166.67%.
After completion of the Recapitalization Transaction, Mackenzie Investments is expected to own approximately
2,060,924 Post-Consolidation Common Shares (equivalent to 24,731,088 Pre-Consolidation Common Shares),
representing approximately 15.22% of the outstanding Common Shares and TriWest Capital Partners is expected to
own approximately 1,389,778 Post-Consolidation Common Shares (equivalent to 16,677,345 Pre- Consolidation
Common Shares), representing approximately 10.26% of the outstanding Common Shares. See “Source After the
Recapitalization Transaction – Principal Shareholders”.
The TSX regulates the issuance of listed securities, such as the issuance of new shares by the Company. The TSX will
require securityholder approval in a number of instances, including (i) where the issuance of listed securities would
exceed 25% of the issued and outstanding securities and the price per security is less than the market price, and (ii)
where the price per listed security is lower than the discount to the market price permitted by the TSX. Such approval
is required under Section 607(e) and Section 607(g)(i) of the TSX Company Manual as the number of New Common
Shares will exceed 25% of the Company’s currently issued and outstanding Common Shares and the issue price will
exceed the discount permitted by the TSX Company Manual. The policies of the TSX require that this resolution must
be approved by a simple majority of the votes cast by Shareholders present or represented by proxy and voted at the
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Shareholders Meeting, excluding those Shareholders that hold Notes. Based on the holdings information provided
pursuant to the Support Agreements, the Initial Consenting Noteholders hold or control 297,545 Common Shares,
representing approximately 0.50% of the currently issued and outstanding Common Shares, which will be excluded,
along with all other Common Shares held by Noteholders, for the purposes of calculating Shareholder approval with
respect to the TSX Approval Matter.
Income Tax Considerations
Canadian Income Tax Considerations
For a detailed description of the Canadian income tax consequences resulting from the Recapitalization Transaction,
please refer to “Income Tax Considerations – Certain Canadian Federal Income Tax Considerations”.
United States Income Tax Considerations
For a detailed description of the United States income tax considerations resulting from the Exchanges, please refer
to “Income Tax Considerations – Certain United States Federal Income Tax Considerations”.
Risk Factors
Noteholders and Shareholders should carefully consider the risk factors concerning the Recapitalization Transaction,
non-implementation of the Recapitalization Transaction, the New Secured Notes, the New Common Shares and the
business of Source, as well as tax risks and other related matters, described under “Risk Factors”.
Questions and Other Assistance
If you are a Shareholder or Noteholder and you have any questions about the information contained in this Information
Circular or require assistance in completing your form of proxy or Noteholder VIEF, please contact our Proxy,
Information and Exchange Agent, Kingsdale Advisors, using the contact details listed on the back page of this
Information Circular.
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INFORMATION CONCERNING THE MEETINGS
General
This Information Circular is furnished in connection with the solicitation of proxies by and on behalf of management and the
Board. No person has been authorized to give any information or to make any representations in connection with the
Recapitalization Transaction other than those contained in this Information Circular and, if given or made, any such other
information or representation should be considered as not having been authorized.
Meetings
Meeting

Location

Time & Date

Matters to be
Considered as set forth
in

Noteholders Meeting

via live audio or video webcast,
available online using the LUMI
meeting platform at
https://web.lumiagm.com/252374236
(password “ses2020”)

11:00 a.m. (Mountain
Time) on November 25,
2020

Noteholders Notice

Shareholders Meeting

via live audio or video webcast,
available online using the LUMI
meeting platform at
https://web.lumiagm.com/210232317
(password “ses2020”)

11:30 a.m. (Mountain
Time). on November 25,
2020

Shareholders Notice

Due to the impact of COVID-19 and the need to protect the health and welfare of the Company’s securityholders, employees
and other stakeholders, the Company received exemptive relief under the Interim Order from the requirement that it hold an
annual general meeting of shareholders no later than 15 months after the date of its preceding annual general meeting of
shareholders, as set out in Section 132(1) of the ABCA.
In light of the COVID-19 pandemic, the Interim Order provides that the Company is authorized to hold the Meetings by means
of a telephone, electronic or other communication facility.
Solicitation of Proxies
The Company’s management and the Board are soliciting proxies for use at the Meetings. Proxies will be solicited by
mail and may also be solicited personally or by telephone, e-mail or other electronic means by Kingsdale Advisors, the
Proxy, Information and Exchange Agent, and by the directors, officers and/or employees of Source. Directors, officers
and employees of Source involved in the solicitation of proxies will not be specifically remunerated therefor.
Source has designated the individuals named on the enclosed form of proxy, Notices of Meeting, voting instruction form
or request for voting instructions as persons whom Noteholders and Shareholders may appoint as their proxyholders.
If a Shareholder wishes to appoint an individual not named therein to represent such Shareholder at a Meeting that the
Shareholder is entitled to attend, such Shareholder may do so by crossing out the names on the enclosed form and
inserting the name of that other individual in the blank space provided on the enclosed form, or following such other
instructions provided by their Intermediary. They must then register their appointee at
www.computershare.com/sourceenergy before the Voting Deadline. A Noteholder wishing to attend the Meeting or
appoint a proxy should contact the Proxy, Information and Exchange Agent immediately to obtain the relevant form
for appointment, which must be medallion stamped by the applicable Intermediary on the day of the Voting Deadline
and returned to the Proxy, Information and Exchange Agent ahead of the Voting Deadline. The proxyholder for a
Noteholder must contact the Proxy, Information and Exchange Agent at the details set out below to obtain a control
number to vote at the Meetings. A proxyholder need not be a Noteholder or Shareholder. If the Noteholder or
Shareholder is a corporation, its proxy must be executed by a duly authorized officer or properly appointed attorney.
Source has retained Kingsdale Advisors as the Proxy, Information and Exchange Agent to solicit proxies from Noteholders or
Shareholders and provide other related services and has agreed to pay a fixed fee plus a cost-per-call fee for proxy solicitation
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services and certain additional fees for other services provided in connection with the implementation of the Recapitalization
Transaction. A Noteholder or Shareholder with any questions regarding the procedures for voting or making elections, or
completing a proxy form, a voting instruction form, a voting information and election form or other form or request for voting
instructions provided in connection with the Meetings or Arrangement should contact the Proxy, Information and Exchange
Agent, toll-free in North America at 1-800-749-9890 or collect call outside North America at 416-867-2272, or by email at
contactus@kingsdaleadvisors.com.
Source has requested Intermediaries who hold Common Shares or Notes in their names to furnish this Information Circular
and accompanying materials to the Non-Registered Holders and to request authority to deliver a proxy. The Corporation will
reimburse the Intermediaries for the reasonable costs incurred in obtaining authorization to execute forms of proxy from their
Non-Registered Holders.
Appointment of Proxies
The persons named in the enclosed form of proxy, voting instruction form or request for voting instructions provided by
Intermediaries are directors and/or officers of the Company. Each Shareholder and Noteholder has the right to appoint a
person other than the persons designated by Source’s management in the forms of proxy or request for voting
instructions, to represent such party at the applicable Meeting. A Shareholder giving a proxy can strike out the names
of the management designees printed in the accompanying form of proxy and insert the name of another designated
person in the space provided, or the Shareholder may complete another form of proxy appointment or follow such other
instructions provided by their Intermediary. A Noteholder wishing to attend the meeting or appoint a proxy should
contact the Proxy, Information and Exchange Agent immediately to obtain the relevant form for appointment, which
must be medallion stamped by the applicable Intermediary on the day of the Voting Deadline and returned to the Proxy,
Information and Exchange Agent ahead of the Voting Deadline. A proxy designee need not be a Shareholder or
Noteholder of the Company.
Noteholder VIEFs
All Noteholders are requested to vote in accordance with the instructions provided on the form of proxy or Noteholder VIEF,
as applicable. In order to cast a vote at the Noteholders Meeting, beneficial holders of Notes must submit to their respective
Intermediaries at or prior to the Voting Deadline, or such earlier deadline as an Intermediary may advise the applicable
beneficial holder, their duly completed Noteholder VIEF (or such other documentation or information as the Intermediary may
customarily request for purposes of obtaining voting and election instructions), in accordance with the instructions set forth in
the Noteholder VIEF and any instructions provided by your Intermediary. Intermediaries will record all voting and election
instructions received in the CDSX system.
Shareholder Proxies and Voting Instruction Forms
All Shareholders are requested to vote in accordance with the instructions provided on the appropriate proxy or Shareholder
voting instruction form, using one of the available methods. In order to be effective, proxies or voting instruction forms must
be received by the Transfer Agent, prior to the Voting Deadline.
Registered holders of Common Shares can submit their proxy (i) by mail using the enclosed return envelope or one addressed
to Computershare Trust Company of Canada, Proxy Department, 135 West Beaver Creek, P.O. Box 3 0 0 Richmond Hill,
Ontario, L4B 4R5, (ii) by hand delivery to Computershare Trust Company of Canada, 8th Floor, 100 University Avenue,
Toronto, Ontario, M5J 2Y1, or (iii) by facsimile to (416) 263- 9524 or 1-866-249-7775. If you vote through the internet, you may
also appoint another person to be your proxyholder. Please go to www.investorvote.com and follow the instructions. You will
require your 15-digit control number found on your proxy form.
The Company may use the Broadridge QuickVote™ service to assist non-registered Shareholders with voting their Shares over the
telephone. Alternatively, Kingsdale Advisors may contact such non-registered Shareholders to assist them with conveniently voting
their Shares directly over the phone.
If you receive more than one proxy form because you own Common Shares registered in different names or addresses, then
each proxy form should be completed and returned.
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Entitlement to Vote and Attend
Subject to any further Order of the Court, pursuant to the Interim Order, those persons who are Noteholders on the Record Date
are entitled to attend and vote at the Noteholders Meeting. Noteholders entitled to vote at the Noteholders Meeting will be
entitled to one vote for each $1,000 principal amount of Notes owed to such Noteholder as of the Record Date in respect of the
Noteholders Arrangement Resolution and any other matters to be considered at the Noteholders Meeting.
Registered Shareholders as of the Record Date are entitled to attend and vote at the Shareholders Meeting. Shareholders will
be entitled to one vote for each Share held as at the Record Date.
Beneficial Noteholders shall be deemed to transfer their rights to vote on the Noteholders’ Arrangement Resolution, attend the
Noteholders’ Meeting and make the Noteholder instructions associated with their Notes upon any settled transfer of beneficial
ownership of such Notes to any transferee of such Notes or on prior to the Voting Deadline or such earlier date as its
Intermediary may advise, provided that in order for any transferee of such Notes to make its Noteholder instructions in respect
of Early Consent Notes, such transfer must have settled and such transferee must have made its Noteholder instructions in
respect of Early Consent Notes prior to the Early Consent Deadline.
Noteholders as of the Record Date, or those Noteholders who have acquired beneficial ownership of Existing Notes prior to
the Voting Deadline (or such earlier date as their Intermediaries may advise), that in each case have duly appointed themselves
as their proxyholder, or their duly appointed proxyholders, will be entitled to attend the Meeting of Noteholders, submit
questions in writing, and vote, all in real time, online at https://web.lumiagm.com/252374236 (password “ses2020”). Any such
proxyholders must have contacted the Proxy, Information and Exchange Agent in order to obtain the control numbers needed
to vote at the virtual meeting.
See also “How to Attend the Virtual-Only Meeting”.
How to Vote at the Meetings
Noteholders
Noteholders who wish to vote or have a proxyholder vote on their behalf at the Noteholders Meeting may do so by logging in,
or having such proxyholder log in, as applicable, to the Noteholders Meeting using the control number to be obtained by
contacting the Proxy, Information and Exchange Agent and voting by completing an online ballot, as further described below
under “How to Attend the Virtual-Only Meeting”, and following any additional instructions provided at the Noteholders
Meeting. If you are a Noteholder and wish to vote at the Noteholders’ Meeting, or have a proxyholder do so on your behalf,
you MUST insert your own name or the name of your proxyholder, as applicable, in the space provided on your applicable
Noteholder VIEF and have your Intermediary medallion stamp and restrict your VIEF to your principal value of Notes held
and then forward the completed Noteholder VIEF to the Proxy, Information and Exchange Agent on the date of the proxy
deadline. You MUST ALSO register yourself as your proxyholder, or have your chosen proxyholder register themselves, as
applicable, as described below under “How to Appoint a Proxyholder”. By doing so, you are instructing your Intermediary or
the Proxy, Information and Exchange Agent, as applicable, to appoint you or another person as your proxyholder. It is important
that you comply with the signature and return instructions provided by your Intermediary or the Proxy, Information and
Exchange Agent, as applicable. All appointments must be received by the Proxy, Information and Exchange Agent on the
Voting Deadline of November 23, 2020.
Noteholders who wish to vote at the Noteholders Meeting and have not duly appointed themselves as proxyholder, as described
below under “How to Appoint a Proxyholder”, will not be able to obtain a control number and will not be able to vote at the
Noteholders Meeting but will be able to attend the Noteholders Meeting as guests.
Noteholders who wish to appoint a proxyholder (other than the individuals designated by the Corporation on the
Noteholder VIEF) to vote at the Noteholders Meeting will not have their voting instructions executed or tabulated until
the Noteholders Meeting. Accordingly, the voting instructions of such Noteholders will not have been properly delivered
prior to the Early Consent Date and such Noteholders will NOT be eligible to receive Early Consent Notes.
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Shareholders
Registered Shareholders who have voted prior to the Shareholders Meeting need not vote at the Shareholders Meeting to have
such votes counted. Registered Shareholders who wish to vote at the Shareholders Meeting may do so by logging in to the
Shareholders Meeting using the individual control number included on the Shareholder form of proxy distributed to each such
registered Shareholder and voting by completing an online ballot, as further described below under “How to Attend the VirtualOnly Meeting”, and following any additional instructions provided at the Shareholder Meeting.
Non-registered Shareholders who wish to vote at the Shareholders Meeting, or either registered or non-registered Shareholders
wishing to have a proxyholder vote on their behalf, may do so by logging in, or having such proxyholder log in, as applicable,
to the Shareholders Meeting using the control number to be obtained by contacting the Transfer Agent and voting by completing
an online ballot, as further described below under “How to Attend the Virtual-Only Meeting”, and following any additional
instructions provided at the Meeting. If you are a non-registered Shareholder and wish to vote at the Shareholders Meeting, or
if you are a non-registered or registered Shareholder and wish to have a proxyholder do so on your behalf, you MUST insert
your own name or the name of your proxyholder, as applicable, in the space provided on the form of proxy or voting instruction
form sent to you by your Intermediary or the Transfer Agent, as applicable, and follow all of the instructions provided by your
Intermediary or the Transfer Agent, as applicable. If you are a non-registered Shareholder, you MUST ALSO register yourself
as your proxyholder, or if you are a non-registered or registered Shareholder, have your chosen proxyholder register themselves,
as applicable, as described below under “How to Appoint a Proxyholder”. By doing so, you are instructing your Intermediary
or the Transfer Agent, as applicable, to appoint you or another person, as applicable, as your proxyholder. It is important that
you comply with the signature and return instructions provided by your Intermediary or the Transfer Agent, as applicable. All
appointments must be received by the Transfer Agent with sufficient time in advance of the Voting Deadline of November
23, 2020 in order for Shareholders or their proxyholders, as applicable, to also telephone the Transfer Agent to register and
obtain a control number for the Shareholders’ Meeting prior to the Voting Deadline (see “How to Appoint a Proxyholder”
below).
Non-registered Shareholders who have not duly appointed themselves as proxyholder, as described below under “How to
Appoint a Proxyholder”, will not be able to obtain a control number and will not be able to vote at the Shareholders Meeting
but will be able to attend the Shareholders Meeting as guests.
How to Appoint a Proxyholder
Noteholders
Noteholders who wish to appoint a third-party proxyholder (including Noteholders who wish to appoint themselves) to attend,
participate and vote at the Noteholders Meeting as their proxyholder must follow the steps below. Failure to do so will result
in such proxyholder not receiving a control number that is required to vote at the Noteholders Meeting and only being
able to attend as a guest.
1.

Submit your Noteholder VIEF. To appoint a third-party proxyholder, insert that person’s name in the blank space
provided in the Noteholder VIEF, and follow the instructions for submitting such form to your Intermediary or the
Proxy, Information and Exchange Agent, as applicable, prior to the Voting Deadline. The Noteholder VIEF must
include a medallion guarantee from your Intermediary as of November 23, 2020, to verify the principal amount of
Existing Notes held, underlying your voting entitlement as at November 23, 2020. Therefore, a Noteholder VIEF
appointing a third-party proxyholder must be sent to the Proxy, Information and Exchange Agent only on November
23, 2020, before 5 p.m. (Mountain Time). The Noteholder VIEF can be sent to the Proxy, Information and Exchange
Agent via email (provided that the Noteholder VIEF has been scanned in colour and is clearly legible), at
contactus@kingsdaleadvisors.com. This must be completed before contacting the Proxy, Information and Exchange
Agent for a control number, which is an additional step to be completed by the third-party proxyholder once you have
submitted your Noteholder VIEF.

2.

Registration of proxyholder and obtaining a control number. Your third-party proxyholder must telephone the
Proxy, Information and Exchange Agent at 1-800-749-9890 or 416-867-2272 to provide their contact details so they
may be sent a control number, which will serve as their login credentials at the virtual Noteholders Meeting. If you
are a Noteholder, this must occur after the Voting Deadline and prior to the Noteholders Meeting. Without a
control number, proxyholders will not be able to vote at the Noteholders Meeting but will be able to participate as a
guest.
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Noteholders wishing to appoint a third-party proxyholder are strongly advised to contact the Proxy, Information and Exchange
Agent for information and assistance with the above process. They can be contacted by telephone at 1-800-749-9890 or 416867-2272, or by email at contactus@kingsdaleadvisors.com.
Shareholders
Shareholders who wish to appoint a third-party proxyholder (including non-registered Shareholders who wish to appoint
themselves) to attend, participate and vote at the Shareholders Meeting as their proxyholder and vote their common shares must
follow the steps below. Failure to do so will result in such proxyholder not receiving a control number that is required
to vote at the Shareholders Meeting and only being able to attend as a guest.
1.

Submit your form of proxy or voting instruction form: To appoint a third-party proxyholder, insert that person’s
name in the blank space provided in the form of proxy or voting instruction form and follow the instructions for
submitting such form to the Transfer Agent or your Intermediary (as applicable) prior to the Voting Deadline. This
must be completed before registering such proxyholder, which is an additional step to be completed by the third-party
proxyholder once you have submitted your form of proxy or voting instruction form.

2.

Registration of proxyholder and obtaining control number: You must also register the third-party proxyholder by
visiting http://www.computershare.com/SourceEnergy by no later than the Voting Deadline, and provide
Computershare with their appointee’s email, so that Computershare may email the appointee their control number.

If you are a non-registered Shareholder located in the United States and you wish to vote at the Shareholders’ Meeting or
appoint a third party as your proxyholder you must first obtain a valid legal proxy from your Intermediary and must then register
with the Transfer Agent. First, follow the instructions from your Intermediary to request a legal proxy form. In order to register
yourself or your proxyholder to vote at the Shareholders Meeting, after obtaining a valid legal proxy from your Intermediary
you must submit a copy of your duly completed legal proxy to the Transfer Agent. Legal proxies should be returned by mail to
Computershare, 8th Floor, 100 University Avenue, Toronto, Ontario, M5J 2Y1, and must be labeled “Legal Proxy”. In addition,
you
or
your
proxyholder
MUST
ALSO
register
the
third-party
proxyholder
by
visiting
http://www.computershare.com/SourceEnergy by no later than the Voting Deadline, and provide Computershare with
their appointee’s email, so that Computershare may email the appointee their control number.
How to Attend the Virtual-Only Meetings
Attending the Noteholders Meeting or the Shareholders Meeting online enables registered Shareholders or their duly appointed
proxyholders, and Noteholders and non-registered Shareholders who have duly appointed themselves as proxyholder, or their
duly appointed proxyholders, to participate at, submit questions in writing to, and vote at the applicable Meeting, all in real
time. You may log in as follows:
•

Noteholders can log in online to the Noteholders Meeting at https://web.lumiagm.com/252374236 and
Shareholders can log in online to the Shareholders Meeting at https://web.lumiagm.com/210232317. We
recommend that you log in at least one hour before the applicable Meeting is scheduled to begin. Noteholders and
Shareholders may log in as follows:
Click “Login” and then enter your control number and password, “ses2020” (case sensitive). For
Registered Shareholders, the control number located on your form of proxy is your control number.

•

Guests, including Noteholders and non-registered Shareholders who have not duly appointed a third-party
proxyholder, can log in to the applicable Meeting as set out below. Guests can listen to the applicable Meeting
and submit questions in writing, but are not able to vote at such Meeting:
Click “Guest” and then complete the online form.

Registered Shareholders appointing a third-party proxyholder, non-Registered Shareholders and Noteholders: A
control number to vote at the applicable Meeting can be obtained by following the instructions described in “How to Appoint
a Proxyholder” above.
If you attend a Meeting online, it is important that you are connected to the internet at all times during the applicable Meeting
in order to vote when balloting commences. It is your responsibility to ensure connectivity for the duration of the applicable
Meeting. You should allow ample time to check into the applicable Meeting online and complete the related procedure.
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Noteholders and Shareholders with questions about the Meetings, business of the meetings, or voting at the applicable Meetings
are reminded that they may contact Kingsdale Advisors, the Corporation’s Proxy, Information and Exchange Agent, by
telephone at 1-800-749-9890 or 416-867-2272, or by email at contactus@kingsdaleadvisors.com.
Revocation of Proxies
Subject to the Noteholder Support Agreement, Noteholders shall be entitled to revoke their proxies and a revocation of the vote
will be deemed to be made upon: (i) in respect of a change in vote by a beneficial Noteholder that would determine eligibility
for Early Consent Notes (i.e. a vote FOR submitted prior to the Early Consent Deadline), providing new instructions to such
beneficial Noteholder’s Intermediary at any time up to the Early Consent Deadline; and (ii) in respect of a change in a vote
submitted that would not determine eligibility for Early Consent Notes (i.e. changing a vote AGAINST submitted prior to the
Early Consent Deadline to a vote FOR after the deadline or changing any vote initially submitted after the Early Consent
Deadline), providing new instructions to the Intermediary by the Voting Deadline. In each case, Intermediaries must record
any change in instructions received in the CDSX system prior to the relevant deadlines.
Any Registered Shareholder shall be entitled to revoke their proxies in any manner permitted by law.
Voting of Proxies
The Common Shares and Notes represented by any valid proxy, Shareholder voting instruction form or Noteholder VIEF, as
applicable, will be voted for, against or withheld from voting, as the case may be, in accordance with the specific instructions
made by the Shareholder or Noteholder on any ballot that may be called for with respect to the applicable resolutions. In the
absence of any such specific instructions, such Common Shares and Notes will be voted by the designated persons named
by management in the accompanying form of proxy, where applicable:
1.

FOR the approval of the Noteholders Arrangement Resolution;

2.

FOR the approval of the Shareholders Arrangement Resolution;

3.

FOR the approval of the Share Consolidation Resolution;

4.

FOR the approval of the Stated Capital Reduction Resolution;

5.

FOR the approval of the TSX Resolution;

6.

FOR fixing the number of Directors to be elected at the Shareholders Meeting at seven (7);

7.

FOR the election of the Directors named in this Information Circular; and

8.

FOR the appointment of PricewaterhouseCoopers LLP, as auditor of the Corporation and the authorization of the
Directors to fix such auditor’s remuneration.

The accompanying forms of proxy, Shareholder voting instruction form, Noteholder VIEF, or request for voting instructions
provided by your Intermediary, as applicable, confer discretionary authority upon the persons named therein with respect to
amendments or variations to matters identified in each of the Notices of Meetings and with respect to such other business or
matters which may properly come before the Meetings or the reconvening of any adjournment(s) or postponement(s) thereof.
As of the date of this Information Circular, the Corporation is not aware of any such amendments or variations or any other
matters to be addressed at any of the Meetings.
Non-Registered Holders
Non-Registered Holders’ Common Shares and Notes are registered either:
(a)

in the name of an Intermediary that the Non-Registered Holder deals with in respect of the Common Shares
or Notes, as applicable (Intermediaries include banks, trust companies, securities dealers or brokers, and
trustees or administrators of self-administered RRSPs, RRIFs, RESPs and similar plans); or
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(b)

in the name of a depository such as CDS.

In accordance with Canadian Securities Laws and the Interim Order, Source has caused to be distributed copies of the
Noteholder Meeting Package and the Shareholder Meeting Package to CDS and Intermediaries for onward distribution to NonRegistered Holders. Intermediaries are required to forward these packages to Non-Registered Holders unless a Non-Registered
Holder has waived the right to receive them.
These securityholder materials are being sent to both registered holders of Shares, as well as Non-Registered Holders of Notes
and Shares. If you are a Non-Registered Holder and Source or its agent has sent these materials directly to you, your name and
address and information about your holdings of securities have been obtained in accordance with applicable securities
regulatory requirements from the Intermediary holding on your behalf.
Intermediaries will typically use a service company to forward the Noteholder Meeting Package and the Shareholder Meeting
Package. The majority of Intermediaries now delegate responsibility for obtaining securityholder instructions from clients to
Broadridge. Broadridge typically mails a voting instruction form or voting information and election form in lieu of the form of
proxy. Non-Registered Holders are requested to vote in accordance with the instructions set forth in the voting instruction form
or voting information and election form, as applicable. Broadridge will provide aggregate Shareholder voting instructions to
the Transfer Agent, which will tabulate the results for the Shareholders Meeting and provide appropriate instructions respecting
the voting of Common Shares to be represented at the Shareholders Meeting or the reconvening of any adjournment(s) or
postponement(s) thereof. Intermediaries will provide aggregate Noteholder voting and election instructions to the Proxy,
Information and Exchange Agent through entering instructions into CDSX. The Proxy, Information and Exchange Agent will
tabulate the results for the Noteholders Meeting and provide appropriate instructions respecting the voting of Notes to be
represented at the Noteholders Meeting or the reconvening of any adjournment or postponement thereof.
Applicable securities regulatory policy requires Intermediaries, on receipt of materials that seek voting instructions from NonRegistered Holders indirectly, to seek voting instructions from Non-Registered Holders in advance of meetings of
securityholders on Form 54-101F7 – Request for Voting Instructions Made by Intermediary (“Form 54-101F7”). Every
Intermediary has its own mailing procedures and provides its own return instructions, which should be carefully followed by
Non-Registered Holders in order to ensure that their Common Shares or Notes, as applicable, are voted at the applicable
Meeting or the reconvening of or any adjournment(s) or postponement(s) thereof. Often, the form of proxy supplied to a NonRegistered Holder by its broker is identical to the form of proxy provided to Registered Shareholders; however, its purpose is
limited to instructing the Registered Shareholder how to vote on behalf of the Non-Registered Holder.
As described in further detail under the heading “Description of the Recapitalization Transaction and Certain Related Matters
– Procedures”, in order for a Noteholder to be considered a Consenting Noteholder under the Plan and/or be eligible to receive
its Consenting Noteholder Pro Rata Share of the Early Consent Notes Pool, a Noteholder must: (i) submit an instruction to vote
its Notes in favour of the Noteholders Arrangement Resolution prior to the applicable deadline; and (ii) not have withdrawn or
changed such instructions prior to the Effective Date. A beneficial Noteholder that wishes to be considered a Consenting
Noteholder under the Plan must provide its voting and election instructions to its Intermediary in accordance with the
instructions provided by its Intermediary (or its agent) and must also instruct its Intermediary to make the appropriate early
consent election through its Intermediary prior to the Early Consent Date. NOTES IN RESPECT OF WHICH SUCH AN
ELECTION HAS BEEN MADE WILL NO LONGER BE TRANSFERABLE BY THE NOTEHOLDER MAKING
SUCH AN ELECTION UNLESS THE ELECTION IS WITHDRAWN. Withdrawals will only be accepted prior to the
Early Consent Date.
Beneficial Noteholders who wish to appoint themselves or another person to attend the applicable Meeting on their behalf
should follow the instructions included in the request for voting instructions provided by their Intermediary to ensure receipt
by Kingsdale Advisors, the Proxy, Information and Exchange Agent, prior to the applicable deadline. A Noteholder wishing to
attend the meeting or appoint a proxy should contact the Proxy, Information and Exchange Agent immediately to obtain the
relevant form for appointment, which must be medallion stamped on the day of the Voting Deadline by the applicable
Intermediary and returned to the Proxy, Information and Exchange Agent ahead of the Voting Deadline. Noteholders and
Shareholders who require assistance should contact the Proxy, Information and Exchange Agent toll-free in North America at
1-800-749-9890 or collect call outside North America at 416-867-2272, or by email at contactus@kingsdaleadvisors.com to
request the necessary documentation required.
Beneficial Shareholders can write the name of someone else whom they wish to vote on their behalf at the Shareholders
Meeting. Unless prohibited by law, the person whose name is written in the space provided in Form 54-101F7 will have
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authority to vote on all matters that are presented at the Shareholders Meeting, even if those matters are not set out in Form 54101F7 or this Information Circular.
Quorum
Noteholders Meeting
The aggregate principal amount of Notes outstanding is approximately $157,710,000.
Subject to any further Order of the Court, pursuant to the Interim Order, those Persons who are Noteholders of record on the
Record Date are entitled to attend and vote at the Noteholders Meeting. Noteholders entitled to vote at the Noteholders Meeting
will be entitled to one vote for each $1,000 principal amount of Notes owed to such Noteholder as of the Record Date in respect
of the Noteholders Arrangement Resolution and any other matters to be considered at the Noteholders Meeting.
Subject to any further Order of the Court, pursuant to the Interim Order, a quorum at the Noteholders Meeting shall be any two
or more Persons entitled to vote at the Noteholders Meeting, present or represented by proxy.
Shareholders Meeting
Subject to any further Order of the Court, pursuant to the Interim Order, a quorum at the Shareholders Meeting shall be two or
more Persons entitled to vote at the Shareholders Meeting, present or represented by proxy.
Voting Requirements
Noteholders Meeting
Subject to any further Order of the Court, the Noteholders Arrangement Resolution must be passed by at least two-thirds
(66⅔%) of the votes cast by the Noteholders present or represented by proxy that are entitled to vote on the Noteholders
Arrangement Resolution.
On October 7, 2020, Source entered into the Noteholder Support Agreement with the Initial Consenting Noteholders, which
hold in the aggregate $116,940,800 in principal amount of Notes (based on holdings of Notes disclosed to the Company in the
Noteholder Support Agreement), representing approximately 74% of the Notes. Pursuant to the Noteholder Support Agreement,
the Majority Initial Consenting Noteholders have agreed, among other things and subject to the terms of the Noteholder Support
Agreement, to vote in favour of the Arrangement. See “Noteholder Support Agreement”.
Shareholders Meeting
Pursuant to the Interim Order, and subject to any further Order of the Court, the requisite majority required to pass the
Shareholders Arrangement Resolution is at least two-thirds (66⅔%) of the votes cast by the Shareholders entitled to vote on
each such resolution and present or represented by proxy at the Shareholders Meeting.
Pursuant to the ABCA, the requisite majority required to pass the Stated Capital Reduction Resolution and the Share
Consolidation Resolution is at least two-thirds (66⅔%) of the votes cast by the Shareholders entitled to vote on each such
resolution and present or represented by proxy at the Shareholders Meeting.
The TSX regulates the issuance of listed securities, such as the issuance of new shares by the Company. The TSX will require
securityholder approval in a number of instances, including (i) where the issuance of listed securities would exceed 25% of the
issued and outstanding securities and the price per security is less than the market price, and (ii) where the price per listed
security is lower than the discount to the market price permitted by the TSX (the “TSX Approval Matter”). Such approval is
required under Section 607(e) and Section 607(g)(i) of the TSX Company Manual as the number of New Common Shares will
exceed 25% of the Company’s currently issued and outstanding Common Shares and the issue price will exceed the discount
permitted by the TSX Company Manual. The policies of the TSX require that this resolution must be approved by a simple
majority of the votes cast by Shareholders present or represented by proxy and voted at the Shareholders Meeting, excluding
those Shareholders that hold Notes. Based on the holdings information provided pursuant to the Support Agreements, the Initial
Consenting Noteholders hold or control 297,545 Common Shares, representing approximately 0.50% of the currently issued
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and outstanding Common Shares, which will be excluded, along with all other Common Shares held by Noteholders, for the
purposes of calculating Shareholder approval with respect to the TSX Approval Matter.
The implementation of the Arrangement is subject to, among other things, the approval of the Arrangement by the Noteholders
at a separate meeting, other approvals as may be required by the Court and the TSX, any applicable regulatory approvals, the
approval of the Court and the satisfaction or waiver of other applicable conditions to the Arrangement. The hearing to consider
Court approval of the Arrangement is scheduled to be heard by the Court at 9:00 a.m. (Mountain Time) on November 27, 2020.
Pursuant to the Interim Order, Source may seek Court approval of the Arrangement whether or not the Arrangement is approved
by Shareholders at the Shareholders Meeting and notwithstanding whether the Shareholders Meeting is held.
On October 7, 2020, Source entered into the Shareholder Support Agreement with Supporting Shareholders, which hold in the
aggregate, directly or indirectly 28,258,678 Common Shares (based on holdings of Common Shares disclosed to the Company
in the Noteholder Support Agreement), representing approximately 46% of the issued and outstanding Common Shares.
Pursuant to the Shareholder Support Agreement, the Supporting Shareholders have agreed, among other things and subject to
the terms of the Shareholder Support Agreement, to vote in favour of the Arrangement. See “Shareholder Support Agreement”.
Voting Shares and Principal Holders Thereof
As at October 22, 2020 the Company’s issued and outstanding voting shares consist of 60,952,885 Common Shares.
Shareholders are entitled to one vote for each Share, respectively, held on all matters to be considered and acted upon at the
Shareholders Meeting or any adjournments or postponements thereof.
The Record Date is October 29, 2020. The Transfer Agent will prepare a list of Registered Shareholders of record at such time.
Registered Shareholders on that list will be entitled to vote their Common Shares at the Shareholders Meeting.
To the knowledge of the directors and executive officers of the Company, there is no Person that beneficially owns, or controls
or directs, directly or indirectly, voting securities carrying 10% or more of the voting rights attached to any class of issued and
outstanding voting securities of the Company, except as set out below:
Name of
Shareholder

Number of
Common Shares

Percentage of Common Shares

TriWest IV

16,677,345

27.36%

James McMahon

7,764,003

12.74%

See “Source After the Recapitalization Transaction – Principal Shareholders”.
DESCRIPTION OF THE RECAPITALIZATION TRANSACTION AND CERTAIN RELATED MATTERS
Preliminary Steps
Stated Capital Reduction
Subject to Shareholder approval, prior to the hearing for the Final Order, it is anticipated that SES will reduce the stated capital
account of the Common Shares to $10,000,000, without any payment thereon, by way of Board resolution. The Board believes
that it is in the best interests of Source to complete the Stated Capital Reduction in connection with implementing the
Arrangement and the Plan.
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Class B Shares Conversion
On October 22, 2020, TriWest exchanged all of the outstanding Class B Shares into Common Shares on a one-for-one basis
pursuant to the Exchange Agreement.
Share Consolidation
Immediately prior to the Effective Time under the Plan, the Company will, if approved by Shareholders, undertake the Share
Consolidation pursuant to which the issued and outstanding Common Shares will be consolidated on the basis of one PostConsolidation Common Share for each twelve Pre-Consolidation Common Shares. 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 ABCA, immediately following the completion of the Share Consolidation, the stated
capital of the Common Shares shall be equal to the stated capital of the Common Shares immediately prior to the Share
Consolidation. No fractional Common Shares will be issued in connection with the Share Consolidation and, in the event that
a Shareholder would otherwise be entitled to receive a fractional Common Share upon the Share Consolidation, such fraction
will be rounded down to the nearest whole number of Common Shares without compensation therefor. No cash or other
compensation shall be paid for fractional shares. Any holder of 11 or fewer Common Shares prior to the date of the Share
Consolidation will not receive any Common Shares as a result of the Share Consolidation.
The Share Consolidation will not materially affect the percentage ownership in SES by the Shareholders, subject to dilution
based on the New Common Shares to be issued in connection with the Recapitalization Transaction, even though such
ownership would be represented by a lesser number of Common Shares on a post-Share Consolidation basis.
No assurances can be given as to the effect of the Share Consolidation on the trading price of the Common Shares. Specifically,
no assurance can be given that if the Recapitalization Transaction is effected, the trading price of the Common Shares will
increase by the same multiple as the Share Consolidation ratio or result in a permanent increase in the trading price, which
possible results are dependent on various factors, many of which are beyond the control of Source.
Registered Shareholders should refer to “Procedures – Registered Shareholders” for instructions on how to participate in the
Share Consolidation. Beneficial Shareholders do not have to take any action to receive their consolidated Common Shares
following the Share Consolidation.
Transaction Steps Under the Plan
Pursuant to the Plan, commencing at the Effective Time, the following events or transactions will occur, or be deemed to have
occurred and be taken and effected, in the following order in five minute increments (where applicable and unless otherwise
indicated) and at the times set out in the Plan (or in such other manner or order or at such other time or times as the Applicants
and the Majority Initial Consenting Noteholders may agree, each acting reasonably), without any further act or formality
required on the part of any Person, except as may be expressly provided in the Plan.
New Secured Notes Indenture
The New Secured Notes Issuers and the New Secured Notes Trustee shall enter into the New Secured Notes Indenture together
with all related documentation (including applicable security documentation) as agreed by the Applicants and the Majority
Initial Consenting Noteholders, each acting reasonably.
Notes Exchange
Concurrently with the events described above under “New Secured Notes Indenture” and pursuant to the Plan, in exchange for
the Notes, in the aggregate principal amount of $157,710,000, plus accrued and unpaid interest thereon, and in full and final
settlement of the Noteholder Claims, the following will occur:
(a)

Source shall issue and pay to each Noteholder such Noteholder’s Noteholder Pro Rata Share of the New
Common Share Pool, which shares shall be issued and paid by Source on behalf of and for the benefit of the
Notes Issuers in the following proportions: (1) the percentage of the New Common Shares issued and paid
on behalf of and for the benefit of Source Holdings is equal to the percentage obtained by dividing (i) the
aggregate principal amount owing under the Notes that was advanced to Source Holdings by (ii) the aggregate
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principal amount owing under the Notes (such percentage, the “Source Holdings Percentage”); and (2) the
percentage of the New Common Share Pool issued and paid on behalf of and for the benefit of Source LP is
equal to the percentage that is equal to 100% minus the Source Holdings Percentage (such percentage, the
“Source LP Percentage”);
(b)

the Notes Issuers shall issue and pay to each Noteholder such Noteholder’s Noteholder Pro Rata Share of the
New Secured Notes Pool;

(c)

the Notes Issuers shall issue and pay to each Consenting Noteholder such Consenting Noteholder’s
Consenting Noteholder Pro Rata Share of the Early Consent Notes Pool;

(d)

Source LP shall issue to Source such number of additional Class B Units in its capital having an aggregate
fair market value at that time equal to the fair market value on the Effective Date of the New Common Shares
issued to Noteholders pursuant to the Plan, which additional Class B Units shall be issued to Source in
consideration for Source issuing and delivering New Common Shares to the Noteholders on behalf of and
for the benefit of the Notes Issuers pursuant to the Plan; and

(e)

Source Holdings shall issue to Source LP such number of additional common shares in its capital having an
aggregate fair market value at that time equal to the fair market value on the Effective Date of the New
Common Shares issued by Source on behalf of and for the benefit of Source Holdings pursuant to the Plan,
which additional common shares shall be issued to Source LP in consideration for Source LP issuing to
Source such portion of the additional Class B Units in its capital pursuant to the Plan as is equal to the fair
market value on the Effective Date of the New Common Shares issued by Source on behalf of and for the
benefit of Source Holdings pursuant to the Plan.

The price for which the Notes are exchanged under the Plan shall be equal to the aggregate principal amount of the New Secured
Notes and the fair market value of the New Common Shares issued pursuant to the Plan.
In respect of the transactions described above, Source shall add an amount to the stated capital account maintained in respect
of the New Common Shares equal to the fair market value on the Effective Date of the New Common Shares issued to
Noteholders pursuant to the Plan. In addition, Source LP shall record a contribution made by Source to Source LP in respect
of, and as a result of the issuance of, the additional Class B Units pursuant to the Plan equal to the fair market value on the
Effective Date of the New Common Shares issued by SES to the Noteholders pursuant to the Plan. Finally, Source Holdings
shall add an amount to the stated capital account maintained in respect of its common shares equal to the fair market value on
the Effective Date of the New Common Shares issued by SES on behalf of and for the benefit of Source Holdings pursuant to
the Plan.
The aggregate number of New Common Shares to be issued pursuant to the Plan (the “Aggregate Number of New Common
Shares”) shall equal approximately 101,588,142 Pre-Consolidation Common Shares, subject to certain restrictions in the Plan.
If the number of existing Common Shares outstanding immediately prior to the Effective Time is not 60,952,885, on a nondiluted basis, then the Aggregate Number of New Common Shares shall be amended proportionately by Source, with the
consent of the Majority Initial Consenting Noteholders, each acting reasonably, to reflect the aggregate number of existing
Common Shares actually issued and outstanding immediately prior to the Effective Time.
The New Secured Notes issued pursuant to the Plan shall each be issued in minimum increments of $1.00, and the amount of
New Secured Notes that each Noteholder shall be entitled to under the Plan shall in each case be rounded down to the nearest
multiple of $1.00 without compensation therefor.
The exchange described above shall take place in full and final settlement of all Noteholder Claims, which shall be deemed to
be irrevocably and finally extinguished and to which Noteholders shall have no further right, title or interest in and to the Notes
or their respective Noteholder Claims and the Notes, the Notes Indenture, and any and all other Notes Documents shall be
cancelled, provided that the Notes Indenture shall remain in effect solely to allow the Notes Trustee to make the distributions
set forth in the Plan.
Amendment of Credit Facility and BDC Facility
The Company will, concurrently with and as a condition to the implementation of the Recapitalization Transaction, enter into
the Amended Credit Facility on terms acceptable to the Company and the Majority Initial Consenting Noteholders in order to
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facilitate the completion of the Recapitalization Transaction. Subject to negotiation of final documentation, the Amended Credit
Facility will provide Source with a CDN$88 million operating facility (subject to a borrowing base) and a USD$5 million or
greater standby letter of credit facility. The Amended Credit Facility will mature on September 30, 2023.
The Company will, concurrently with and as a condition to the implementation of the Recapitalization Transaction, enter into
a new non-revolving term loan facility on terms acceptable to the Company and the Majority Initial Consenting Noteholders
in the aggregate principal amount of $20 million, plus payment in kind interest, maturing in four years from closing, to be
advanced by BDC with participation from the lenders under the Amended Credit Facility (the “BDC Facility”). The interest
rate under the BDC Facility will be 5% per annum in its first year and will increase each year thereafter. Interest relating to the
first 12 months of the BDC Facility will be paid in kind through the increase in the principal amount the BDC Facility.
Copies of the credit agreements governing the Amended Credit Facility and the BDC Facility will be posted under the
Company’s profile on SEDAR at www.sedar.com.
Releases and Waivers
The Plan and Final Order include releases and waivers in connection with the implementation of the Recapitalization
Transaction in favour of the Released Parties.
Pursuant to the Plan, the Released Parties shall be released and discharged from all present and future actions, causes of action,
damages, judgments, executions, obligations, liabilities and Claims of any kind or nature whatsoever arising on or prior to the
Effective Date in connection with the Notes, the Notes Indenture, the Notes Documents, the existing Common Shares, the
Support Agreement, the Arrangement, the Arrangement Agreement, the Plan, the CBCA Proceedings and any other
proceedings commenced with respect to or in connection with the Plan, the transactions contemplated under the Plan, and any
other actions or matters related directly or indirectly to the foregoing, provided that nothing in the Plan shall release or discharge
(i) any of the Released Parties from or in respect of their respective obligations under the Plan, the New Secured Notes, the
New Common Shares, or any Order or document ancillary to any of the foregoing, or (ii) any Released Party from liabilities
or claims attributable to such Released Party’s fraud, gross negligence or wilful misconduct, as determined by the final, nonappealable judgment of the Court. The release shall not be construed to prohibit a party in interest from seeking to enforce the
terms of the Plan or any contract or agreement entered into pursuant to, in connection with or contemplated by the Plan.
The Plan provides that all Persons are permanently and forever barred, estopped, stayed and enjoined, on and after the Effective
Date, with respect to any and all Released Claims, from (i) commencing, conducting or continuing in any manner, directly or
indirectly, any action, suits, demands or other proceedings of any nature or kind whatsoever of any Person against the Released
Parties, as applicable; (ii) enforcing, levying, attaching, collecting or otherwise recovering or enforcing by any manner or
means, directly or indirectly, any judgment, award, guarantee, decree or order against the Released Parties; (iii) creating,
perfecting, asserting or otherwise enforcing, directly or indirectly, any lien or encumbrance of any kind against the Released
Parties or their property; or (iv) taking any actions to interfere with the implementation or consummation of the Plan or the
transactions contemplated hereunder; provided, however, that the foregoing shall not apply to the enforcement of any
obligations under the Plan or any document, instrument or agreement executed to implement the Plan. Furthermore, the Plan
provides that all Persons shall be deemed to have agreed that if there is any conflict between the provisions of any agreement
or other arrangement, written or oral, existing between such Person and any of the Applicants prior to the Effective Date and
the provisions of the Plan, then the provisions of the Plan take precedence and priority and the provisions of such agreement or
other arrangement are deemed to be amended accordingly.
The Final Order will provide that, from and after the Effective Date, all persons (other than the administrative agent and Lenders
under the Credit Facility) shall be deemed to have waived any and all defaults, events of default, accelerations, change of
control rights or non-compliance with any covenant, warranty, representation, term, provision, condition or obligation,
expressed or implied, in any contract, mortgage, security agreement, credit agreement, credit document, indenture, note, lease
or agreement of any kind or nature whatsoever, whether written or oral (an “Agreement”), arising on or prior to the
implementation of the Plan, in each case relating to, arising out of, or in connection with, the Noteholder Claims, the Notes
Documents, the Notes, any failure to pay any principal, interest or other amount when due under the Notes Documents, the
Noteholder Support Agreement, the Shareholder Support Agreement, the Arrangement, the Arrangement Agreement, the Plan,
the transactions contemplated under the Plan, and the CBCA proceedings and any orders issued in the CBCA proceedings, and
any notices of default, accelerations or demands for payment or any step or proceeding taken or commenced in connection with
any of the foregoing shall be deemed void ab initio, rescinded and of no further force or effect, provided nothing shall be
deemed to excuse any of the Applicants and their respective successors and assigns from performing their obligations under
the Plan or any document or agreement entered into in connection with the implementation of the Plan.
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Resignation and Appointment of Directors
Unless otherwise agreed by the Company and the Majority Initial Consenting Noteholders, such number of the directors of
Source immediately prior to the Effective Time as agreed to by the Company and the Majority Initial Consenting Noteholders
shall have resigned or be deemed to have resigned and the New Directors shall be deemed to have been appointed.
Amalgamation
On the Effective Date, Source Holdings and Source Arrangeco shall be, and shall be deemed to be, amalgamated and continued
as one corporation (“Amalgamated Holdings”) under the CBCA in accordance with the following:
(a)

Name. The name of Amalgamated Holdings shall be “Source Energy Services Canada Holdings Ltd.”;

(b)

Registered Office. The registered office of Amalgamated Holdings shall be located in the City of Calgary
in the Province of Alberta. The address of the registered office of Amalgamated Holdings shall be 500, 438
-11th Ave. SE. Calgary, Alberta;

(c)

Restrictions on Business. There shall be no restrictions on the business that Amalgamated Holdings may
carry on;

(d)

Articles. The articles of Source Holdings, as in effect immediately prior to the Amalgamation, shall be
deemed to be the articles of Amalgamated Holdings;

(e)

Directors. Amalgamated Holdings shall have a minimum of one director and a maximum of 15 directors,
until changed in accordance with the CBCA. Until changed by shareholders of Amalgamated Holdings, or
by the directors of Amalgamated Holdings in accordance with the CBCA, the directors of Source Holdings,
as in effect immediately prior to the Amalgamation, shall be deemed to be the directors of Amalgamated
Holdings;

(f)

Shares. All shares of Source Arrangeco shall be cancelled without any repayment of capital in respect
thereof; no shares will be issued by Amalgamated Holdings in connection with the Amalgamation and all
shares of Source Holdings prior to the Amalgamation shall be unaffected and shall continue as shares of
Amalgamated Holdings;

(g)

Stated Capital. The stated capital account of the shares of Amalgamated Holdings will be equal to the stated
capital account in respect of the common shares of Source Holdings immediately prior to the Amalgamation;

(h)

By-laws. The by-laws of Source Holdings, as in effect immediately prior to the Amalgamation, shall be
deemed to be the by-laws of Amalgamated Holdings;

(i)

Effect of Amalgamation. The provisions of subsection 186(a) to (g) of the CBCA shall apply to the
Amalgamation with the result that:
(i)

the amalgamation of the amalgamating corporations and their continuance as one corporation
becomes effective;

(ii)

the property of each amalgamating corporation continues to be the property of Amalgamated
Holdings;

(iii)

Amalgamated Holdings continues to be liable for the obligations of each amalgamating corporation;

(iv)

an existing cause of action, claim or liability to prosecution is unaffected;

(v)

a civil, criminal or administrative action or proceeding pending by or against an amalgamating
corporation may be continued to be prosecuted by or against Amalgamated Holdings;
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(vi)

a conviction against, or ruling, order or judgment in favour of or against, an amalgamating
corporation may be enforced by or against Amalgamated Holdings; and

(vii)

the Articles of Arrangement are deemed to be the articles of incorporation of Amalgamated
Holdings and the Certificate of Arrangement is deemed to be the certificate of incorporation of
Amalgamated Holdings.

Treatment of Shareholders
Pursuant to the Recapitalization Transaction, Shareholders will retain their Common Shares, subject to the Share Consolidation
(including the rounding down of fractional Post-Consolidation Common Shares pursuant thereto) and the dilution resulting
from the issuance of New Common Shares in accordance with the Plan, such that the existing Common Shares will represent
approximately 37.5% of the issued and outstanding Common Shares (on a fully-diluted basis) immediately following the
implementation of the Recapitalization Transaction.
SES reserves the right, in its sole discretion, to withdraw the Shareholders Arrangement Resolution from being put
before the Shareholders Meeting. Pursuant to the Interim Order, Source may seek Court approval of the Arrangement
whether or not the Shareholders Arrangement Resolution is passed by Shareholders at the Shareholders Meeting and
whether or not the Shareholders Meeting is held. The Interim Order does not provide for any dissent rights with respect
to the Shareholders Arrangement Resolution.
Required Approvals for the Arrangement
Court Approvals
The Arrangement requires approval by the Court. Prior to the mailing of this Information Circular, Source obtained the Interim
Order providing for the calling and holding of the Meetings and other procedural matters. A copy of the Interim Order is
attached hereto as Appendix G and forms part of this Information Circular. The Originating Application is attached hereto as
Appendix H and forms part of this Information Circular.
The hearing in respect of the Final Order is currently scheduled to take place at 9:00 a.m. (Mountain Time) on November 27,
2020. Pursuant to the Interim Order and subject to any further Order of the Court, the only persons entitled to appear and be
heard at such hearing shall be the Applicants, the CBCA Director, the Noteholders, the Notes Trustee, the Shareholders the
Administrative Agent and the lenders, and any person who filed a Notice of Appearance in accordance with the Notice of
Application, the Interim Order and the Rules of Civil Procedure, as well as their respective legal counsel.
At the hearing for the Final Order, the Court will consider, among other things, the procedural and substantive fairness and
reasonableness of the Arrangement and the approval of: (i) the Noteholders Arrangement Resolution by the Noteholders at the
Noteholders Meeting, and (ii) the Shareholders Arrangement Resolution by the Shareholders at the Shareholders Meeting.
Pursuant to the Interim Order, Source may seek the Final Order even if the Shareholders Arrangement Resolution is not
approved by the Shareholders at the Shareholders Meeting. The Interim Order does not provide for any dissent rights with
respect to the Shareholders Arrangement Resolution.
The Court may approve the Arrangement in any manner the Court may direct, subject to compliance with such terms and
conditions, if any, as the Court deems fit.
Source has advised the Court that the New Common Shares and the New Secured Notes will be issued in reliance upon the
exemption from registration under the 1933 Act provided by Section 3(a)(10) thereunder, upon the Court’s approval of the
Arrangement. The Final Order, if granted, will constitute the basis for the exemption from the registration requirements of the
1933 Act pursuant to Section 3(a)(10) thereof, with respect to the offer and sale of the applicable New Common Shares and
New Secured Notes to be issued to the Noteholders pursuant to the Plan. In order to rely on the exemption from the registration
requirements of the 1933 Act provided by Section 3(a)(10) thereof, the Court must determine, prior to approving the Final
Order, that the terms and conditions of the exchange of the Notes for New Secured Notes and New Common Shares is fair to
the Noteholders. See “Certain Regulatory and Other Matters Relating to the Recapitalization Transaction – United States”.
Assuming the Final Order is granted and the other conditions to closing contained in the Plan are satisfied or waived, it is
anticipated that the following will occur substantially simultaneously: (i) the various documents necessary to consummate the
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Recapitalization Transaction will be executed and delivered; (ii) Articles of Arrangement will be sent to and filed by the CBCA
Director to give effect to the Plan; and (iii) the transactions provided for in the Plan and the Recapitalization Transaction will
occur in the order and at the times indicated. See “Conditions Precedent to the Implementation of the Plan”. The
Recapitalization Transaction is also subject to the approval of the TSX. See “Certain Regulatory and Other Matters Relating
to the Recapitalization Transaction – Stock Exchange Listing”.
Subject to the foregoing, it is expected that the Effective Time will occur as soon as practicable after the requisite approvals
have been obtained. Subject to the satisfaction or waiver of applicable conditions, the Company is working to complete the
Recapitalization Transaction in November or December 2020.
Noteholder Approvals
The Arrangement requires the approval of the Noteholders. Subject to any further order of the Court, the Noteholders
Arrangement Resolution attached to this Information Circular as Appendix C must be passed by at least two-thirds (662/3%) of
the votes cast by the Noteholders present or represented by proxy at the Noteholders Meeting.
Shareholder Approvals
Certain aspects of the Recapitalization Transaction require the approval of the Shareholders. Pursuant to the Interim Order, and
subject to any further Order of the Court, requisite majority needed to pass the Shareholders Arrangement Resolution affixed
to this Information Circular as Appendix E, is at least two-thirds (662/3%) of the votes cast by the Shareholders entitled to vote
on each such resolution and present or represented by proxy at the Shareholders Meeting.
Pursuant to the ABCA, the requisite majority needed to pass the Share Consolidation Resolution and the Stated Capital
Reduction Resolution affixed to this Information Circular as Appendices C and D, respectively, is at least two-thirds (66⅔%)
of the votes cast by the Shareholders entitled to vote on each such resolution and present or represented by proxy at the
Shareholders Meeting.
Further, with respect to the TSX Approval Matter, the TSX Resolution must be approved by a simple majority of the votes cast
by the Shareholders present or represented by proxy at the Shareholders Meeting, excluding those Shareholders that hold Notes.
TSX Approvals
As of October 22, 2020, the Company has 60,952,885 issued and outstanding Common Shares. The Recapitalization
Transaction will increase the currently issued and outstanding Common Shares equivalent to 162,541,027 Pre-Consolidation
Common Shares, representing an increase of approximately 166.67%.
After completion of the Recapitalization Transaction, Mackenzie Investments is expected to own approximately 2,060,924
Post-Consolidation Common Shares (equivalent to 24,731,088 Pre-Consolidation Common Shares), representing
approximately 15.22% of the outstanding Common Shares and TriWest Capital Partners is expected to own approximately
1,389,778 Post-Consolidation Common Shares (equivalent to 16,677,345 Pre-Consolidation Common Shares), representing
approximately 10.26% of the outstanding Common Shares. See “Source After the Recapitalization Transaction – Principal
Shareholders”.
The TSX regulates the issuance of listed securities, such as the issuance of new shares by the Company. The TSX will require
securityholder approval in a number of instances, including (i) where the issuance of listed securities would exceed 25% of the
issued and outstanding securities and the price per security is less than the market price, and (ii) where the price per listed
security is lower than the discount to the market price permitted by the TSX. Such approval is required under Section 607(e)
and Section 607(g)(i) of the TSX Company Manual as the number of New Common Shares will exceed 25% of the Company’s
currently issued and outstanding Common Shares and the issue price will exceed the discount permitted by the TSX Company
Manual. The policies of the TSX require that this resolution must be approved by a simple majority of the votes cast by
Shareholders present or represented by proxy and voted at the Shareholders Meeting, excluding those Shareholders that hold
Notes. Based on the holdings information provided pursuant to the Support Agreements, the Initial Consenting Noteholders
hold or control 297,545 Common Shares, representing approximately 0.50% of the currently issued and outstanding Common
Shares, which will be excluded, along with all other Common Shares held by Noteholders, for the purposes of calculating
Shareholder approval with respect to the TSX Approval Matter.
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Conditions Precedent to the Implementation of the Plan
The implementation of the Plan is conditional upon the fulfillment, satisfaction or waiver (to the extent permitted under the
Plan) of the following conditions:
(a)

The Court shall have granted the Final Order, the implementation, operation or effect of which shall not have
been stayed or vacated;

(b)

The Final Order shall not have been varied in a manner not acceptable to the Applicants and the Majority
Initial Consenting Noteholders or be subject to pending appeal;

(c)

No Law shall have been passed and become effective, the effect of which makes the consummation of the
Plan illegal or otherwise prohibited;

(d)

Any steps, actions or resolutions that may be required in order to proportionately adjust the incentive plans
to reflect the Share Consolidation shall be completed, effective concurrently with the step described above
under the heading in “Preliminary Steps – Share Consolidation”, in form and substance satisfactory to the
Company and the Majority Initial Consenting Noteholders, each acting reasonably; and

(e)

All conditions to implementation of the Plan set out in the Noteholder Support Agreement shall have been
satisfied or waived in accordance with their terms.

Procedure for Exchange of Pre-Consolidation Common Shares for Post-Consolidation Common Shares
Registered Shareholders
A Letter of Transmittal for Registered Shareholders accompanies this Information Circular. If the Share Consolidation occurs,
Registered Shareholders must properly complete, execute and return the Letter of Transmittal, together with the certificate(s)
or direct registration statement (“DRS Statement”) representing their Pre-Consolidation Common Shares and any other
relevant documents required by the instructions set out in the Letter of Transmittal, to the Transfer Agent at one of the offices
specified in the Letter of Transmittal, which documents must actually be received by the Transfer Agent in order to receive
Post-Consolidation Common Shares. Except as otherwise provided by the instructions in the Letter of Transmittal, the signature
on the Letter of Transmittal must be guaranteed by an eligible institution as defined and set out in the Letter of Transmittal. If
a Letter of Transmittal is executed by a person other than the registered holder of the certificate(s) deposited therewith, the
certificate(s) must be endorsed or be accompanied by an appropriate securities transfer power of attorney duly and properly
completed by the Registered Shareholder, with the signature on the endorsement panel or securities transfer power of attorney
guaranteed by the eligible institution. All questions as to form, validity and acceptance of any Common Shares certificates
deposited pursuant to the Share Consolidation will be determined by Source in its sole discretion. Registered Shareholders
depositing Common Shares agree that such determination shall be final and binding.
Source reserves the absolute right to reject any and all deposits which Source determines not to be in proper form or which
may be unlawful for it to accept under the laws of any jurisdiction. Source reserves the absolute right to waive any defect or
irregularity in the deposit of any Common Share certificates. There shall be no duty or obligation on Source, the Transfer Agent
or any other person to give notice of any defect or irregularity in any deposit of Common Shares and no liability shall be
incurred by any of them for failure to give such notice. Source reserves the right to permit the procedure for the exchange of
Common Shares pursuant to the Share Consolidation to be completed other than that as set out above. Unless otherwise directed
in the Letter of Transmittal, a DRS Statement representing the Post-Consolidation Common Shares to be issued in exchange
for the Pre-Consolidation Common Shares will be issued in the name of the Registered Shareholder so deposited. Unless the
person who deposits Common Shares instructs the Transfer Agent to hold the DRS Statement to be issued in exchange for the
Pre-Consolidation Common Shares for pick-up by checking the appropriate box in the Letter of Transmittal, DRS Statements
representing the Common Shares to be issued in exchange for the Pre-Consolidation Common Shares will be forwarded by
first class insured mail to the address supplied in the Letter of Transmittal. If no address is provided, DRS Statements will be
forwarded to the address of the person as shown on the applicable register of the Company.
If the Share Consolidation occurs, certificates formerly representing Pre-Consolidation Common Shares will represent PostConsolidation Common Shares prior to the exchange of such certificates in accordance with a duly completed Letter of
Transmittal.
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Registered Shareholders who do not forward to the Transfer Agent properly completed Letters of Transmittal (together
with certificate(s) representing their Post-Consolidation Common Shares and all other required documents) will not
receive the DRS Statements representing the Common Shares which they are otherwise entitled and also will not be
recorded on the register of Post-Consolidation Common Shares until proper delivery is made.
Until exchanged in accordance with the procedures described herein, any share certificate or DRS statement that previously
represented Pre-Consolidation Shares will be deemed to represent only the applicable number of Post-Consolidation shares.
Where a certificate representing Common Shares has been destroyed or lost, the Registered holder of that certificate should
immediately complete the Letter of Transmittal as fully as possible and deliver it together with a letter describing the loss to
the Transfer Agent in accordance with instructions in the Letter of Transmittal.
Any use of the mail to transmit a certificate representing Common Shares and a related Letter of Transmittal is at the risk of
the Shareholder. If these documents are mailed, it is recommended that registered mail, with (if available) return receipt
requested, properly insured, be used. If the required approvals for the Recapitalization Transaction are not obtained, or if the
Recapitalization Transaction is not otherwise completed for any reason, the certificates representing Common Shares received
by the Transfer Agent will be returned to the appropriate Shareholders.
Beneficial Shareholders
Shareholders who hold their interests in Common Shares through an Intermediary will receive their Post-Consolidation
Common Shares through their Intermediary. Delivery of Post-Consolidation Common Shares will be made through the facilities
of CDS to CDS participants, who in turn will deliver Post-Consolidation Common Shares to Intermediaries holding Common
Shares on behalf of beneficial holders thereof pursuant to standing instructions and customary practices.
Beneficial Holders should contact their Intermediary for instructions and assistance in providing details of registration
and delivery of Pre-Consolidation Common Shares.
Procedure for Exchange of Notes for New Secured Notes and New Common Shares (if applicable)
Surrender and Cancellation of Notes
On or after the Effective Date, CDS (or its nominee) (as registered holder of the Notes on behalf of Noteholders) shall surrender,
or cause the surrender of, the certificate(s) representing the Notes to the Notes Trustee for cancellation in exchange for the
consideration payable to Noteholders pursuant to the Plan.
Issuances to Noteholders
Registered Noteholders
The issuances and distributions to registered Noteholders contemplated in the Plan will be made as follows:
(a)

The delivery of the New Secured Notes issued by the New Secured Notes Issuers pursuant to the Plan shall
be made by way of, if applicable, delivery on the Effective Date, or as soon as practicable thereafter, of New
Secured Notes in certificated form or in book form (as determined by the Applicants in consultation with the
News Secured Notes Trustee) to any Noteholder that is entitled to receive New Secured Notes under the Plan,
has withdrawn its Notes from CDS, and holds such Notes in registered form, pursuant to the registration and
delivery instructions provided by each such Noteholder.

(b)

Any Noteholder that has withdrawn its Notes from CDS and holds such Notes in registered form shall be
required to provide registration details for the issuance and delivery of its New Secured Notes in certificated
form or book form to the Proxy, Information and Exchange Agent by the Early Consent Date (or such later
date as agreed to by the Applicants, acting reasonably). If a Noteholder that is to receive its New Secured
Notes in certificated form or book form pursuant to the Plan has not provided the required registration details
to the Proxy, Information and Exchange Agent by the Early Consent Date (or such later date as agreed to by
the Applicants, acting reasonably), such Noteholder’s New Secured Notes shall be issued to the Proxy,
Information and Exchange Agent in the form of a separate note certificate (or such other form as agreed to

- 23 -

with the New Secured Notes Trustee) to the Proxy, Information and Exchange Agent for the benefit of the
Noteholder until such time as the Noteholder provides the required registration details.
(c)

On the Effective Date, Source shall deliver a treasury direction to the Transfer Agent that directs the Transfer
Agent to issue all of the New Common Shares to be issued and distributed under the Plan and direct the
Transfer Agent to use its commercially reasonable efforts to cause the New Common Shares under the Plan
to be distributed by no later than the second Business Day following the Effective Date (or such other date
as the Applicants and the Majority Initial Consenting Noteholders may agree, each acting reasonably).

(d)

The delivery of New Common Shares issued pursuant to the Plan shall be made in respect of any Noteholder
that is entitled to receive New Common Shares under the Plan, has withdrawn its Notes from CDS, and holds
such Notes in registered form, by providing either (A) Direct Registration System advices or confirmations
or (B) certificated shares, as elected by such holder in consultation with Source, in the name of the applicable
recipient thereof (or its Intermediary) and registered electronically in Source’s records, which will be
maintained by the Transfer Agent.

Beneficial Noteholders
Beneficial holders of Notes do not need to take any action. The New Common Shares and New Secured Notes to which such
beneficial holders of Notes are entitled, as applicable, will be delivered by CDS to their Intermediary on their behalf.
Strict compliance with the requirements set forth under “Description of the Recapitalization Transaction and Certain Related
Matters – Procedures” concerning, among other things, the deposit and delivery of New Secured Notes, and requirements for
ensuring Noteholders eligible to receive a Pro Rata Share of the Early Consent Notes Pool, will be necessary.
Expenses
The estimated fees, costs and expenses payable by Source in connection with the completion of the Recapitalization Transaction
including, without limitation, financial advisory fees, filing fees, legal and accounting fees and printing and mailing costs are
anticipated to be approximately $3,000,000.
Failure to Implement the Recapitalization Transaction
If the Recapitalization Transaction is not successful, the Company will need to evaluate other options and alternatives to address
its liquidity challenges, which could include an insolvency or other court proceeding. In that scenario, the value available to
stakeholders may be significantly less than under the Recapitalization Transaction, and there is a significant risk that there may
be no recovery of any kind, including any retained equity interest, for Shareholders or other stakeholders with claims ranking
subordinate to the secured claims under the Credit Facility and Notes.
BACKGROUND TO AND REASONS FOR THE RECAPITALIZATION TRANSACTION
Source is an industry-leading logistics company that specializes in the mining and distribution of high-quality Northern White
“frac sand” used in the hydraulic fracturing of oil and natural gas wells. Source is the largest distributor of Northern White frac
sand in the WCSB and has a market share of over 40% of the total proppant market in the WCSB (including Northern White
sand, domestic sand and other proppants). Through its extensive and strategically-situated Western Canadian terminal network,
Source provides logistics, storage and transload services for frac sand, other oil and gas well completion materials, and
agricultural products.
Source has a strong market position and is a key supplier of frac sand to some of Canada’s leading oil and gas producers. The
Company has made significant investments to develop the largest network of owned and operated transload terminals in the
WCSB and provide full-service logistics solutions for its customers. Source has extensive production and terminal capacity
and is well-positioned to capitalize on expanded production and investment activity in the WCSB.
As demand for Source’s products and services is driven by the level of drilling, completion and production activity in the
WCSB, the Company’s business is impacted by developments affecting the entire Western Canadian oil and gas industry. In
recent years, production activity in the WCSB has been constrained as a result of persistent regional challenges, including a
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lack of transportation capacity that impairs producers’ ability to access U.S. and international markets that offer better pricing
for oil and natural gas.
Source’s primary secured indebtedness consists of the Credit Facility and the Notes. As at October 21, 2020, the aggregate
principal obligations outstanding under the Credit Facility are approximately $28,100,000 (including undrawn letters of credit).
The current principal obligations outstanding under the Notes are approximately $157,710,000. Both the Credit Facility and
the Notes mature in December 2021 and are secured by a security interest over substantially all of the assets and property of
the Company. Commencing in late 2019, the Board and management began evaluating potential options to refinance the
Company’s indebtedness – in particular the Notes – upon maturity.
In the first quarter of 2020, the regional challenges facing the WCSB and the Company were substantially compounded as a
result of the COVID-19 pandemic and a global price war among certain oil producing nations, which resulted in a precipitous
decline in global demand and pricing for oil and gas. The global economic slowdown caused a significant contraction in drilling,
completion and production activity in the WCSB. The current and forecasted reductions in capital spending for WCSB oil and
gas producers have impacted the near-term demand outlook for Source’s products and services.
While the Company expects to increase its market share and maintain its strong operating performance, its capital structure
adversely impacts its ability to withstand current industry conditions and access the liquidity needed to operate its business. In
the current environment and significantly depressed industry conditions, the debt servicing costs of the Notes – which require
Source to make a semi-annual cash interest payment of approximately $8.3 million in June and December of each year – are
not sustainable. Source is also subject to a borrowing base restriction under the Credit Facility that, in light of recent reductions
in business activity, prevents the Company from accessing the full availability under the Credit Facility. The Company’s
existing capital structure makes it difficult for the Company to manage its business through the current industry downturn,
satisfy its ongoing interest obligations, and make the targeted investments needed to capitalize on market opportunities as
industry conditions improve. Furthermore, the uncertainty associated with the timing of a recovery in industry and market
conditions has cast significant doubt on the ability of the Company to refinance the Credit Facility and Notes when they mature
in 2021.
In light of the circumstances facing the Company, in March of 2020 the Board and the Company’s management commenced a
formal review of strategic alternatives to preserve the value of Source’s industry-leading business while maintaining access to
sufficient liquidity. The Board engaged Goodmans LLP to provide the Board and the Company with legal advice in connection
with this process.
In support of this process, the Board formed the Independent Committee comprised of A.S. Hanlon (Chair), Carrie Lonardelli
and Ken Seitz, each of whom is independent within the meaning of applicable Canadian securities laws, to oversee the process.
The Independent Committee engaged Norton Rose Fullbright LLP as its independent legal counsel and, after meeting with
several prospective independent financial advisors, engaged National Bank as its independent financial advisor to the assist the
Independent Committee in discharging its mandate and to provide the Opinions.
Under the direction of the Independent Committee and the Board and their advisors, the Company commenced a thorough
review of alternatives reasonably available to the Company to address the current business and financial challenges faced by
the Company, including, among others, managing through the current liquidity issues, pursuing cost savings and efficiencies,
availing itself of government relief programs, reviewing transaction, investment and financing opportunities and implementing
a recapitalization or restructuring transaction.
As an immediate step to preserve its existing liquidity, Source pursued and negotiated substantial operating cost savings
throughout its business. These initiatives included renegotiation of lease terms for its fleet of approximately 2,469 leased rail
cars used to transport frac sand throughout Source’s supply network and its heavy equipment leases. The resulting changes to
the Company’s rail car leases as a result of these negotiations significantly lowered Source’s leasing costs in the near term and
established an improved cost structure that matches increased variable leasing costs with expansion in Source’s revenue and
business activity. Source also reduced its operating costs through workforce reductions and the deferral or elimination of certain
operating expenditures. These operational initiatives helped the Company to manage liquidity through this initial period and
were an important component of Source’s overall objective of emerging from the current downturn as a stronger company with
improved financial flexibility. However, these initiatives, on their own, were not sufficient to provide the Company with
sufficient liquidity to operate its business and meet its debt service obligations.
Commencing in May of 2020, the Company, under the direction of the Independent Committee and the Board, engaged with
Noteholders to discuss the possibility of a consensual restructuring transaction. In response, a group of Noteholders formed the
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Noteholder Committee to represent the interests of the Noteholders in discussions with the Company. The Noteholder
Committee engaged legal and financial advisors in connection with these discussions. On May 1, 2020, the Company entered
into a confidentiality and non-disclosure agreement with the Noteholder Committee to facilitate discussions between the parties
with respect to a consensual restructuring transaction and to enable the members of the Noteholder Committee and their
advisors to review information with respect to the business, operations and financial position of the Company.
Concurrently with the discussions with the Noteholder Committee, Source also engaged in frequent discussions and
negotiations with the Lenders with respect to the Company’s liquidity requirements, the terms and structure of a potential
recapitalization transaction, and required amendments to the Credit Facility to address the Company’s current circumstances.
To provide stability and ensure sufficient liquidity while negotiations progressed, the Lenders and the Noteholder Committee
agreed to provide Source with temporary relief under the Credit Agreement and the Notes Indenture. The Credit Agreement
was amended a number of times to provide additional availability in excess of the borrowing base, but within the limitations
set by the Notes Indenture, and to provide relief from certain provisions.
Between May and October of 2020, the Company, under the direction of the Independent Committee and the Board, and the
Noteholder Committee, and their respective advisors, engaged in extensive discussions and negotiations with respect to the
terms of the Recapitalization Transaction. These discussions focused on the Company’s liquidity requirements, the optimal
long-term capital structure for the Company, and the objectives and requirements of the parties to complete a consensual
recapitalization transaction. During this period, the Company and the Noteholder Committee exchanged a series of term sheets
and drafts of the Noteholder Support Agreement.
Source also explored and pursued various financing and liquidity support programs introduced by governmental agencies in
response to the COVID-19 pandemic and/or the significant challenges facing the Western Canadian oil and gas industry. The
Company reviewed program opportunities and requirements, engaged in discussions with program administrators, and received
and reviewed term sheets. The Company also discussed the potential structure and terms of various programs with the Lenders
and the Noteholder Committee to determine their views on particular programs and their support for any resulting modifications
to the Company’s capital structure.
As a result of this process, Source identified a mid-market financing program administered by BDC as a potentially available
avenue to obtain access to additional financing and liquidity. The BDC mid-market financing program provides loans to
financially-viable, medium-sized businesses that are particularly impacted by the COVID-19 pandemic and/or the recent
decline in oil and gas prices. Over recent months, Source has worked with BDC to develop and negotiate the structure and
terms of the BDC Facility. As the BDC program is conditional on participation of the Lenders, there were extensive discussions
between BDC and the Lenders regarding the implementation of the BDC Facility. The BDC Facility will enable Source to
obtain needed liquidity at this stage in the business cycle, enable the Lenders to manage their exposure, and facilitate the
completion of the Recapitalization Transaction in a manner supported by the Lenders and the Initial Consenting Noteholders.
Throughout the strategic review and negotiation process, the Independent Committee and the Board met frequently to receive
legal and financial advice regarding the terms of the Recapitalization Transaction and alternatives thereto, receive updates
regarding the Company’s business and financial performance and forecasts, receive updates regarding the status of negotiations
with the Lenders, the Noteholders and BDC and provide direction to management and the Company’s advisors with respect to
the negotiation of the terms of the Recapitalization Transaction.
Following extensive negotiations with the Noteholder Committee, the Lenders and BDC, the Company reached agreements in
principle with the Lenders, BDC and the Initial Consenting Noteholders with respect to the terms of the Recapitalization
Transaction, including the financing to be provided under the Amended Credit Facility and the BDC Facility concurrently with
the completion of the Recapitalization Transaction.
On October 7, 2020, National Bank provided the Opinions to the Independent Committee that, based upon and subject to the
assumptions, limitations, qualifications and other matters stated therein (a) the Recapitalization Transaction is fair, from a
financial point of view, to the Noteholders and the Existing Shareholders, and (b) the Recapitalization Transaction is fair, from
a financial point of view, to the Company. See “National Bank Opinions”.
After receiving legal and financial advice and carefully considering the information and factors described below, among others,
the Independent Committee unanimously concluded that the Recapitalization Transaction was in the best interests of the
Company and recommended that the Board approve the Recapitalization Transaction and recommended that Noteholders and
Shareholders vote in favour of the Recapitalization Transaction. After receiving the Independent Committee’s
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recommendation, the Board unanimously approved the Recapitalization Transaction and resolved to recommend that
Noteholders and Shareholders vote in favour of the Recapitalization Transaction. The reasons for the Independent Committee’s
and the Board’s conclusions and recommendations are set out below.
Following the Independent Committee and Board meetings, the Company entered into the Noteholder Support Agreement with
the Consenting Noteholders and also entered into non-binding term sheets with the Lenders with respect to the terms of the
Amended Credit Facility and with BDC with respect to the terms of the BDC Facility.
The Recapitalization Transaction was publicly announced by news release on October 7, 2020.
Reasons for the Independent Committee’s and the Board’s Conclusions and Recommendations
The following is a summary of certain information and factors, among others, that the Independent Committee and the Board
reviewed and considered in relation to the Recapitalization Transaction:
(a)

the current challenges in the Western Canadian oil and natural gas industry, including the lack of
transportation capacity that impairs producers’ ability to access U.S. and international markets that offer
better pricing for oil and natural gas;

(b)

the impact of the COVID-19 pandemic on global markets for oil and gas and capital spending and drilling
completion activity in the WCSB in particular;

(c)

the Company’s current capital structure and financial position, including its ability to remain in compliance
with the Credit Facility and the Notes;

(d)

the prospects for the Company to be able to refinance the Credit Facility and the Notes upon maturity in
2021;

(e)

frequent updates regarding the Company’s actual and forecasted operating and financial performance, as well
as the liquidity required by and available to the Company to support business operations and service its
secured debt obligations;

(f)

frequent updates regarding the status and terms of negotiations with the Lenders, the Noteholders, BDC and
other third parties throughout the process;

(g)

financial and other analysis regarding the impact of the Recapitalization Transaction and all reasonably
available alternatives to the Recapitalization Transaction, including managing through the current liquidity
issues, pursuing cost savings and efficiencies, other potential government relief programs, other transaction,
investment and financing opportunities and liquidation scenarios;

(h)

the advice of legal and financial advisors, including the Opinions;

(i)

the fact that Noteholders holding approximately 74% of the principal amount of the Notes are supportive of
the Recapitalization Transaction and would be entering into the Noteholder Support Agreement; and

(j)

the fact that Shareholders holding approximately 46% of the Common Shares, including TriWest, the
Company’s largest Shareholder, are supportive of the Recapitalization Transaction and have entered into the
Shareholder Support Agreement.

In reaching their conclusions and recommendations, the Independent Committee and the Board determined that the
Recapitalization Transaction, if implemented, would have the following benefits, among others, to Source and its stakeholders:
(a)

the Recapitalization Transaction will result in a reduction in the principal amount of the Company’s New
Secured Notes (relative to the Notes);
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(b)

the maturity date of the Company’s principal secured indebtedness will be extended significantly, as the
Notes maturing December 2021 will be exchanged for, among other things, New Secured Notes maturing
March 2025;

(c)

the Company will gain enhanced financial flexibility and the ability to reduce and manage its near term cash
interest expense by virtue of the PIK Interest Option under the New Secured Notes, which enables the New
Secured Notes Issuers to pay interest in kind through the issuance of New Secured Notes on any quarterly
interest payment due on or before February 15, 2022 (the “PIK Interest Option”);

(d)

the Amended Credit Facility and the BDC Facility will allow the Company to access incremental liquidity to
support business operations and liquidity needs, and there can be no assurances that the Amended Credit
Facility or the BDC Facility would be available to Source other than in the context of completing the
Recapitalization Transaction;

(e)

the Recapitalization Transaction will preserve value for Shareholders, who will retain approximately 37.5%
of the Common Shares of SES, on a fully-diluted basis, following the Recapitalization Transaction;

(f)

the Company will be able to continue business operations in the normal course and satisfy its obligations to
customers, suppliers, employees, business partners and governmental authorities; and

(g)

the Company will have a stronger long-term capital structure better equipped to withstand current industry
challenges and capitalize on opportunities when business and investment activity expands in the Western
Canadian oil and gas industry.

The Independent Committee and the Board also considered a number of risks and potentially negative factors associated with
the Recapitalization Transaction, which are described below under the heading “Risk Factors”.
The foregoing discussion of the principal factors and risks considered and given weight by the Independent Committee and the
Board is not intended to be exhaustive. In reaching their conclusions and recommendations, neither the Independent Committee
nor the Board assigned any relative or specific weights to the foregoing factors, and individual directors may have given
different weights to different factors. The Independent Committee's and the Board's reasons for recommending the
Recapitalization Transaction include certain assumptions relating to forward-looking information, and such information and
assumptions are subject to various risks. See "Forward-Looking Statements" and "Risk Factors".
National Bank Opinions
In the Opinions, National Bank concludes that, subject to the scope of review, assumptions and limitations set forth in its
opinions: (i) the Recapitalization Transaction, if implemented, is fair, from a financial point of view, to the Noteholders and
the Shareholders, and (ii) the Recapitalization Transaction, if implemented, is fair, from a financial point of view, to the
Company.
The Opinions describe the scope of the review undertaken by National Bank, the assumptions made by National Bank, the
limitations on the use of the Opinions, and the basis of National Bank’s fairness analysis for the purposes of the Opinions,
among other matters. The summary of the Opinions set forth in this Information Circular is qualified in its entirety by reference
to the full text of the Opinions. National Bank has provided its written consent to the inclusion of the Opinions in this
Information Circular.
Recommendation of the Board of Directors
After carefully considering the Company’s current circumstances (including the Company’s current capital structure and
financial position, the ongoing challenges in the Western Canadian oil and natural gas industry, the Company’s cash interest
obligations and the upcoming maturity under the Notes, and the Company’s liquidity requirements and ability to remain in
compliance with the Credit Facility and the Notes), receiving independent legal and financial advice (including the Opinions),
engaging in extensive discussions with the Company’s key stakeholders, including the Noteholder Committee and the Lenders,
and weighing all of the relative benefits and risks of all reasonably available alternatives (including the status quo), the
Independent Committee and the Board unanimously determined that the proposed Recapitalization Transaction is the best
available option to address the current liquidity challenges facing the Company, preserve value for all stakeholders, and provide
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Source with a stronger long-term capital structure that will allow it to capitalize on its industry-leading position when market
and industry conditions begin to improve, and approved the Plan and the Recapitalization Transaction contemplated thereby.
The Board also considered various factors discussed in the foregoing section entitled “Background to and Reasons for the
Recapitalization Transaction”. Further, the Board took note of the fact that Noteholders holding approximately 74% of the
Notes and Shareholders holding approximately 46% of the Common Shares were supportive of the Recapitalization Transaction
and would be entering into the Support Agreement.
The Board unanimously recommends that the Noteholders and Shareholders support and vote in favour of the Recapitalization
Transaction.
EFFECT OF THE RECAPITALIZATION TRANSACTION
Unaudited Pro Forma Balance Sheet
The Recapitalization Transaction is expected to provide the Company with a stronger, long-term capital structure through
completion of the following:
•

•
•
•
•
•

address the maturity of, and Source’s obligations (including all accrued and unpaid interest) under, the Notes
through an exchange of the Notes for a combination of the New Secured Notes, resulting in a $32.7 million
decrease of the principal amount and the issuance of the New Common Shares, representing approximately 62.5%
of the Common Shares outstanding on a fully-diluted basis immediately following the completion of the
Recapitalization Transaction;
enable Source to access new funding under the $20.0 million BDC Facility, with participation from the Company’s
existing lending syndicate;
provide enhanced liquidity and financial flexibility as a result of the terms of the New Secured Notes and the BDC
Facility, which will enable the Company to pay interest in kind, rather than in cash, for certain periods with these
instruments;
enable Source to obtain the support of its lending syndicate through an amendment to the Credit Facility, providing
the Source LP with an extended maturity date, ongoing financial flexibility and access to liquidity under the
Amended Credit Facility;
result in the Shareholders retaining approximately 37.5% of the outstanding Common Shares on a fully-diluted
basis following completion of the Recapitalization Transaction, thereby allowing Shareholders to participate in
the anticipated future growth of Source’s business as market conditions improve in the WCSB; and
lower the Company’s annual lease payments by approximately 45%, when compared to 2019, through
renegotiation of its equipment and rail car leases.

The following unaudited pro forma balance sheet is presented for illustrative purposes only to show the effect of the
Recapitalization Transaction on Source’s capital structure. It is not necessarily indicative of the operating or financial results
that would have occurred had the Recapitalization Transaction occurred on the dates presented in the unaudited pro forma
balance sheet shown below, or of the results expected in future periods.
Source Energy Services
Consolidated Balance Sheet
As at June 30, 2020
(in thousands of dollars)

ASSETS
Restricted cash
Accounts receivable
Prepaid expenses
Inventories

Actual as at
June 30, 2020

Adjustments
for
Recapitalization

ProForma as at
June 30, 2020

–
15,652
3,656
58,238

8,890
–
(731)
–

8,890
15,652
2,925
58,238
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Total current assets

77,546

8,159

85,705

Property, plant and equipment
Right-of-use assets1

156,862
53,700

–
(8,219)

156,862
45,481

Total assets

288,108

(60)

288,048

Liabilities and equity
Current liabilities
Accounts payable and accruals
Contract liabilities
Lease liabilities
Decommissioning provision

35,487
1,282
22,916
1,822

(5,900)
–
(6,960)
–

29,587
1,282
15,956
1,822

Total Current Liabilities

61,507

(12,860)

48,647

Lease liabilities1
Long-term debt
Contract liabilities
Decommissioning provision

37,712
166,820
350
10,913

(1,259)
(33,384)
–
–

36,453
133,436
350
10,913

Total long-term liabilities

215,795

(34,644)

181,151

Total Liabilities

277,302

(47,504)

229,798

397,911
7,910
(405,136)

7,644
(4,951)
39,832

405,555
2,959
(365,304)

Shareholders' equity
Non-controlling interests

15,039
15,724
(4,918)

–
42,525
4,918

15,039
58,249
–

Total equity

10,806

47,443

58,249

288,108

(60)

288,048

Shareholders' equity
Contributed surplus
Accumulated deficit
Cumulative translation
adjustment

Total liabilities and equity

Note 1: The renegotiation of equipment and rail car leases was completed as part of the efforts undertaken by the
Company to achieve a stronger capital structure and is not contingent upon the closing of the Recapitalization
Transaction.

Notes to the Unaudited Pro Forma Balance Sheet as at June 30, 2020:
1.

Basis of presentation

The accompanying unaudited pro forma consolidated balance sheet of Source has been prepared by management using the
unaudited condensed consolidated interim financial statements as at June 30, 2020. The unaudited pro forma consolidated
balance sheet is presented for illustrative purposes only and gives effect to the Recapitalization Transaction as if it had been
effected on June 30, 2020. The accompanying unaudited pro forma consolidated balance sheet should be read in conjunction
with the audited consolidated financial statements as at December 31, 2019 and 2018 and the unaudited condensed consolidated
interim financial statements and related disclosures as at and for the three months ended June 30, 2020.
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The Recapitalization Transaction is subject to approvals required by the CBCA Proceedings. If the Recapitalization Transaction
is approved and completed, it will be accounted for on the basis of events and circumstances at the Effective Date. The
unaudited pro forma balance sheet is based on currently available information and on certain assumptions that Source’s
management believes are reasonable under the circumstances. Some assumptions may not materialize and events and
circumstances occurring subsequent to June 30, 2020 may differ from those assumed or anticipated, which may materially
affect amounts disclosed in the unaudited pro forma balance sheet. Additionally, the unaudited pro forma balance sheet does
not intend to represent Source’s actual financial position upon completion of the Recapitalization Transaction or represent the
fair value of the assets and liabilities at the actual Effective Date.
2.

The Recapitalization Transaction

The Recapitalization Transaction is expected to be implemented as set out in the Plan and described in this Circular. The
Recapitalization Transaction contemplates a series of steps leading to a realignment of Source’s capital structure. These steps
include, among other things and as further described under ”Description of the Recapitalization Transaction and Certain
Related Matters – Transaction Steps Under the Plan”:
a)

an exchange of the Notes for (a) the New Secured Notes in an aggregate principal amount equal to $133,279,775,
plus the principal amount of the Early Consent Notes; and (b) the New Common Shares representing
approximately 62.5% of the Common Shares outstanding on a fully-diluted basis immediately following the
completion of the Recapitalization Transaction;

b) the entering into of the BDC Facility up to an aggregate principal amount of $20 million with participation from
the Company’s existing lending syndicate;
c)

an amendment of the Credit Facility to facilitate completion of the Recapitalization Transaction and ensure the
Company has ongoing access to liquidity under the Credit Facility; and

d) the renegotiation of the Company’s rail car and equipment lease contracts.
3.

The New Secured Notes

Pursuant to the Plan, Noteholders are entitled to their Pro Rata Share of the New Secured Notes Pool. The unaudited pro forma
balance sheet reflects the issuance of the $140.9 million of New Secured Notes (comprised of $125 million of principal, plus
all accrued and unpaid interest to the Effective Date), net of transaction costs. Interest will accrue at a rate of 10.5% per annum
(which is increased to 12.5% per annum for any interest that is capitalized and paid in kind) and paid quarterly. Source may
elect to pay interest in kind, rather than in cash, for all quarterly interest payments up to and including the February 15, 2022
interest payment.
The New Secured Notes have been recorded for accounting purposes at their approximate fair value, which has been determined
based on estimated amounts immediately upon closing of the Recapitalization Transaction. The difference between the
estimated fair value of the New Secured Notes and the extinguishment of the carrying value of the Notes resulted in a gain on
extinguishment and is reflected in accumulated deficit in the unaudited pro forma balance sheet.
A further description of the New Secured Notes and the New Secured Notes Indenture is set forth in “Summary – Notes
Exchange”.
4.

The BDC Facility

Source will enter into the BDC Facility, a non-revolving term loan in the aggregate principal amount of $20 million, maturing
four years from closing. The interest rate will be 5% per annum in its first year and will increase each year thereafter. Interest
relating to the first 12 months of the BDC Facility will be paid in kind through the increase in the principal amount of the BDC
Facility.
The unaudited pro forma balance sheet includes the BDC Facility in long-term debt, and assumes proceeds will be utilized to
reduce certain past due vendor obligations, with the remaining proceeds held as cash, rather than utilized as a reduction of
amounts outstanding on the credit facility.
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5.

The Issuance of New Common Shares

SES will consolidate its existing Common Shares on a 12:1 basis and then issue 8,465,678 New Common Shares. The unaudited
pro forma balance sheet reflects the issuance of the New Common Shares at an estimated fair value of $0.075 per share, net of
estimated transaction costs. The actual new Common Share price used to account for the Recapitalization Transaction will be
determined using the new Common Share price (or appropriate weighted average calculation) as of the Effective Date.
6.

The Class B Share Conversion

On October 22, 2020, TriWest exchanged all of the outstanding Class B Shares into Common Shares on a one-for-one basis
pursuant to the Exchange Agreement. As a result, the Class B Shares no longer represent a non-controlling interest. The
unaudited pro forma balance sheet reflects the conversion of the Class B Shares which, for accounting purposes, eliminates any
value assigned to the conversion feature of the former Class B Shares and the non-controlling interests on the balance sheet,
with any residual amounts recorded in contributed surplus.
7.

Advisor Fees

The unaudited pro forma balance sheet reflects cash fees, costs and expenses payable by Source in connection with the
completion of the Recapitalization Transaction including, without limitation, financial advisory fees, filing fees, lending
commitment fees, legal and accounting fees and printing and mailing fees, estimated to be approximately $5.4 million.
Source After the Recapitalization Transaction
Share Capital
After the Recapitalization Transaction is implemented, the authorized capital of Source will consist of an unlimited number of
Common Shares, an unlimited number of Class B Shares and an unlimited number of preferred shares issuable in series. On
the Effective Date, approximately 13,545,085 Common Shares, no Class B Shares and no preferred shares are expected to be
outstanding.
Principal Shareholders
To the knowledge of the Company’s management, after giving effect to the Recapitalization Transaction there will be no
Persons who will beneficially own or exercise control or direction over, directly or indirectly, voting shares of the Company
carrying more than 10% of the voting rights attached to all outstanding voting shares of the Company, other than as indicated
in the table below.

Name of Shareholder
Mackenzie Investments
TriWest Capital Partners

Common Shares as at the Effective
Date upon Completion of the
Arrangement
2,060,924

Percentage of Common Shares as at
the Effective Date upon Completion of
the Arrangement
15.22%

1,389,778

10.26%

NOTEHOLDER SUPPORT AGREEMENT
On October 7, 2020, SES, Source LP and Source Holdings entered into the Noteholder Support Agreement with the Consenting
Noteholders, which hold in the aggregate $116,940,800 of principal amount of Notes (based on holdings of Notes disclosed to
the Company in the Noteholder Support Agreement), representing approximately 74% of the Notes. The following is a
summary of the principal terms of the Noteholder Support Agreement. This summary does not purport to be complete and is
qualified in its entirety by reference to the Noteholder Support Agreement, a copy of which, subject to applicable redactions,
is available under the Company’s profile on SEDAR at www.sedar.com.
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Consenting Noteholder Covenants and Consents
Pursuant to the Noteholder Support Agreement, and subject to the terms and conditions thereof, each Consenting Noteholder
agreed, among other things:
(a)

to vote (or cause to be voted) all of its Relevant Debt and Relevant Shares (as defined in the Noteholder
Support Agreement), as applicable, in favour of the approval, consent, ratification and adoption of the
Recapitalization Transaction and, if applicable, the Plan, and any actions required in furtherance thereof, in
accordance with the terms herein; and against the approval, consent, ratification and adoption of any matter
or transaction respecting the Company that, if approved, consented to, ratified or adopted could reasonably
be expected to delay, challenge, frustrate or hinder the consummation of the Recapitalization Transaction
and, if applicable, the Plan, and that it shall tender its proxy or voting instructions for any such vote in a
timely manner in compliance with all applicable deadlines;

(b)

not to take any action, directly or indirectly, that is inconsistent with its obligations under the Noteholder
Support Agreement or that would frustrate, hinder or delay the consummation of the Recapitalization
Transaction;

(c)

not to propose, file, solicit, vote for (or cause to vote for), agree to or otherwise support any alternative offer,
transaction (including exchange transaction), restructuring, liquidation, workout or plan of compromise or
arrangement or reorganization of or for the Company, including, without limitation, any proceeding or plan
of arrangement under the CBCA, other legislation or otherwise, or note exchange transaction pursuant to an
exchange offer or otherwise, that is inconsistent with the Recapitalization Transaction or the Noteholder
Support Agreement; and

(d)

to use its commercially reasonable efforts to support, and to instruct the Initial Consenting Noteholder
Advisors to support, all motions filed by the Company in the CBCA Proceedings that are consistent with and
in furtherance of the Noteholder Support Agreement, the Recapitalization Transaction and the Plan.

Pursuant to the Noteholder Support Agreement, and subject to the terms and conditions thereof, the Company agreed to, among
other things, take all reasonable actions necessary to implement the Recapitalization Transaction in accordance with the terms
of the Noteholder Support Agreement, file the Plan on a timely basis consistent with the terms and conditions of the Noteholder
Support Agreement, take all commercially reasonable actions necessary to obtain any regulatory approvals required to
implement the Recapitalization Transaction and to achieve the following timeline:
(a)

obtain approval of the Interim Order by the Court by no later than October 30, 2020; and

(b)

obtain approval of the Final Order by the Court by no later than December 15, 2020;

(c)

implement the Recapitalization Transaction by no later than the Outside Date, being January 31, 2021 or
such other date as the Company and the Majority Initial Consenting Noteholders may agree.

Representations and Warranties
The parties to the Noteholder Support Agreement made a number of customary representations and warranties regarding
themselves and the Noteholder Support Agreement.
Superior Proposal
The Noteholder Support Agreement provides that, in the event the Company receives a bona fide unsolicited proposal, the
Company is permitted to negotiate and enter into a transaction in respect of any such proposal if, following receipt of advice
from outside legal and financial advisors and discussions with the Initial Consenting Noteholders, the Board believes in good
faith, in the exercise of its fiduciary duties, that such proposal (A) could reasonably be expected to result in a transaction more
favourable to the Company and its stakeholders (including the Noteholders) than the Recapitalization Transaction (a “Superior
Proposal”) and (B) is supported by Noteholders holding not less than two-thirds of the aggregate principal amount of Notes
outstanding or is capable of being implemented without the support of Noteholders holding such aggregate principal amount
of Notes and without breach of the Notes Indenture; provided further that if the Company receives a Superior Proposal, it shall
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disclose to the Initial Consenting Noteholder Advisors within two (2) Business Days of the receipt of such Superior Proposal
(i) the receipt thereof, (ii) the identity of the Person or group of Persons involved, (iii) the material terms of such Superior
Proposal, and (iv) if the proposal is in writing, a copy thereof plus copies of any other material document received in respect
of such Superior Proposal, in each case subject to any confidentiality restrictions in respect of such Superior Proposal and
provided that the Initial Consenting Noteholder Advisors and any Initial Consenting Noteholders to whom the information is
provided shall keep such information confidential. The Company shall keep the Initial Consenting Noteholder Advisors and
the Initial Consenting Noteholders informed, on a timely basis, of the status of material developments with respect to such
Superior Proposal, in each case subject to any confidentiality restrictions in respect of such Superior Proposal and provided
that the Initial Consenting Noteholder Advisors and any Initial Consenting Noteholders to whom the information is provided
shall keep such information confidential. The Company shall use its commercially reasonable efforts to prevent any applicable
confidentiality agreement from restricting the conveyance of the foregoing information to the Initial Consenting Noteholders
or the Initial Consenting Noteholder Advisors.
Conditions
The Noteholder Support Agreement stipulates that the following conditions for the mutual benefit of the Company and the
Consenting Noteholders, among others, must be satisfied or waived in accordance with the terms therein prior to
implementation of the Recapitalization Transaction:
(a)

The Noteholder Support Agreement shall not have been terminated;

(b)

The Plan shall have been approved by the Court and the requisite majority(ies) of affected stakeholders as
and to the extent required by the Court, in a form consistent with the Noteholder Support Agreement or
otherwise acceptable to the Majority Initial Consenting Noteholders, acting reasonably;

(c)

The Court shall have granted the Final Order, in form and substance satisfactory to Source and the Majority
Initial Consenting Noteholders, and the implementation, operation or effect of the Final Order shall not have
been stayed, vacated, appealed, made subject to pending appeal, or varied in a manner not acceptable to
Source or the Majority Initial Consenting Noteholders, each acting reasonably;

(d)

All applicable appeal periods in respect of the Final Order shall have expired, provided that if all other
conditions in the Noteholder Support Agreement have been satisfied or waived by the Outside Date, then the
Outside Date shall be extended by the number of days remaining in the applicable appeal period;

(e)

The director appointed pursuant to Section 260 of the CBCA shall have issued a certificate of arrangement
giving effect to the articles of arrangement in respect of the Plan;

(f)

The Definitive Documents, as defined in the Noteholder Support Agreement, shall be on terms consistent
with the Noteholder Support Agreement, and shall be in form and substance satisfactory to the Company and
the Majority Initial Consenting Noteholders;

(g)

All filings that are required to be made under applicable Law in connection with the Recapitalization
Transaction shall have been made, and any material third party or regulatory consents or approvals that are
required in connection with the Recapitalization Transaction shall have been obtained (or, if applicable, have
been provided for in the Final Order) on terms satisfactory to the Company and the Majority Initial
Consenting Noteholders;

(h)

All orders rulings, decrees, judgments, approvals, decisions and determinations made, issued or rendered by
the Court, the TSX or any Governmental Entity in relation to the Recapitalization Transaction and, if
applicable, the Plan, and the terms and conditions attached to any such order, ruling, judgment, approval or
determination, as applicable, shall be in form and substance satisfactory to the Company and the Majority
Initial Consenting Noteholders, each acting reasonably;

(i)

There shall not be in effect any preliminary or final order, ruling, decree, judgment, approval, decision or
determination by a Governmental Entity, no application shall have been made by any Person to any
Governmental Entity, and no action or investigation shall have been announced, threatened or commenced
by or before any Governmental Entity, in consequence of or in connection with the Recapitalization
Transaction or, if applicable, the Plan, that restrains, prohibits or materially impedes (or if granted would or
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could reasonably be expected to restrain, prohibit or materially impede), the Recapitalization Transaction or,
if applicable, the Plan, or requires or purports to require a variation of the terms of the Recapitalization
Transaction that is not acceptable to the Company and the Majority Initial Consenting Noteholders, each
acting reasonably;
(j)

Source shall have obtained (including, if applicable, pursuant to the terms of the Plan and/or the Final Order)
such consents and approvals from securityholders as may be required under applicable Law to complete the
Recapitalization Transaction;

(k)

The Amended Credit Facility and the BDC Facility shall be effective and the credit agreements in respect
thereof shall be in form and substance consistent with the term sheets delivered to the Initial Consenting
Noteholder Advisors prior to the execution of the Noteholder Support Agreement and otherwise in form and
substance acceptable to the Company and the Majority Initial Consenting Noteholders, each acting
reasonably;

(l)

The New Secured Notes Indenture and the New Intercreditor Agreement shall be in form and substance
acceptable to Source and the Majority Initial Consenting Noteholders, each acting reasonably;

(m)

Source shall have obtained all approvals from the TSX as may be required to complete the Recapitalization
Transaction, and the terms and conditions thereof shall be acceptable to the Company and the Majority Initial
Consenting Noteholders, each acting reasonably;

(n)

The composition and size of the board of directors of Source as of the Effective Date shall be satisfactory to
the Company and the Majority Initial Consenting Noteholders, each acting reasonably;

(o)

All Common Shares shall be listed and conditionally approved for trading on the TSX, subject only to the
receipt of customary final documentation;

(p)

The Effective Date shall occur by the Outside Date; and

(q)

The Consenting Noteholders shall have complied in all material respects with their covenants and obligations
under the Noteholder Support Agreement that are to be performed on or before the Effective Date, as defined
in the Noteholder Support Agreement.

The obligations of the Consenting Noteholders to complete the Recapitalization Transaction are subject to the satisfaction of
the following conditions, among others, prior to or on the Effective Date, each of which is for the exclusive benefit of the
Consenting Noteholders and may be waived, in whole or in part, solely by the Majority Initial Consenting Noteholders:
(a)

Source shall have achieved the Milestones, as defined in the Noteholder Support Agreement, on or before
the applicable dates set out therein and complied in all material respects with its covenants and obligations
in the Noteholder Support Agreement that are to be performed on or before the Effective Date;

(b)

The New Secured Notes, New Common Shares and any other securities issued in connection with the
Recapitalization Transaction shall be duly authorized, validly issued and fully paid and non-assessable;

(c)

the representations and warranties of the Company set forth in the Noteholder Support Agreement shall be
true and correct in all material respects (except for those representations and warranties that expressly include
a materiality standard, which shall be true and correct in all respects giving effect to such materiality standard)
as of the Effective Date with the same force and effect as if made at and as of such date, except (A) that
representations and warranties that are given as of a specified date shall be true and correct in all material
respects as of such date and (B) as such representations and warranties may be affected by the occurrence of
events or transactions contemplated and permitted by the Noteholder Support Agreement;

(d)

the reasonable and documented fees and expenses of the Initial Consenting Noteholder Advisors and the
financial advisor of the Initial Consenting Noteholders, including an estimate to close and post-closing work
for a period of 30 days following the Effective Date, shall have been paid in full in cash, provided that such
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advisors shall have provided the Company with invoices for all such fees and expenses at least three (3)
Business Days prior to the Effective Date; and
(e)

the Company shall have provided the Initial Consenting Noteholder Advisors with a certificate signed by the
chief executive officer or chief financial officer of the Company certifying compliance with certain
provisions of the Noteholder Support Agreement as of the Effective Date (without regard to whether any
matter is in form or substance acceptable to the Majority Initial Consenting Noteholders).

Termination
The Noteholder Support Agreement may be terminated by the Majority Initial Consenting Noteholders by providing written
notice to the Company upon the occurrence of, among other things, any of the following events: (i) the Company failing to
meet any of the Milestones required by the Noteholder Support Agreement; (ii) a material breach by the Company of any
covenant or agreement set forth in the Noteholder Support Agreement that has not been cured within five (5) Business Days of
written notice being given; or (iii) the CBCA proceedings in connection with Plan are dismissed without the prior consent of
the Majority Initial Consenting Noteholders.
The Noteholder Support Agreement may be terminated by the Company by providing written notice to the Consenting
Noteholders upon the occurrence of, among other things, any of the following events: (i) if at any time the Consenting
Noteholders that are party to the Noteholder Support Agreement hold in aggregate less than 66⅔% of the principal amount of
outstanding Notes; (ii) the Company entering into a written agreement, or publicly announcing its intention to pursue a Superior
Proposal, in accordance and in compliance with the terms of the Noteholder Support Agreement; or (iii) the Notes (including
all accrued and unpaid interest thereon and any other amounts payable thereunder) are repaid in cash in full prior to the Effective
Date.
The Noteholder Support Agreement will terminate automatically as to all parties thereto on the Effective Date upon the
implementation of the Recapitalization Transaction.
In addition, the Noteholder Support Agreement may be terminated by mutual consent of the Company and the Majority Initial
Consenting Noteholders.
SHAREHOLDER SUPPORT AGREEMENT
On October 7, 2020, Source entered into the Shareholder Support Agreement with the Supporting Shareholders, which hold in
the aggregate, directly or indirectly, 28,258,678 Common Shares (based on holdings of Common Shares disclosed to the
Company in the Shareholder Support Agreement), representing approximately 46% of the issued and outstanding Common
Shares. The following is a summary of the principal terms of the Shareholder Support Agreement. This summary does not
purport to be complete and is qualified in its entirety by reference to the Shareholder Support Agreement, a copy of which,
subject to applicable redactions, is available under the Company’s profile on SEDAR at www.sedar.com.
Supporting Shareholder Consents
Pursuant to the Shareholder Support Agreement, and subject to the terms and conditions thereof, each Supporting Shareholder
agreed, among other things:
(a)

to consent to the Recapitalization Transaction, including, for greater certainty, the issuance of New Common
Shares and the resulting dilution to holders of Common Shares, the Share Consolidation and consents to such
amendments, modifications and/or supplements to the Recapitalization Transaction and to such other
transactions as may be otherwise approved by the Board;

(b)

to vote (or cause to be voted) all of its applicable Shares, in favour of the approval, consent, ratification and
adoption of the Recapitalization Transaction and the Plan (and any actions required in furtherance thereof)
in accordance with the terms herein, and if applicable, that it shall tender its proxy for any such vote in
compliance with any deadlines set forth in any order of the Court in respect of the Recapitalization
Transaction, or execute, if requested by Source, any written consent in lieu of a meeting to evidence its
approval, consent, ratification and adoption of the Recapitalization Transaction and the Plan;
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(c)

not to, directly or indirectly, exercise any rights of dissent or appraisal with respect to the Recapitalization
Transaction; and

(d)

not to, directly or indirectly, sell, assign, lend, pledge, hypothecate, dispose or otherwise transfer any of its
Common Shares or any rights or interests therein (or permit any of the foregoing with respect to any of its
applicable Shares) or enter into any agreement, arrangement or understanding in connection therewith.

Representations and Warranties
The parties to the Shareholder Support Agreement made a number of customary representations and warranties regarding
themselves and the Shareholder Support Agreement.
Termination
The Shareholder Support Agreement shall terminate upon the earliest of (a) the date agreed upon in writing by the parties to
the Shareholder Support Agreement, (b) the date on which the Recapitalization Transaction (or Related Transaction (as such
term is defined in the Shareholder Support Agreement) pursuant to the Plan is implemented, (c) the date on which Source
publicly announces that it will not be proceeding with the Recapitalization Transaction, the Plan or any Related Transaction
(as such term is defined in the Shareholder Support Agreement) and (d) January 31, 2021.
CERTAIN REGULATORY AND OTHER MATTERS RELATING TO THE RECAPITALIZATION
TRANSACTION
Canada
The issuance of the New Secured Notes and New Common Shares will be exempt from the prospectus and registration
requirements under Canadian Securities Laws. As a consequence of these exemptions, certain protections, rights and remedies
provided by Canadian Securities Laws, including statutory rights of rescission or damages, will not be available in respect of
the new securities to be issued pursuant to the Recapitalization Transaction. The New Secured Notes and the New Common
Shares issued pursuant to the Recapitalization Transaction will generally be “freely tradeable” under Canadian Securities Laws
in force in Canada if the following conditions (as specified in NI 45-102) are satisfied: (i) the trade is not a “control distribution”
(as defined in NI 45-102); (ii) no unusual effort is made to prepare the market or to create a demand for the shares that are the
subject of the trade; (iii) no extraordinary commission or consideration is paid to a person or company in respect of the trade;
and (iv) if the selling securityholder is an Insider or officer of the issuer, the selling securityholder has no reasonable grounds
to believe that the issuer is in default of securities legislation.
United States
The following discussion is a general overview of certain requirements of U.S. federal securities laws that may be
applicable to Noteholders and Shareholders in the United States in respect of New Common Shares and New Secured
Notes received pursuant to the Arrangement. All Noteholders and Shareholders are urged to consult with their own
legal counsel to ensure that any subsequent resale of securities issued to them in connection with the Arrangement
complies with applicable securities legislation.
The following discussion does not address the Canadian Securities Laws that will apply to the issuance to or the resale by
Noteholders or Shareholders within Canada of securities of Source. Noteholders or Shareholders reselling their securities in
Canada must comply with Canadian Securities Laws, as outlined below under “Certain Regulatory and Other Matters Relating
to the Recapitalization Transaction – Canada”.
Exemption from the Registration Requirements of the 1933 Act
The issuance and distribution of the New Secured Notes and the New Common Shares under the Plan have not been registered
under the 1933 Act and the New Secured Notes and New Common Shares may not be offered or sold within the United States
except pursuant to an exemption from the registration requirements of the 1933 Act.
The New Secured Notes and the New Common Shares are being issued in reliance on the Section (3)(a)(10) exemption from
registration on the basis of the approval of the Court, which will consider, among other things, the fairness of the Arrangement

- 37 -

to the persons affected. The Section 3(a)(10) exemption exempts from registration the distribution of a security that is issued
in exchange for outstanding securities, claims or property interests where the terms and conditions of such issuance and
exchange are approved, after a hearing upon the fairness of such terms and conditions at which all persons to whom it is
proposed to issue securities in such exchange have the right to appear, by a court or by a governmental authority expressly
authorized by law to grant such approval. In order to ensure the availability of the Section 3(a)(10) exemption, the Arrangement
will be carried out on the following basis:
(a)

the Arrangement (including the exchange of Notes for New Secured Notes and New Common Shares) will
be subject to the approval of the Court;

(b)

the Court will be advised as to the intention to rely on the Section 3(a)(10) exemption based on the Court’s
approval of the Arrangement prior to the Court hearing at which the Final Order will be sought;

(c)

the Court will be required to satisfy itself as to the fairness of the Arrangement;

(d)

the Final Order will address the Arrangement being approved by the Court as being fair to the Noteholders;

(e)

each Person to whom the New Common Shares and the New Secured Notes shall be issued pursuant to the
Arrangement shall be advised that such New Common Shares, and New Secured Notes have not been
registered under the 1933 Act and shall be issued by the Company in reliance upon Section 3(a)(10) of the
1933 Act and, in the case of “affiliates” of the Company, shall be subject to certain restrictions on resale
under U.S. Securities Laws, including Rule 144 under the 1933 Act;

(f)

the Final Order shall include a statement in the preamble to substantially the following effect:
“This Order is granted by the Court upon being advised that the Order shall serve as the
basis for reliance on the exemption provided by Section 3(a)(10) of the United States
Securities Act of 1933, as amended, from the registration requirements otherwise imposed
by that act, regarding the distribution of the New Common Shares and New Secured Notes
of the Company pursuant to the Plan of Arrangement.”;

(g)

each Noteholder will be given adequate notice, as set out in the Interim Order, advising them of their right to
attend the Court hearing and providing them with sufficient information necessary for them to exercise that
right;

(h)

there will be no improper impediments to the appearance by the Noteholders at the Court hearing; and

(i)

the Interim Order specifies that each Noteholder will have the right to appear before the Court at the hearing
on the Final Order.

Accordingly, the Final Order will, if granted, constitute a basis for the exemption from the registration requirements of the
1933 Act with respect to the New Secured Notes and the New Common Shares issued in connection with the Recapitalization
Transaction.
Resales of New Secured Notes and New Common Shares within the United States after the Completion of the
Arrangement
Persons who are not affiliates of Source after the Arrangement and who have not been affiliates of Source within 90 days of
the Effective Date may resell the New Secured Notes and New Common Shares that they receive in connection with the
Arrangement in the United States without restriction under the 1933 Act. A Person who will be an “affiliate” of Source after
the Arrangement will be subject to certain restrictions on resale imposed by the 1933 Act. As defined in Rule 144 under the
1933 Act, an “affiliate” of an issuer is a person that, directly or indirectly through one or more intermediaries, controls, is
controlled by, or is under common control with, the issuer and may include certain officers and directors of such issuer as well
as principal shareholders of such issuer.
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Persons who are affiliates of Source after the Arrangement may not resell New Secured Notes or New Common Shares that
they receive in connection with the Arrangement in the absence of registration under the 1933 Act, unless an exemption from
registration is available, such as the exemptions contained in Rule 144 or Rule 904 of Regulation S under the 1933 Act.
In general, under Rule 144, persons who are affiliates of Source after the Arrangement will be entitled to sell in the United
States, the New Secured Notes or New Common Shares that they receive in connection with the Arrangement, provided that
the number of such securities sold does not exceed, during any three-month period, the greater of one percent of the then
outstanding securities of such class or, if such securities are listed on a United States securities exchange and/or reported
through the automated quotation system of a U.S. registered securities association, the average weekly trading volume of such
securities during the four calendar week period preceding the date of sale, subject to specified requirements, restrictions on
manner of sale, aggregation rules and the availability of current public information about Source. Persons who are affiliates of
Source after the Arrangement will continue to be subject to the resale restrictions described in this paragraph for so long as
they continue to be affiliates of Source.
In general, under Regulation S, persons who are affiliates of Source solely by virtue of their status as an officer or director of
Source may sell their New Secured Notes or New Common Shares received in connection with the Arrangement outside the
United States in an “offshore transaction” if neither the seller, an affiliate nor any person acting on its behalf engages in
“directed selling efforts” in the United States and provided that no selling commission, fee or other remuneration is paid in
connection with such sale other than the usual and customary broker’s commission that would be received by a person executing
such transaction as agent. For purposes of Regulation S, “directed selling efforts” means “any activity undertaken for the
purpose of, or that could reasonably be expected to have the effect of, conditioning the market in the United States for any of
the securities being offered”. Also, under Regulation S, an “offshore transaction” includes an offer that is not made to a person
in the United States where either (i) at the time the buy order is originated, the buyer is outside the United States or the seller
reasonably believes that the buyer is outside of the United States; or (ii) the transaction is executed in, on or through the facilities
of a Designated Offshore Securities Market (which would include a sale through the TSX if applicable). Certain additional
restrictions, set forth in Rule 903 of Regulation S, are applicable to a holder of such securities who is an affiliate of Source
after the Arrangement other than by virtue of his or her status as an officer or director of the Company.
INCOME TAX CONSIDERATIONS
The following summaries are of a general nature only, based on relevant law, published administrative rules and
pronouncements, all as in effect as of the date hereof, and all of which are subject to change or differing interpretations, possibly
with retroactive effect, and are not intended to be, nor should they be construed to be, legal or tax advice to any particular
Voting Party. Consequently, Noteholders and Shareholders are urged to consult a tax advisor for advice as to the tax
considerations in respect of the Recapitalization Transaction having regard to their particular circumstances.
CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS
The following is a summary of the principal Canadian federal income tax considerations arising in connection with the
Recapitalization Transaction generally applicable to Noteholders and Shareholders who, at all relevant times, for purposes of
the Tax Act: (i) deal at arm’s length with the Company and, in the case of Noteholders, deal at arm’s length with the Issuers
and with each guarantor in respect of the Notes and/or New Secured Notes (as applicable); (ii) are not affiliated with the
Company and, in the case of Noteholders, are not affiliated with the Issuers or any guarantor in respect of the Notes and/or
New Secured Notes (as applicable); (iii) beneficially own their Notes and Common Shares (as applicable) including all
entitlements to payments thereunder and, in the case of Noteholders, will beneficially own their New Secured Notes and New
Common Shares including all entitlements to payments thereunder; (iv) hold their Notes and Common Shares (as applicable)
as capital property and, in the case of Noteholders, will hold their New Secured Notes and New Common Shares as capital
property (“Holders”). The Notes, Common Shares, New Secured Notes and New Common Shares will generally be considered
to be capital property of a Holder unless either the Holder holds (or will hold) such Notes, Common Shares, New Secured
Notes or New Common Shares (as applicable) in the course of carrying on a business or the Holder has acquired such Notes,
Common Shares, New Secured Notes or New Common Shares (as applicable) in a transaction or transactions considered to be
an adventure or concern in the nature of trade. Where applicable, a reference in this summary to Common Shares includes a
reference to New Common Shares.
This summary is not applicable to a Holder: (i) that is a “financial institution” (as defined in the Tax Act) for purposes of the
“mark-to-market rules”; (ii) that is a “specified financial institution” (as defined in the Tax Act); (iii) an interest in which is a
“tax shelter investment” for purposes of the Tax Act; (iv) that has made a functional currency reporting election under the Tax
Act; or (v) that has entered into or will enter into a “synthetic disposition arrangement” or a “derivative forward agreement”
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for purposes of the Tax Act in respect of Notes, Common Shares, New Secured Notes or New Common Shares. Additional
considerations, not discussed herein, may be applicable to a Holder that, or that does not deal at arm's length for purposes of
Tax Act with a corporation resident in Canada that, is or becomes, as part of a series of transactions or events that includes the
acquisition of Common Shares, controlled by a non-resident person or group of non-resident persons not dealing with each
other at arm’s length for purposes of the “foreign affiliate dumping” rules in section 212.3 of the Tax Act. Such Holders should
consult their own tax advisors.
This summary is based upon the current provisions of the Tax Act, the current regulations thereto (the “Regulations”) and
counsel’s understanding of the current published administrative practices and policies of the Canada Revenue Agency. The
summary also takes into account all specific proposals to amend the Tax Act and the Regulations that have been publicly
announced by or on behalf of the Minister of Finance (Canada) prior to the date hereof (the “Tax Proposals”), and assumes
that all such Tax Proposals will be enacted as proposed. This summary does not otherwise take into account or anticipate any
changes in Law, whether by way of legislative, judicial or administrative action or interpretation, nor does it address any
provincial, territorial or foreign tax considerations. No assurance can be given that the Tax Proposals will be enacted in the
form proposed or at all.
This summary is not intended to be, nor should it be construed as, legal or tax advice to any particular Holder. Holders
are urged to consult a tax advisor concerning the tax consequences to them of the Recapitalization Transaction.
Stated Capital Reduction
Generally, there will be no immediate Canadian income tax consequences under the Tax Act to any Shareholder as a
consequence of the Stated Capital Reduction, nor will the Stated Capital Reduction affect a Shareholder’s adjusted cost base
of the Common Shares for purposes of the Tax Act. However, the Stated Capital Reduction will result in the reduction of paidup capital (as defined in the Tax Act) (“PUC”) of the Common Shares by an amount generally equal to the Stated Capital
Reduction. PUC is generally the aggregate of all amounts received by a corporation upon the issuance of its shares (by class),
adjusted in certain circumstances in accordance with the Tax Act.
The Stated Capital Reduction may have an effect in the future, in certain circumstances, including if the Company makes a
distribution to Shareholders or is wound-up, or if the Company repurchases any Common Shares. Generally, upon such
transactions, the Shareholder will be deemed to have received a dividend to the extent that the amount distributed or paid by
the Company exceeds the PUC of the particular Common Shares. The Stated Capital Reduction will reduce the amount of PUC
available in the future in connection with such distributions or payments in respect of the Common Shares or on the redemption,
acquisition or cancellation of the Common Shares.
Share Consolidation
The Share Consolidation will not result in a disposition of Common Shares for purposes of the Tax Act and a Holder of
Common Shares will not generally realize a capital gain or a capital loss as a result of the Share Consolidation. The aggregate
adjusted cost base of the Post-Consolidation Common Shares received by a Holder on the Share Consolidation will be equal to
the aggregate adjusted cost base of the Pre-Consolidation Common Shares held by such Holder immediately prior to the Share
Consolidation.
Holders Resident in Canada
The following discussion applies to a Holder who, for purposes of the Tax Act and at all relevant times, is or is deemed to be
a resident of Canada (a “Canadian Holder”). Certain Canadian Holders whose Common Shares might not otherwise qualify
as capital property may, in certain circumstances, be entitled to treat such Common Shares (and all other “Canadian securities”
as defined in the Tax Act) as capital property by making an irrevocable election pursuant to subsection 39(4) of the Tax Act.
This election may not be available in respect of Notes or New Secured Notes. Resident Holders should consult their own tax
advisors concerning this election.
Exchange of Notes
A Canadian Holder of Notes will be considered to have disposed of its Notes on the Effective Date in consideration for its pro
rata share of the New Secured Notes (including, in the case of a Canadian Holder that is a Consenting Noteholder, its pro rata
share of the Early Consent Notes to be issued to such Canadian Holder as a result of being a Consenting Noteholder) and its
pro rata share of the New Common Shares (collectively in respect of a Holder, the “Exchange Consideration”).
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Any Canadian Holder that is a corporation, partnership, unit trust or any trust of which a corporation or partnership is a
beneficiary will generally be required to include in its income for a taxation year the amount of interest accrued or deemed to
accrue on the Notes up to the Effective Date, or that becomes receivable or was received by it on or before the Effective Date,
except to the extent that such interest was otherwise included in computing income for the year or a preceding year. Any other
Canadian Holder (including an individual and a trust, other than a trust described in the preceding sentence) will be required to
include in its income for a taxation year any interest on the Notes received or receivable by such Canadian Holder in the year
(depending upon the method regularly followed by the Canadian Holder in computing income), except to the extent that such
interest was otherwise included in its income for the year or a preceding year. In addition, if a Note is an “investment contract”
(as defined in the Tax Act) in relation to a Canadian Holder described in the preceding sentence, such Canadian Holder will be
required to include in its income for a taxation year that includes the Effective Date any interest accrued or deemed to have
accrued on such Canadian Holder’s Notes up to the Effective Date, except to the extent that such interest was otherwise included
in such Canadian Holder’s income for the year or a preceding year. Where a Canadian Holder is required to include an amount
in income on account of interest on the Notes that accrues in respect of the period prior to the date of acquisition by such
Canadian Holder, the Canadian Holder should be entitled to a deduction of an equivalent amount in computing income. Where
a Canadian Holder is required to include an amount in income on account of interest on the Notes, the Canadian Holder should
be entitled to a deduction of an equivalent amount in computing income to the extent that such amount is forgiven and is not
paid.
In general terms, a Canadian Holder will realize a capital gain (or capital loss) equal to the amount by which the Canadian
Holder’s proceeds of disposition, less any reasonable costs of disposition, exceed (or are less than) the adjusted cost base to the
Canadian Holder of its Notes. A Canadian Holder’s proceeds of disposition of its Notes upon the exchange of its Notes for the
Exchange Consideration will be an amount equal to the aggregate of the fair market value (at the time of the exchange) of the
Exchange Consideration received by the Canadian Holder on the exchange, less the fair market value of Exchange
Consideration received in respect of the payment of interest (if any).
Generally, a portion of any capital loss realized by a Canadian Holder on the exchange of Notes may be denied, generally equal
to the loss otherwise determined multiplied by the portion that the fair market value of the New Secured Notes received by
such Canadian Holder is of the total fair market value of the consideration given by the Issuers to the Canadian Holder on the
exchange. Canadian Holders should consult a tax advisor with respect to any potential loss denial. The income tax treatment
of capital gains (and capital losses) is generally described below under “Taxation of Capital Gains and Capital Losses”.
A Canadian Holder will be considered to have acquired New Common Shares on the exchange at a cost equal to the fair market
value of such New Common Shares at the time of the exchange. The adjusted cost base to a Canadian Holder of New Common
Shares at a particular time will generally be determined by averaging the cost of such New Common Shares with the adjusted
cost base of any other Common Shares held by such Canadian Holder as capital property at that time. A Canadian Holder will
be considered to have acquired the New Secured Notes on the exchange at a cost equal to the fair market value of such New
Secured Notes at the time of the exchange, plus the amount of any denied loss, if any, realized on the disposition of the Notes,
as described above.
Interest on New Secured Notes
A Canadian Holder that is a corporation, partnership, unit trust or any trust of which a corporation or partnership is a beneficiary
will generally be required to include in its income for a taxation year the amount of interest accrued or deemed to accrue on the
New Secured Notes or that became receivable or was received by it before the end of the year, except to the extent that such
interest was otherwise included in computing income for the year or a preceding year. Any other Canadian Holder (including
an individual and a trust, other than a trust described in the preceding sentence) will be required to include in its income for a
taxation year any interest on the New Secured Notes received or receivable by such Canadian Holder in the year (depending
upon the method regularly followed by the Canadian Holder in computing income), except to the extent that such interest was
otherwise included in its income for the year or a preceding year. In addition, if a New Secured Note is or becomes an
“investment contract” (as defined in the Tax Act) in relation to a Canadian Holder, such Canadian Holder will be required to
include in its income for a taxation year any interest that accrues on the New Secured Notes up to any “anniversary day” (as
defined in the Tax Act) of the New Secured Notes in the year, except to the extent that such interest was otherwise included in
such Canadian Holder’s income for the year or a preceding year.
Any amount paid to a Canadian Holder as a penalty or bonus because of the redemption or repurchase by it of a New Secured
Note before maturity will generally be deemed to be interest received at that time by the Canadian Holder to the extent that
such amount can reasonably be considered to relate to, and does not exceed the value at the time of the redemption or repurchase
of, the interest that would have been paid or payable on the New Secured Note for a taxation year ending after the redemption
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or repurchase. Such amount will be required to be included in computing the Canadian Holder’s income in the manner described
above.
Disposition of New Secured Notes
On a disposition or deemed disposition of New Secured Notes (including on redemption, repurchase for cancellation or
repayment on maturity), a Canadian Holder will generally be required to include in computing income for the taxation year in
which the disposition occurs the amount of any interest accrued or deemed to accrue to the date of such disposition or deemed
disposition, or that becomes receivable or is received on or before the date of disposition, except to the extent that such interest
was otherwise included in computing the Canadian Holder’s income for the year or a preceding year. Where the Canadian
Holder has disposed of New Secured Notes for consideration equal to its fair market value, the Canadian Holder may be entitled
to a deduction to the extent that the aggregate amount of interest included in computing the Canadian Holder’s income for the
year of disposition or a previous year exceeds amounts received or receivable in respect of such interest. Canadian Holders are
advised to consult with a tax advisor in these circumstances.
In general terms, a disposition or deemed disposition of New Secured Notes will result in a capital gain (or capital loss) equal
to the amount, if any, by which the proceeds of disposition, net of any amount included in the Canadian Holder’s income as
interest and any reasonable costs of disposition, exceed (or are less than) the adjusted cost base to the Canadian Holder of the
New Secured Notes immediately before the disposition. The income tax treatment of any such capital gain (or capital loss) is
described below under “Taxation of Capital Gains and Capital Losses”.
Dividends on New Common Shares
Dividends and deemed dividends received by a Canadian Holder on New Common Shares will be included in a Canadian
Holder’s income for purposes of the Tax Act. Dividends received by a Canadian Holder that is an individual (other than certain
trusts) will be subject to the gross-up and dividend tax credit rules provided for under the Tax Act. The Company may for these
purposes designate all or a portion of such dividends as “eligible dividends”, which entitles the recipient to the enhanced
dividend tax credit. A Canadian Holder that is a corporation will include such dividends received by it in computing its income
and will generally be entitled to deduct the amount of such dividends in computing its taxable income. A Canadian Holder that
is a “private corporation” or a “subject corporation” (as such terms are defined in the Tax Act) is generally liable under Part IV
of the Tax Act to pay a refundable tax on dividends received or deemed to be received on the New Common Shares to the
extent such dividends are deductible in computing the Canadian Holder’s taxable income.
In certain circumstances, a taxable dividend received or deemed to be received by a Canadian Holder that is a corporation will
be taxable as proceeds of disposition or a capital gain, rather than as a dividend. Canadian Holders that are corporations are
advised to consult with a tax advisor.
Disposition of New Common Shares
Generally, a Canadian Holder will realize a capital gain (or capital loss) on a disposition or deemed disposition of New Common
Shares equal to the amount by which the proceeds of disposition, net of any reasonable costs of disposition, exceed (or are less
than) the adjusted cost base to the Canadian Holder of such New Common Shares. The income tax treatment of any such capital
gain (or capital loss) is described below under “Taxation of Capital Gains and Capital Losses”.
Taxation of Capital Gains and Capital Losses
In general, one-half of any capital gain (a “taxable capital gain”) realized by a Canadian Holder in a taxation year will be
included in the Canadian Holder’s income in the year, and one-half of the amount of any capital loss (an “allowable capital
loss”) realized by a Canadian Holder in a taxation year is required to be deducted from taxable capital gains realized by the
Canadian Holder in the year. Allowable capital losses in excess of taxable capital gains for a taxation year may be carried back
three years or carried forward indefinitely and deducted against net taxable capital gains realized in such years to the extent
and under the circumstances provided in the Tax Act.
If the Canadian Holder is a corporation, the amount of any capital loss arising from a disposition or deemed disposition of a
New Common Share may be reduced by the amount of dividends received or deemed to have been received by it on such share
(or on a share for which the share has been substituted) to the extent and under the circumstances prescribed by the Tax Act.
Similar rules may apply where a corporation is a member of a partnership or a beneficiary of a trust that owns any such shares
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directly or indirectly through a partnership or trust. Canadian Holders to which these rules may be relevant should consult their
own tax advisors.
Additional Refundable Tax
A Canadian Holder that is throughout the taxation year a “Canadian-controlled private corporation” (as defined in the Tax Act)
may be liable to pay a tax, a portion of which may be refundable, on certain investment income including amounts in respect
of interest and taxable capital gains.
Alternative Minimum Tax
A Canadian Holder that is an individual (other than certain trusts) may be subject to alternative minimum tax under the Tax
Act if the Canadian Holder receives dividends on New Common Shares or realizes capital gains.
Eligibility for Investment
The New Common Shares will be qualified investments under the Tax Act for trusts governed by a registered retirement savings
plan (“RRSP”), registered retirement income fund (“RRIF”), deferred profit sharing plan, registered disability savings plan
(“RDSP”), registered education savings plan (“RESP”) and tax-free savings account (“TFSA”), provided that, at the relevant
time, the New Common Shares are listed on a “designated stock exchange” within the meaning of the Tax Act (which includes
the TSX). The New Secured Notes will not be qualified investments for these purposes.
Notwithstanding that the New Common Shares may be a qualified investment for a trust governed by a RRSP, RRIF, RDSP,
RESP or TFSA, the holder or subscriber of or annuitant under such plan will be subject to a penalty tax if such New Common
Shares are a “prohibited investment” under the Tax Act for such RRSP, RRIF, RDSP, RESP or TFSA. The New Common
Shares will generally not be a “prohibited investment” for a RRSP, RRIF, RDSP, RESP or TFSA unless the holder or subscriber
of or annuitant under such plan does not deal at arm’s length (within the meaning of the Tax Act) with the Company or has a
“significant interest” (as defined in the Tax Act) in the Company. In addition, the New Common Shares will generally not be
a “prohibited investment” if they are “excluded property” as defined in the Tax Act. Canadian Holders who intend to hold New
Common Shares in a RRSP, RRIF, RDSP, RESP or TFSA should consult their own tax advisors regarding their particular
circumstances.
Holders Not Resident in Canada
The following discussion applies to a Holder who, for purposes of the Tax Act and any applicable income tax treaty or
convention and at all relevant times: (i) is not and is not deemed to be a resident of Canada; (ii) does not use or hold any Notes
or Common Shares in carrying on a business in Canada and, in the case of Noteholders, will not use or hold any New Secured
Notes or New Common Shares in carrying on a business in Canada; (iii) in the case of Noteholders, deals at arm’s length with
any transferee resident (or deemed to be resident) in Canada to which the Holder disposes of New Secured Notes; and (iv) is
not an insurer who carries on an insurance business in Canada and elsewhere or an authorized foreign bank that carries on a
Canadian banking business (each, a “Non-Resident Holder”).
The following discussion is not applicable to a Non-Resident Holder that is a “specified shareholder” (as defined in subsection
18(5) the Tax Act) of Source Holdings or any partner of Source LP or that does not deal at arm’s length for purposes of the
Tax Act with such a “specified shareholder”. Generally, for this purpose, a “specified shareholder” of a corporation is a
shareholder that owns or is deemed to own, either alone or together with persons with which the shareholder does not deal at
arm’s length for purposes of the Tax Act, shares of the capital stock of the corporation that either: (i) give such holders 25% or
more of the votes that could be cast at an annual meeting of the shareholders; or (ii) have a fair market value equal to 25% or
more of the fair market value of all of the issued and outstanding shares of the corporation’s capital stock. Such a Non-Resident
Holder should consult its own tax advisor.
Exchange of Notes
A Non-Resident Holder of Notes will be considered to have disposed of its Notes on the Effective Date in consideration for
such Non-Resident Holder’s Exchange Consideration.
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A Non-Resident Holder will not be subject to tax under the Tax Act in respect of any capital gain and will not be able to deduct
the allowable portion of any capital loss realized by such Non-Resident Holder on the disposition of its Notes.
A Non-Resident Holder will not be subject to Canadian withholding tax under the Tax Act in respect of accrued and unpaid
interest that is paid in respect of the Notes (if any).
A Non-Resident Holder will be considered to have acquired any New Common Shares on the exchange at a cost equal to the
fair market value of such New Common Shares at the time of the exchange. The adjusted cost base to a Non-Resident Holder
of New Common Shares at a particular time will generally be determined by averaging the cost of such New Common Shares
with the adjusted cost base of any other Common Shares held by such Non-Resident Holder as capital property at that time.
Interest on New Secured Notes
A Non-Resident Holder should not be subject to Canadian withholding tax under the Tax Act in respect of amounts paid or
credited, or deemed to have been paid or credited, by the Company as, on account or in lieu of, or in satisfaction of, interest on
the New Secured Notes.
Disposition of New Secured Notes
On a disposition or deemed disposition of New Secured Notes (including on redemption, repurchase for cancellation or
repayment on maturity), a Non-Resident Holder will not be subject to tax under the Tax Act in respect of any resulting capital
gain.
Dividends on New Common Shares
Dividends paid or credited or deemed to be paid or credited to a Non-Resident Holder on the New Common Shares will be
subject to Canadian withholding tax under the Tax Act at the rate of 25%, unless such rate is reduced under the provisions of
an applicable income tax treaty or convention between Canada and a country in which the Non-Resident Holder is resident.
For example, where a Non-Resident Holder is a resident of the United States, is fully entitled to the benefits under the CanadaUnited States Income Tax Convention (1980), as amended, and is the beneficial owner of the dividend, the applicable rate of
Canadian withholding tax is generally reduced to 15% of the amount of such dividend.
Disposition of New Common Shares
A disposition by a Non-Resident Holder of New Common Shares will not be subject to tax under the Tax Act unless such New
Common Shares constitute “taxable Canadian property” (as defined in the Tax Act) to the Non-Resident Holder at the time of
the disposition, and relief from taxation is not available under an applicable income tax treaty or convention between Canada
and a country in which the Non-Resident Holder is resident. See the section below entitled “Taxable Canadian Property”.
Taxable Canadian Property
Provided that the New Common Shares are listed on a designated stock exchange (which currently includes the TSX) at the
time of disposition, the New Common Shares generally will not constitute taxable Canadian property of a Non-Resident Holder,
unless, at any time during the 60-month period preceding the disposition, (i) the Non-Resident Holder, persons not dealing at
arm’s length with such Non-Resident Holder, partnerships in which the Non-Resident Holder or any such person holds an
interest directly by or through one or more partnerships, or the Non-Resident Holder together with all such persons and
partnerships, owned 25% or more of the issued shares of any class or series of the capital stock of the Company and (ii) more
than 50% of the fair market value of the Common Shares was derived directly or indirectly from one or any combination of:
(a) real or immovable property situated in Canada; (b) “Canadian resource properties”; (c) “timber resource properties”; and
(d) options in respect of, or interests in or rights in, properties described in (a) to (c) (as such terms are defined in the Tax Act).
Notwithstanding the foregoing, in certain circumstances set out in the Tax Act, new common shares that are not otherwise
taxable Canadian property could be deemed to be taxable Canadian property. Non-Resident Holders whose New Common
Shares may constitute “taxable Canadian property” to them should consult their own tax advisors regarding their particular
circumstances.
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RISK FACTORS
In addition to the other information set forth and incorporated by reference in this Information Circular, Shareholders and
Noteholders should carefully review the following risk factors before deciding whether to approve the Recapitalization
Transaction.
Risks Relating to the Recapitalization Transaction
Following completion of the Recapitalization Transaction, the Company may issue additional equity or debt securities, which
could dilute the ownership in the Company for existing Shareholders.
In the future the Company may issue additional equity securities (including Shares), or options, warrants, or other rights to
acquire debt or equity securities (including Shares), in order to raise capital. The Company may also acquire interests in other
companies by issuing such securities, options, warrants or other rights (including Shares).
The Company may also attempt to raise capital by offering debt, including secured or unsecured debt. Because the Company’s
decision to issue securities in any future offering will depend on market conditions and other factors beyond its control, the
Company cannot predict or estimate the amount, timing or nature of any such future offerings. Such future offerings could
dilute the ownership interests of Shareholders or have a material adverse effect on the market price of the Common Shares.
The completion of the Recapitalization Transaction may not occur or may be delayed.
The Company will not complete the Recapitalization Transaction unless and until all conditions precedent to the
Recapitalization Transaction are satisfied or waived (where permitted). These conditions include certain items that are outside
of the Company’s control, such as the requirement that the Court shall have granted the Final Order. See “Conditions Precedent
to the Implementation of the Plan.”
The Company’s projected liquidity and ability to continue normal business operations are dependent on its ability to complete
the Recapitalization Transaction and to generate sufficient operating cash flows to fund its ongoing operations. If the
Recapitalization Transaction is not completed, the Company will need to evaluate other options to address its liquidity
challenges, which could include an insolvency or other court proceeding. In that scenario, the value available to stakeholders
may be significantly less than under the Recapitalization Transaction, and there is a significant risk that there may be no
recovery of any kind, including any retained equity interest, for Shareholders or other stakeholders with claims ranking
subordinate to the secured claims under the Credit Facility and Notes. See “Failure to Implement the Recapitalization
Transaction”.
Even if the Recapitalization Transaction is completed, it may not be completed on the timeline described in this Information
Circular. Accordingly, Noteholders and Shareholders participating in the Recapitalization Transaction may have to wait longer
than expected to receive their entitlements under the Plan. In addition, if the Recapitalization Transaction is not completed on
the schedule described in this Information Circular, the Company may incur additional expenses.
The Recapitalization Transaction may not improve the financial condition of the Company’s business, operating results, or
prospects.
The Board and management believe that the Recapitalization Transaction will enhance the Company’s liquidity and provide it
with continued operating and financial flexibility. However, this belief is based on certain assumptions, including, without
limitation, those relating to the performance, revenue, cash flow and profitability of the Company’s business prior to and
following the completion of the Recapitalization Transaction, the Company’s ability to preserve its contractual arrangements
with customers, suppliers and other business partners and that such arrangements will not be materially adversely affected by
the pursuit or completion of the Recapitalization Transaction, and general economic and industry-specific conditions, including
oil and natural gas pricing, the level of drilling completion, production and capital investment activity in the WCSB, and the
demand for the Company’s products and services. Should any of those assumptions prove to be untrue, in whole or in part, the
financial position of the Company may be materially adversely affected and the Company may not be able to pay its debts as
they become due.
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Potential effect of the Recapitalization Transaction.
There can be no assurance as to the effect of the announcement of the Recapitalization Transaction on the Company’s
relationships with its suppliers, customers, purchasers, contractors or lenders, nor can there be any assurance as to the effect on
such relationships of any delay in the completion of the Recapitalization Transaction, or the effect of the Recapitalization
Transaction being completed. To the extent that any of these events result in more onerous payment or credit terms, increases
in the price of supplied goods, or the loss of a major supplier, customer, purchaser, contractor or lender, or of multiple other
suppliers, customers, purchasers, contractors or lenders, this could have a material adverse effect on the Company’s business,
operating results, financial condition or prospects. Similarly, current and prospective employees of the Company may
experience uncertainty about their future roles with the Company. This may adversely affect the Company’s ability to attract
or retain key employees in the period until the Arrangement is completed or thereafter. The risk and effect of such disruptions
could be exacerbated by any delay in the consummation of the Arrangement or failure to complete the Recapitalization
Transaction for any reason.
The Share Consolidation may have a negative effect on the market price and liquidity of the Common Shares, as well as the
market capitalization of the Company.
There are numerous factors and circumstances that could affect the market price of the Pre-Consolidation Common Shares and
the Post-Consolidation Common Shares, including the Company’s reported financial results in future periods, and general
economic, geopolitical, stock market and industry conditions. Accordingly, the market price of the Post-Consolidation
Common Shares may not be sustainable at the direct arithmetic result of the Share Consolidation, and may decrease. If the
market price of the Post-Consolidation Common Shares decreases below the Pre-Consolidation price on an arithmetic
equivalent basis, the Company’s total market capitalization may be lower after the Share Consolidation than before the Share
Consolidation. Further, the liquidity of the Post-Consolidation Common Shares could be negatively affected by the reduced
number of outstanding Post-Consolidation Common Shares relative to the number of outstanding Pre-Consolidation Common
Shares.
No fractional shares will be issued under the Share Consolidation.
No fractional Common Shares will be issued in connection with the Share Consolidation and, in the event that a Shareholder
would otherwise be entitled to receive a fractional Common Share upon the Share Consolidation, such fraction will be rounded
down to the nearest whole number of Common Shares. No compensation will be issued to Shareholders as a result of rounding
down. No cash shall be paid for fractional shares.
The Company will incur significant transaction-related costs in connection with the Recapitalization Transaction, and the
Company may have to pay various expenses even if the Recapitalization Transaction is not completed.
The Company expects to incur a number of significant non-recurring costs, including transaction fees, in connection with the
Recapitalization Transaction, whether or not the Recapitalization Transaction is completed. Certain costs related to the
Recapitalization Transaction, such as legal, accounting and certain financial advisor fees, and the fees and disbursements of
the Initial Consenting Noteholder Advisors pursuant to the Noteholder Support Agreement, must be paid by the Company even
if the Recapitalization Transaction is not completed. If the Recapitalization Transaction is not completed, the Company will
bear many or all of these costs without recognizing any of the anticipated benefits of the Recapitalization Transaction.
Due to many factors beyond the Company’s control, the Company may not be able to generate sufficient cash to service all of
its indebtedness and meet its other ongoing liquidity needs, and the Company may be forced to take other actions to satisfy its
obligations under its debt agreements, which actions may not be successful.
The Company’s ability to make payments on, and to refinance, its indebtedness, and to fund planned capital expenditures will
depend on the Company’s ability to generate sufficient cash flow in the future. This is subject to general economic, financial,
competitive, legislative, regulatory and other factors, many of which are beyond the Company’s control. The Company’s
business may not generate sufficient cash flow from operations and the Company’s subsidiaries may not be able to, or may not
be permitted to, make distributions to enable the issuers of the Company’s consolidated indebtedness to make payments in
respect of such indebtedness. Furthermore, the Company may not have future borrowings available in an amount sufficient to
enable it to pay indebtedness or interest thereon, including the New Secured Notes, or to fund the Company’s other liquidity
needs.
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In these circumstances, the Company may need to refinance all or a portion of its indebtedness, including the New Secured
Notes, on or before maturity. Any refinancing of the Company’s indebtedness could be at higher interest rates and may require
the Company to comply with more onerous covenants, which could further restrict the Company’s business operations. The
Company’s ability to refinance its consolidated indebtedness or obtain additional financing will depend on, among other things:
•

the Company’s financial condition at the time;

•

restrictions governing the Company’s indebtedness, including those contained in the Credit Agreement, the New
Intercreditor Agreement and the New Secured Notes Indenture (as applicable);

•

the Company’s credit rating; and

•

the condition of the financial markets and the global and Western Canadian oil and gas industries.

As a result, the Company may not be able to refinance any of its indebtedness on commercially reasonable terms or at all.
Without such refinancing, the Company could be forced to sell assets, reduce or delay capital expenditures, issue equity, or
implement further recapitalization or restructuring transactions in order to satisfy its payment obligations. The Company may
not be successful in pursuing any of these initiatives. Any failure to make scheduled payments of interest and principal on the
Company’s outstanding consolidated indebtedness when due may permit the holders of such indebtedness to declare an event
of default and accelerate the indebtedness. This could result in the lenders enforcing against the assets securing the borrowings,
and the Company could be forced into bankruptcy or other insolvency proceedings. In addition, any failure to make payments
of interest and principal on the Company’s outstanding consolidated indebtedness on a timely basis would likely result in a
reduction of the Company’s credit rating, which could further adversely affect the Company’s ability to incur additional debt
on acceptable terms and may materially adversely affect the price of the Company’s debt securities and Shares.
Parties may make claims against the Issuers despite the releases and waivers provided for in the Plan.
The Plan includes certain releases that become effective upon the implementation of the Recapitalization Transaction in favour
of the Released Parties, as set out in the Plan, pursuant to which the Released Parties shall be released and discharged from all
present and future actions, causes of action, damages, judgments, executions, obligations, liabilities and Claims of any kind or
nature whatsoever arising on or prior to the Effective Date in connection with the Notes, the Notes Indenture, the Notes
Documents, the existing Common Shares, the Noteholder Support Agreement, the Shareholder Support Agreement, the
Arrangement, the Arrangement Agreement, the Plan, the CBCA Proceedings and any other proceedings commenced with
respect to or in connection with the Plan, the transactions contemplated thereunder, and any other actions or matters related
directly or indirectly to the foregoing, subject to applicable exceptions. Notwithstanding the foregoing, the Company may still
be subject to legal action with regard to such Released Claims and related matters. Such legal action may be costly and could
require the Company to defend such potential claims without recourse for legal costs incurred, even if the Company is
successful.
The Noteholders receiving New Secured Notes and New Common Shares through the Plan might have difficulty enforcing
civil liabilities against the Company in the United States.
The enforcement by the Noteholders of civil liabilities under U.S. Securities Laws may be affected adversely by the fact that
the Company is incorporated outside the United States, that some or all of its officers and directors and the experts named
herein are residents of a foreign country, and that a substantial portion of the assets of the Company and said persons are located
outside the United States. As a result, it may be difficult or impossible for Noteholders in the United States to effect service of
process within the United States upon the Company and their officers and directors and the experts named herein, or to realize,
against them, upon judgments of courts of the United States predicated upon civil liabilities under U.S. Securities Laws or
“blue sky” laws of any state within the United States. In addition, the Noteholders in the United States should not assume that
the courts of Canada or any other non-U.S. jurisdiction: (i) would enforce judgments of United States courts obtained in actions
against such persons predicated upon civil liabilities under U.S. Securities Laws or “blue sky” laws of any state within the
United States; or (ii) would enforce, in original actions, liabilities against such persons predicated upon civil liabilities under
U.S. Securities Laws or “blue sky” laws of any state within the United States. In addition, awards of punitive damages in actions
brought in Canada or elsewhere may be unenforceable in the U.S.
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Pursuit of the Recapitalization Transaction may divert the attention of the Company’s management.
The pursuit of the Recapitalization Transaction could cause the attention of the Company’s management to be diverted from
the day-to-day operations. These disruptions could be exacerbated by a delay in completing the Recapitalization Transaction
and could have a material adverse effect on the business, operating results, financial condition or prospects of the Company
regardless of whether the Recapitalization Transaction is ultimately completed.
There is no commitment to funding outside the scope of the Recapitalization Transaction.
There can be no assurances that the Amended Credit Facility or the BDC Facility would be available to Source other than in
the context of completing the Recapitalization Transaction.
Risk Factors Related to the New Secured Notes
Canadian insolvency laws may impair the enforcement of remedies under the New Secured Notes.
The rights and remedies of holders of New Secured Notes may be significantly impaired by the provisions of applicable
Canadian bankruptcy, insolvency, corporate and other similar legislation. In Canada, insolvency proceedings are governed by
three federal statutes, the principal two being the CCAA and the BIA. The federal insolvency laws in Canada apply across the
country and allow for either liquidation or restructuring proceedings. In addition, under federal insolvency laws and provincial
rules of court (other than Quebec), secured creditors may appoint a “receiver” over the collateral of the debtor, in order to sell
the debtor’s assets or manage the debtor’s business or otherwise realize on collateral. Notwithstanding that insolvency
proceedings in Canada are governed by federal statute, in certain circumstances provincial and territorial laws will affect those
proceedings (e.g., laws relating to security, landlord rights, etc.). In addition, secured creditors may have recourse to self-help
or court-supervised proceedings.
The powers of the court under Canadian insolvency laws have been exercised broadly to protect an insolvent debtor from
actions taken by creditors and other parties. Accordingly, if the Company were to become subject to proceedings pursuant to
such Canadian insolvency legislation, following commencement and/or during such a proceeding, payments on the New
Secured Notes may be stayed or discontinued and holders of New Secured Notes may be unable to exercise their rights or
remedies under the New Secured Notes Indenture and the New Intercreditor Agreement, and holders of the New Secured Notes
may not be compensated for any delays in payments, if any, of principal, interest and costs. Claims of creditors may also be
compromised pursuant to the terms of a restructuring plan approved by the requisite majorities of creditors and approved by
the supervising court.
In the context of a proceeding under the BIA or the CCAA, a trustee or monitor, as applicable, is also required to review asset
transfers and transactions undertaken by the bankrupt or debtor, as applicable, within specified time periods prior to the
initiation of the proceeding to determine if the bankrupt or debtor, as applicable, was engaged in any transfers at undervalue or
preferences. In the case of transfers at undervalue, the review period is one year from the date of the initial bankruptcy event
(or five years for non-arm’s length parties) and preferences are subject to review if they occurred within three months of the
date of the initial bankruptcy event (or twelve months for non-arm’s length parties). Trustees or monitors, as applicable,
creditors and other qualified stakeholders may also seek to void, set aside or otherwise challenge transactions under provincial
and other federal legislation. The circumstances in which this may occur varies by Canadian jurisdiction and legislation, but
generally the circumstances include situations where the transactions were undertaken (i) for conspicuously less than fair value,
or (ii) with the intent to defeat, delay or hinder creditors or others, or (iii) at a time when the transferor was insolvent or rendered
insolvent by the transaction, or (iv) where the transferor unfairly disregarded the interests of creditors or other applicable
stakeholders. In the event that such a prohibited transaction is determined to have occurred, the trustee or monitor, as applicable,
or such creditor or other qualifying stakeholder may take steps to void or set aside the transaction and/or assert claims against
the recipient of the assets.
The rights of holders of New Secured Notes with respect to Bank Priority Collateral may be materially limited by the New
Intercreditor Agreement.
Pursuant to the New Intercreditor Agreement, the New Secured Notes will be secured by a first-ranking security interest in the
Note Priority Collateral and a security interest in the Bank Priority collateral ranking subordinate to the security interests
securing the Amended Credit Facility and the BDC Facility. The rights of the holders of New Secured Notes with respect to
the Bank Priority Collateral will be conditioned pursuant to the terms of the New Intercreditor Agreement. These restrictions
will affect the ability, timing and manner in which the New Secured Notes Trustee or the holders of New Secured Notes can
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take actions to exercise remedies to enforce the security interests related to the Bank Priority Collateral, force a sale of the Bank
Priority Collateral, or otherwise exercise remedies normally available to secured creditors without the concurrence of parties
with a prior-ranking security interest in the Bank Priority Collateral.
Future pledges of collateral or guarantees might be avoided by a trustee in bankruptcy.
The New Secured Notes Indenture and the related security documents may require the Company to grant liens on certain assets
that the Company acquires after the Effective Date. Any future guarantee or additional lien in favor of the New Secured Notes
Trustee might be avoidable by the grantor (as debtor-in possession) or by its trustee in bankruptcy or other third parties if
certain events or circumstances exist or occur.
There are circumstances other than repayment or discharge of the New Secured Notes under which the collateral securing
the New Secured Notes will be released automatically, without noteholder consent.
Under various circumstances, collateral securing the New Secured Notes will be released automatically, including, among other
circumstances:
•

upon satisfaction and discharge of the New Secured Notes Indenture;

•

upon a legal defeasance or covenant defeasance under the New Secured Notes Indenture;

•

a sale, transfer or other disposal of such collateral in a transaction not prohibited under the New Secured
Notes Indenture;

•

with respect to proceeds from an asset disposition, upon the application of such proceeds for any one or
more purposes permitted by the New Secured Notes Indenture; and

•

in accordance with the applicable provisions of the New Intercreditor Agreement.

It may be difficult to realize the value of the collateral securing the New Secured Notes.
No appraisal of the collateral has been made and the value of the collateral at any time will depend on market and other
economic conditions, including the availability of suitable buyers. By their nature, some or all of the pledged assets may be
illiquid and may have no readily ascertainable market value. The Company cannot assure Noteholders that the fair market value
of the collateral as of the date of this Information Circular exceeds the principal amount of the New Secured Notes secured
thereby. The value of the assets pledged as collateral for the New Secured Notes and the guarantees could be impaired in the
future as a result of changing economic conditions, the Company’s failure to implement the Company’s business strategy,
competition, unforeseen liabilities and other future events. Accordingly, there may not be sufficient collateral to pay all or any
of the amounts due on the New Secured Notes. Additionally, in the event that a bankruptcy or insolvency proceeding is
commenced by or against the Company, if the value of the collateral is less than the amount of principal and accrued and unpaid
interest on the New Secured Notes and any other senior secured obligations, interest may cease to accrue on the New Secured
Notes from and after the date such proceeding is commenced or initiated. Also, any attempt to repossess, or any other
disposition of the collateral during a bankruptcy or insolvency proceeding would also require approval from the bankruptcy
court (which may not be given under the circumstances or which the approval for could be delayed).
Rights of the holders of the New Secured Notes in the collateral may be adversely affected by the failure to perfect liens on
certain collateral acquired in the future.
Applicable law requires that security over certain assets acquired after the grant of a general security interest, such as real
property, equipment subject to a certificate and certain proceeds, can only be perfected at the time such property and rights are
acquired and identified. The New Secured Notes Trustee for the New Secured Notes may not monitor, or the Company may
fail to inform the New Secured Notes Trustee of, the future acquisitions of property and rights that constitute collateral, and
necessary action may not be taken to properly perfect the security interest in such after acquired collateral. The New Secured
Notes Trustee for the New Secured Notes may not have an obligation to monitor the acquisition of additional property or rights
that constitute collateral or the perfection of any security interest with respect to the New Secured Notes, against third parties.
In addition, as described further herein, even if the liens on collateral acquired in the future are properly perfected, such liens
may potentially be avoidable as a preference in any bankruptcy or insolvency proceeding if such perfection occurs within
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certain prescribed periods and under certain circumstances. See “Future pledges of collateral or guarantees might be avoided
by a trustee in bankruptcy”.
The collateral is subject to casualty risks.
Although the Company maintains insurance policies to insure against losses, there are certain losses that may be either
uninsurable or not economically insurable, in whole or in part. As a result, it is possible that insurance proceeds, if any, will
not compensate the Company fully in the event of a catastrophic loss of any of the pledged collateral. If there is a total or partial
loss of any of the pledged collateral, the Company cannot assure Noteholders that the Company will receive sufficient insurance
proceeds to satisfy all secured obligations, including the New Secured Notes.
The Company will in most cases have control over the collateral, and the sale of particular assets by the Company could
reduce the pool of assets securing the New Secured Notes and any future guarantees.
The security documents allow the Company to remain in possession of, retain exclusive control over, freely operate, and collect,
invest and dispose of any income from, the collateral securing the New Secured Notes and any future guarantees. For example,
the Company may, among other things, without any waiver or consent by the holders of New Secured Notes or the New Secured
Notes Trustee, conduct ordinary course activities with respect to collateral, such as selling, factoring, abandoning or otherwise
disposing of collateral and making ordinary course cash payments (including repayments of indebtedness).
Lien searches may not reveal all existing liens on the collateral.
The Company cannot guarantee that the lien searches conducted on the collateral securing the New Secured Notes or the
guarantees will reveal all existing liens on such collateral. Any existing undiscovered lien could be significant, could rank prior
to the liens securing the New Secured Notes or the guarantees and could have an adverse effect on the ability of the New
Secured Notes Trustee to realize or foreclose upon such collateral. Certain statutory priority liens may also exist that cannot be
discovered by lien searches and that have priority over such collateral.
Rights of the holders of the New Secured Notes in the collateral securing the New Secured Notes may be adversely affected
by bankruptcy and insolvency proceedings and the holders of the New Secured Notes may not be entitled to post-petition
interest, premium, fees, or expenses in any bankruptcy or insolvency proceeding.
In Canada, the right of the New Secured Notes Trustee for the New Secured Notes to repossess and dispose of the collateral
securing the New Secured Notes, as applicable, upon acceleration is likely to be significantly impaired by Canadian bankruptcy
and insolvency law if such proceedings are commenced by or against the Company prior to or possibly even after either such
party has repossessed and disposed of the collateral. Pursuant to the stay imposed in certain Canadian bankruptcy and
insolvency proceedings, a secured creditor, such as a holder of New Secured Notes, is prohibited from repossessing its security
from a debtor, or from disposing of security from a debtor, without court approval. Moreover, certain Canadian bankruptcy and
insolvency proceedings permit the debtor (or its trustee, receiver or similar representative) to continue to retain and to use
collateral, and the proceeds, products, rents or profits of the collateral, even though the debtor is in default under the applicable
debt instruments. In view of the broad discretionary powers of the court in such proceedings, it is impossible to predict how
long payments under the New Secured Notes could be delayed following the commencement of such a proceeding, whether or
when the New Secured Notes Trustee would repossess or dispose of the collateral, or whether or to what extent the holders of
the New Secured Notes would be compensated for any delay in payment or loss of value of the collateral or would recover the
full amount owing to them. The payment or accrual of post-petition interest, fees, premiums, costs and attorneys’ fees during
the debtor’s bankruptcy or insolvency proceedings may not be permitted by the court.
There is currently no market for the New Secured Notes, and an active trading market may not develop for such notes. The
failure of a market to develop for the New Secured Notes could affect the liquidity and value of such notes.
The issuance of the New Secured Notes will be a new issue of securities, and there is no existing market for the New Secured
Notes. An active market may not develop for the New Secured Notes, and there can be no assurance as to the liquidity of any
market that may develop for the New Secured Notes. If an active market does not develop, the trading price and liquidity of
the New Secured Notes may be adversely affected.
The liquidity of the trading market, if any, and future trading prices of the New Secured Notes will depend on many factors,
including, among other things, the number of holders thereof, prevailing interest rates, the Company’s operating results,
financial performance and prospects, the interest of securities dealers in making a market in the New Secured Notes, the market
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for similar securities and the overall securities market, and may be adversely affected by unfavorable changes in these factors.
Historically, the market for high-yield debt has been subject to disruptions that have caused substantial fluctuations in the prices
of these securities. Any market for the New Secured Notes may be subject to similar disruptions that may adversely affect the
value of the New Secured Notes. In addition to the foregoing, subsequent to their initial issuance, the New Secured Notes may
trade at a discount depending on factors that include, without limitation, prevailing interest rates, the market for similar
securities, and the Company’s financial and operating performance.
The issuance of the New Secured Notes has not been, and will not be, registered or qualified under applicable federal,
provincial or state securities laws and, accordingly, the New Secured Notes will not be freely transferable.
The issuance of the New Secured Notes has not been, and will not be, qualified or registered under Canadian Securities Laws
or U.S. Securities Laws. Accordingly, the New Secured Notes may not be offered or sold except pursuant to an exemption
from, or in a transaction not subject to, the prospectus or registration requirements of Canadian Securities Laws or U.S.
Securities Laws, as applicable. The Company is not selling the New Secured Notes in any jurisdiction in which the Company
would be required to qualify or register the New Secured Notes.
The Company may be prohibited from making payments under the New Secured Notes.
Agreements to which the Company is a party, including the Amended Credit Facility and the BDC Facility, may prohibit the
Company from making interest payments or repaying the principal amount of the New Secured Notes at maturity or otherwise.
If, upon the applicable interest payment date or maturity date, other arrangements prohibit the Company from repaying amounts
under the New Secured Notes, the Company could try to obtain waivers of such prohibitions from the holders under those
arrangements, or the Company could attempt to refinance the borrowings that contain the restrictions. In these circumstances,
if the Company was not able to obtain such waivers or refinance these borrowings, the Company would be unable to repay the
amounts owing under the New Secured Notes.
The New Secured Notes may be held in book-entry form and, if so, holders must rely on the procedures of the relevant
clearing systems to exercise their rights and remedies.
Unless and until certificated New Secured Notes are issued in exchange for book-entry interests in the New Secured Notes,
beneficial owners of the book-entry interests will not be considered registered holders of the New Secured Notes. Instead, CDS,
or its nominee, will be the sole registered holder of the New Secured Notes and payments of distributions and other amounts
on or in respect of the New Secured Notes will be made to the New Secured Notes Trustee, which will make payments to CDS.
Thereafter, such payments will be credited to the accounts of CDS participants that hold book-entry interests in the New
Secured Notes in global form and credited by such participants to indirect participants. Unlike holders of the New Secured
Notes themselves, beneficial owners of book-entry interests will not have the direct ability to exercise rights of the registered
holder of the New Secured Notes, including the right to act upon the Company’s solicitations for consents or requests for
waivers or other actions from registered holders of the New Secured Notes. Instead, if a beneficial owner holds a book-entry
interest, such beneficial owner will be permitted to act only if such beneficial owner has received sufficient proxies to do so
from CDS or its participants. The Company cannot assure beneficial owners that the procedures implemented for the granting
of such proxies will be sufficient to enable registered holders to vote on any requested actions on a timely basis.
The New Secured Notes will rank behind the Amended Credit Facility and BDC Facility with respect to the Bank Priority
Collateral.
While the New Secured Notes will be secured by a security interest in substantially all of the present and after acquired assets
of the Company, the security interest in the New Secured Notes in respect of the Bank Priority Collateral will rank subordinate
to the security interests securing the obligations under the Amended Credit Facility and the BDC Facility. In the event that the
Company is declared bankrupt, becomes insolvent or is liquidated or reorganized, its obligations in respect of the Amended
Credit Facility and BDC Facility will be entitled to be paid in full from the Bank Priority Collateral and the proceeds thereof
before any payment in respect of the Bank Priority Collateral or proceeds thereof may be made with respect to the New Secured
Notes.
The Company may not be able to obtain ratings of the New Secured Notes and a lowering or withdrawal of any ratings
assigned to the New Secured Notes may adversely affect the market value of the New Secured Notes.
The Company is unsure whether any credit rating agencies will provide the New Secured Notes with any such rating. In the
event that the Company is able to obtain ratings of the New Secured Notes, any such rating could be revised or withdrawn
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entirely by a rating agency in the future if, in the judgement of such rating agency, circumstances warrant. Any real or
anticipated changes in any such credit rating of the New Secured Notes may materially adversely affect the market value of the
New Secured Notes.
There may not be sufficient collateral to pay all or any of the New Secured Notes.
No appraisal of the value of the collateral has been made and the value of the collateral in the event of liquidation will depend
on market and economic conditions, the availability of buyers and other factors. Consequently, liquidating the collateral
securing the New Secured Notes may not produce proceeds in an amount sufficient to pay any amounts due thereon.
The fair market value of the collateral securing the New Secured Notes is subject to fluctuations based on factors that include,
among others, the condition of Company’s industry, the Company’s ability to collect its receivables or to sell the collateral in
an orderly sale, general economic conditions, the availability of buyers, and other factors. The amount to be received upon a
sale of the collateral would be dependent on numerous factors, including, but not limited to, the actual fair market value of the
collateral at such time and the timing and the manner of the sale. By its nature, portions of the collateral may be illiquid and
may have no readily ascertainable market value. Accordingly, there can be no assurance that the collateral can be sold in a short
period of time or in an orderly manner. In the event of a foreclosure, liquidation, reorganization, bankruptcy or other insolvency
proceeding, the Company cannot assure you that the proceeds from any sale or liquidation of the collateral will be sufficient to
pay its obligations under the New Secured Notes.
The Company may not be able to repurchase the New Secured Notes upon a change of control.
Upon the occurrence of specific kinds of change of control events, the Company will be required to offer to repurchase all
outstanding New Secured Notes at 101% of their principal amount, plus accrued and unpaid interest to the purchase date. The
source of funds for any purchase of the New Secured Notes and repayment of the Company’s indebtedness will be the
Company’s available cash or cash generated from its subsidiaries’ operations or other sources, including borrowings, sales of
assets or sales of equity. The Company may not be able to repurchase the New Secured Notes upon a change of control because
it may not have sufficient financial resources to purchase all of the New Secured Notes that are tendered upon a change of
control and repay its other indebtedness that will become due. The Company may require additional financing from third parties
to fund any such purchases, and cannot assure you that it would be able to obtain financing on satisfactory terms or at all.
Further, the Company’s ability to repurchase the notes may be limited by law and the terms of its other indebtedness. In order
to avoid the obligations to repurchase the New Secured Notes and events of default and potential breaches under the Company’s
other indebtedness, the Company may have to avoid certain change of control transactions that would otherwise be beneficial
to it.
In addition, certain important corporate events may not, under the New Secured Notes, constitute a “change of control” that
would require the Company to repurchase the New Secured Notes, notwithstanding the fact that such corporate events could
increase the level of the Company’s indebtedness or otherwise adversely affect its capital structure, credit ratings or the value
of the New Secured Notes.
Holders of the New Secured Notes may not be able to determine when a change of control giving rise to their right to have the
New Secured Notes repurchased has occurred following a sale of “substantially all” of Corporation’s assets.
The definition of change of control in the New Secured Notes Indenture may include a phrase relating to the sale of “all or
substantially all” of the Company’s assets. There is no precise established definition of the phrase “substantially all” under
applicable law. Accordingly, the ability of a holder of New Secured Notes to require Company to repurchase its New Secured
Notes as a result of a sale of less than all of Company assets to another person may be uncertain.
The Company may be unable to repay or repurchase the New Secured Notes at maturity.
At the maturity date for the New Secured Notes, the entire remaining outstanding principal amount of the New Secured Notes,
together with accrued and unpaid interest, will become due and payable. The Company may not have the funds to fulfill these
obligations or the ability to refinance these obligations. If the relevant maturity date occurs at a time when other arrangements
prohibit the Company from repaying the New Secured Notes, it could try to obtain waivers of such prohibitions from the lenders
under those arrangements, or it could attempt to refinance the borrowings that contain the restrictions. In these circumstances,
if the Corporation cannot obtain such waivers or refinance these borrowings, it would be unable to repay the New Secured
Notes.
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Risk Factors Related to the Business and the Common Shares
Certain risk factors relating to the business of the Company are contained in the AIF under the headings “Risk Factors” (pages
23 through 40) and will continue to apply following completion of the Recapitalization Transaction. The AIF is incorporated
by reference in this Information Circular and has been publicly filed on the Company’s profile on SEDAR at www.sedar.com.
Noteholders and Shareholders should review and carefully consider the risk factors set forth in the AIF and consider all other
information contained therein and herein and in the Company’s other public filings before determining whether to vote in
favour of the Recapitalization Transaction.
By exchanging Notes under the Recapitalization Transaction, Noteholders will be changing the nature of a portion of their
investment from debt to equity (in the form of New Common Shares). Equity carries certain risks that are not applicable to
debt. Noteholders are provided a variety of contractual rights and remedies under the Notes Documents. Those rights and
remedies will not be available to holders of New Common Shares (in such capacity). Claims of Shareholders are subordinated
in priority to the claims of creditors in the event of a bankruptcy, insolvency, winding up, or other distribution of the assets of
the Company.
The terms of the Amended Credit Facility, the BDC Facility, the New Secured Notes Indenture, and the New Intercreditor
Agreement, as applicable, may restrict the Company’s current and future operations, particularly the Company’s ability to
respond to changes or to take certain actions.
The Amended Credit Facility, the BDC Facility, the New Secured Notes Indenture, and the New Intercreditor Agreement will
contain a number of restrictive covenants that impose significant operating and financial restrictions on the Company and
may limit its ability to engage in acts that may be in its long-term best interests, including, among other things, restrictions
on the Company’s ability to:
•

incur additional indebtedness;

•

pay dividends or make other distributions or repurchase or redeem certain indebtedness;

•

make loans and investments;

•

sell assets;

•

incur certain liens;

•

enter into transactions with affiliates;

•

alter the businesses the Company conducts; and

•

consolidate, merge or sell all or substantially all of the Company’s assets.

Even if the Company is permitted to incur additional indebtedness under the terms of these facilities, there is no guarantee
that it will be able to obtain such indebtedness or that the amount of such indebtedness permitted to be incurred thereunder
will be sufficient to meet the Company’s capital needs.
A breach of the covenants under the Amended Credit Facility, the BDC Facility or the New Secured Notes Indenture could
result in an event of default under the applicable indebtedness. Such default may allow creditors to accelerate the related debt
and may result in the acceleration of any other debt to which a cross-acceleration or cross-default provision applies. If the
Company is unable to repay the amounts due and payable under any such accelerated secured indebtedness, the applicable
Noteholders and/or Lenders could proceed to exercise rights or remedies or take enforcement action against the Company and
its business or assets. In the event that the Company’s Noteholders and/or Lenders accelerate the repayment of the outstanding
debt, the Company cannot provide assurance that it would have sufficient assets to repay such indebtedness. As a result of these
restrictions, the Company may be:
•

limited in how it conducts its business;
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•

unable to raise additional debt or equity financing to operate during general economic or business
downturns; or

•

unable to compete effectively or to take advantage of new business opportunities.

These restrictions could have a material adverse effect on the Company’s business, operating results, financial condition
or prospects.
Future issuances of equity securities, or the perception of such issuances, could depress the market price of the Common
Shares.
Further issuances of Common Shares or other equity securities by the Company or sales by the Company’s significant
Shareholders could depress the trading price of the Common Shares. In addition, any issuance of equity securities by the
Company from treasury, will cause dilution of Shareholders’ ownership and voting interests and the Company may experience
dilution in its earnings per share. The Company cannot predict the effect that future issuances of the Common Shares or other
equity securities would have on the trading price of the Common Shares. The trading price of the Common Shares could also
be adversely affected by future sales of outstanding Common Shares or by hedging or arbitrage trading activity.
The ongoing impact of the COVID-19 pandemic could depress the market price of the Common Shares, and, more generally,
the profitability of the business.
On March 11, 2020, the COVID-19 outbreak was declared a global pandemic by the World Health Organization. Measures
enacted to prevent the spread of the virus have resulted in global business disruption with significant economic repercussions.
The current economic climate has caused uncertainty and extraordinary volatility in the oil and gas industry, particularly in the
WCSB. The demand for oil has significantly deteriorated and has been further impacted by certain actions taken by OPEC.
The convergence of these events has created an unprecedented simultaneous impact of a decline in global oil demand and a
risk of a substantial increase in oil inventories.
These events negatively impacted Source’s business in the second and third quarters of 2020. Although countries have begun
gradually easing previously enacted containment measures and the Company’s activity levels have begun to increase, the
demand for the Company’s products and services has declined as customers revise capital budgets and adjust operations in
response to the volatility in oil prices.
As restrictions previously imposed by governments across Canada and the United States to combat the spread of COVID-19
are lifted, Source’s activity levels have begun to increase as customers revisit spending. However, the rebound in economic
activity is expected to be slow and gradual. While the Company expects lower revenue and profitability for the remainder of
2020, relative to 2019, Source cannot predict the extent of the impact COVID-19 may have on energy demand, how OPEC will
react to those changes in demand, how those events could impact the Company’s operations, and how those events could impact
the price of the New Common Shares. Given the fluid nature of these events, Source cannot reasonably estimate the period of
time that adverse business conditions will persist, the impact they will have on the Company’s business, operating results,
financial condition or prospects, or the pace of any subsequent recovery.
Tax Risks
The tax laws of any applicable country, province, state or territory (including Canadian and United States federal income tax
laws), and the administrative application and interpretation of such laws, are subject to change. Any change in the tax laws that
are applicable to the Company or the interests held by a Noteholder in the Company, or the administrative application or
interpretation of such laws, could have an adverse impact on such Noteholder’s interests in the Company.
While the Company is confident in its tax filing positions in connection with the Recapitalization Transaction, it has not sought
or obtained from any tax authority advance confirmation of such positions, therefore it is possible that such positions may be
successfully challenged by tax authorities, which could result in materially different tax consequences than anticipated. It is
possible that the Canadian and/or United States tax authorities could take positions or adopt interpretations regarding the
applicable tax consequences to securityholders that differ from those set out in this Information Circular. Securityholders should
consult their own tax advisors.
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ANNUAL BUSINESS OF THE SHAREHOLDERS MEETING
Source’s Annual and Quarterly Financial Statements and Related MD&A
Our annual and quarterly reports and earnings releases are available in the “Investors” section of our website,
www.sourceenergyservices.com.
Our 2019 audited financial statements together with the auditor’s report on such statements will be received at the Shareholders
Meeting, but no vote of the Shareholders with respect thereto is required or proposed to be taken.
Fix Number of Directors to be Elected
Pursuant to the Company’s articles, the maximum number of directors that the Company may elect is nine (9). Currently, the
Board consists of seven (7) members, each of whom has a term of office which expires at the Shareholders Meeting. There are
presently seven (7) directors nominated for election at the Shareholders Meeting. It is proposed that the number of directors to
be elected to the Board of Directors at the Shareholders Meeting be fixed at seven (7).
If Bradley J. Thomson or Derren Newell is your proxyholder and you have not given instructions on how to vote your
Shares, he will vote “FOR” fixing the number of directors to be elected at seven (7).
The Board and the management of Source unanimously recommend that Shareholders vote FOR fixing the number of
directors to be elected at seven (7).
Election of Directors
At the Shareholders Meeting, seven (7) individuals are proposed to be elected to our Board of Directors:
1.
2.
3.
4.
5.
6.
7.

Mr. Bradley J. Thomson;
Mr. Stew Hanlon;
Mr. Jim McMahon
Mr. Jeff Belford;
Mr. Ken Seitz;
Mr. Mick MacBean; and
Mrs. Carrie Lonardelli.

All are currently directors of Source. Each nominee is proposed to be elected for a term ending at the 2021 annual meeting of
shareholders. Profiles for each of the seven (7) nominees are provided on the following pages.
You will be asked to vote for each director on an individual basis. Each nominee has expressed their willingness to serve as a
director of Source if elected. Source does not believe that any of the nominees will be unable to serve as a director but, if this
should occur for any reason prior to the Shareholders Meeting, the persons named in the enclosed proxy form may vote for
another nominee at their discretion.
If Bradley J. Thomson or Derren Newell is your proxyholder and you have not given instructions on how to vote your
Shares, he will vote “FOR” the election of each of the seven (7) nominees named in this Circular. If a proposed nominee
is unable to serve as a director or withdraws his or her name, the individuals named in your form of proxy or voting
instruction form reserve the right to nominate and vote for another individual in their discretion.
The Board and the management of Source unanimously recommend that shareholders vote FOR the election of each of
the seven (7) nominees to the Source Board of Directors.
Following the Shareholders Meeting, Source will issue a press release that includes the number of votes cast for and withheld
from each individual director.
In connection with the Recapitalization Transaction, certain directors of Source immediately prior to the Effective Time as
agreed upon by the Company and the Majority Initial Consenting Noteholders shall have resigned or be deemed to have
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resigned and the New Directors shall be deemed to have been appointed. See Description of the Recapitalization Transaction
and Certain Related Matters – Transaction Steps Under the Plan – Resignation and Appointment of Directors.
Majority Voting Policy
We have a majority voting policy that applies to the election of directors at the Shareholders Meeting. This means that if a
director receives more “withhold” votes than “for” votes at the Shareholders Meeting, then the director will immediately tender
his or her resignation to the Chairman. This would be effective if accepted by the Board. The Compensation and Corporate
Governance Committee will consider a director’s offer to resign and make a recommendation to the Board as to whether to
accept it. The Board will accept resignations, except in exceptional circumstances. The Board will have ninety (90) days from
the Shareholders Meeting to make and publicly disclose its decision by news release either to accept or reject the resignation
(including reasons for rejecting the resignation, if applicable).
Director Qualifications
We believe that each of the director nominees possess character, integrity, judgment, business experience, a record of
achievement and other skills and talents which enhance the Board and the overall management of the business and affairs of
Source. Each director nominee understands our Company’s principal operational and financial objectives, plans and strategies,
financial position and performance, and the performance of Source relative to our principal competitors. The Compensation
and Corporate Governance Committee considered these qualifications in determining to recommend the director nominees for
election. Additional information is provided in the individual director profiles below and in the “Corporate Governance
Practices” section of this Circular, which contains a “skills matrix” highlighting individual director skills and experiences.
Nomination of Directors
The Compensation and Corporate Governance Committee is responsible for selecting nominees for election to the Board. The
Compensation and Corporate Governance Committee is responsible for recommending suitable candidates for nomination for
election or appointment as director, and recommending the criteria governing the overall composition of the Board and
governing the desirable characteristics for directors. In making such recommendations, the Compensation and Corporate
Governance Committee considers: (a) the competencies and skills that the Board considers to be necessary for the Board, as a
whole, to possess; (b) the competencies and skills that the Board considers to be necessary for each existing director to possess;
(c) the competencies and skills that each new nominee will bring to the Board; and (d) whether or not each new nominee can
devote sufficient time and resources to his or her duties as a member of the Board.
The Compensation and Corporate Governance Committee also reviews on a periodic basis the composition of the Board and
analyzes the needs of the Board and recommends nominees who meet such needs.
Notwithstanding the above, pursuant to a nomination agreement dated April 13, 2017 between the Company and TriWest IV,
the Company undertook, subject to certain conditions, to: (a) in the event TriWest IV and its affiliates beneficially own or
exercise control or direction over at least 15% of the aggregate issued and outstanding Common Shares and Class B Shares
(which have since been converted and are no longer outstanding), put forward two nominees of TriWest IV as directors
proposed by the Company for election at any meeting of the shareholders at which directors are to be elected, and (b) in the
event TriWest IV and its affiliates beneficially own or exercise control or direction over less than 15% but more than 7.5% of
the aggregate issued and outstanding Common Shares and Class B Shares (which have since been converted and are no longer
outstanding), put forward one nominee of TriWest IV as a director proposed by the Company for election at any meeting of
the shareholders at which directors are to be elected. In the event TriWest IV and its affiliates beneficially own or exercise
control or direction over less than 7.5% of the aggregate issued and outstanding Common Shares, the Company will not be
obligated to include any nominee of TriWest IV as a director proposed by the Company at any meeting of the shareholders at
which directors are to be elected. As TriWest IV and its affiliates beneficially own or exercise control or direction over at least
15% of the aggregate issued and outstanding Common Shares and Class B Shares (which have since been converted and are
no longer outstanding), the Company has put forward Jeff Belford and Mick MacBean as directors proposed for election at the
Shareholders Meeting.
Further, pursuant to a nomination agreement dated April 13, 2017 between the Company and Jim McMahon, the Company
undertook, subject to certain conditions, to, in the event Jim McMahon and his affiliates beneficially own or exercise control
or direction over at least 7.5% of the aggregate issued and outstanding Common Shares and Class B Shares (which have since
been converted and are no longer outstanding), put forward Jim McMahon as a director proposed by the Company for election
at any meeting of the shareholders at which directors are to be elected. In the event Jim McMahon and his affiliates beneficially
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own or exercise control or direction over less than 7.5% of the aggregate issued and outstanding Common Shares, the Company
will not be obligated to include Jim McMahon as a director proposed by the Company for election at any meeting of the
shareholders at which directors are to be elected. As Jim McMahon and his affiliates beneficially own or exercise control or
direction over at least 7.5% of the aggregate issued and outstanding Common Shares and Class B Shares (which have since
been converted and are no longer outstanding), the Company has put forward Jim McMahon as a director proposed for election
at the Shareholders Meeting.
Nominee Information
The following provides information regarding the seven (7) director nominees who are proposed to be elected at the
Shareholders Meeting, including a brief biography, city and country of residence, independence status, Committee membership,
attendance at Board and Committee meetings in 2019, ownership of Source securities and voting results from our 2019
Shareholders Meeting.
In the director nominee profiles on the following pages, “securities held” by a director nominee includes Common Shares and
securities convertible into Common Shares over which a director exercised control or direction, as of October 22, 2020.
Information regarding Common Shares beneficially owned does not include those Common Shares that may be obtained
through the exercise or vesting of convertible securities. Additional information about director share ownership guidelines is
provided later in this section.
BRADLEY (BRAD) THOMSON

Chief Executive Officer (Not Independent)
Board and Committee Membership
2019 Meeting Attendance
Board
6 of 6 100%
Technical Committee
1 of 1 100%
Past Annual Meeting Voting Results
Year
Votes For
% of Votes for
Votes Withheld
% of Votes
Withheld
2019
42,539,494
99.98%
9,600
0.02%
Securities Held(2)
Common Shares
PSUs
RSUs

3,279,447
225,526
153,333

Senior Executive Share Ownership
Requirement
3x Base Salary Criteria Met

Other Public Company Directorships During the Last Five Years
None
Calgary, Alberta, Canada(1)

Age: 64

Director Since: February 2017

Mr. Brad Thomson joined Source in June 2012 at the invitation of the founding owners to become the CEO and to provide executive
leadership for the substantial growth initiatives of Source. Mr. Thomson has extensive experience in fast growth organizations as a founder,
officer and director of a number of business success stories. Mr. Thomson has over 30 years of experience in finance, business development
and operations. Mr. Thomson was a Principal and the Chief Financial Officer of the Northridge Group of Companies (“Northridge”) which,
among other things, built one of North America’s largest private petroleum and natural gas marketing and trading companies. Northridge
had operations in 7 provinces and twenty-five states. He was also a founder and officer of an oil and gas investment fund (now AGF
Resource Capital) and Metronet Communications (now Allstream Canada). Mr. Thomson also served as a senior officer of TransCanada
Company (“TransCanada”) where he was responsible for its growth program. While at TransCanada, he spearheaded the creation of
TransCanada Power LP (which is now traded as Capital Power Company). In addition, Mr. Thomson has served as a director of a number
of oil and gas exploration companies as well as CCS Income Fund, CE Franklin Limited, Bruce Power Ltd., and the Canadian Electrical
Association. Mr. Thomson is a Chartered Professional Accountant - Chartered Accountant designation and has received his ICD.D
designation from the Canadian Institute of Corporate Directors.
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Independent Director

STEW HANLON

Board and Committee Membership
Board (Chair)
Audit Committee
Compensation and Corporate Governance Committee
Health, Safety and Environment Committee

2019 Meeting Attendance
6 of 6 100%
4 of 4 100%
3 of 3 100%
3 of 3 100%

Past Annual Meeting Voting Results
Year

Votes For

% of Votes for

Votes Withheld

2019

41,516,240

99.92%

32,854

Securities Held(2)
Common Shares
DSUs

200,000
81,325

% of Votes
Withheld
0.08%

Director Share Ownership Requirement
3x Base Retainer Criteria Met

Other Public Company Directorships During the Last Five Years
Questor Technology Inc.
Present
Gibson Energy Inc.
Past
Calgary, Alberta, Canada(1)

Age: 60

Director Since: April 2017

Mr. Stew Hanlon retired from his position as President and CEO of Gibson Energy (“Gibson”) in June of 2017. In his 26-year tenure with
Gibson he filled senior roles in finance, business development and operations culminating in his appointment as President and CEO in April
of 2009. In addition to Source, Mr. Hanlon also serves on the board of directors of Hammerhead Resources Inc. and Questor Technology
Inc., is a member of the chapter advisory board of the Children’s Wish Foundation for Alberta and the Northwest Territories, and is on the
board of governors of the Alberta University of the Arts. Mr. Hanlon holds a Bachelor of Commerce (Finance and Accounting) from the
University of Saskatchewan, is a Chartered Accountant and was admitted to the Institute of Chartered Accountants of Saskatchewan in
1989 and Institute of Chartered Accountants of Alberta in 1990.

JAMES (JIM) MCMAHON

Independent Director
Board and Committee Membership
2019 Meeting Attendance
Board
6 of 6 100%
Compensation and Corporate Governance Committee
3 of 3 100%
Health, Safety and Environment Committee
3 of 3 100%
Technical Committee (Chair)
1 of 1 100%
Past Annual Meeting Voting Results
Year
Votes For
% of Votes for
Votes Withheld
% of Votes
Withheld
2019
41,516,240
99.92%
32,854
0.08%
Securities Held(2)
Common Shares
DSUs

7,764,003(3)
81,325

Director Share Ownership Requirement
3x Base Retainer Criteria Met

Other Public Company Directorships During the Last Five Years
None
Calgary, Alberta, Canada(1)

Age: 61

Director Since: February 2017

Mr. Jim McMahon is a former Owner, Executive Vice President, Director and Secretary of Source’s predecessor entity. Mr. McMahon
previously provided day-to-day direction as a consultant to Source through his consulting corporation, McMahon Enterprises Ltd. Prior to
joining Source, Mr. McMahon was Vice President Business Development for CCS Company (now Tervita Corporation) (“CCS”), a large
Canadian based multinational oilfield services company with its primary business in oilfield waste management. Mr. McMahon left CCS
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in May 2009 to purchase an interest in Source. Mr. McMahon has 25 years of oilfield experience primarily in the midstream sector. Prior
to working in the oilfield sector, Mr. McMahon had a varied background in numerous business fields including time as a Marketing
Representative with IBM and as a Second Lieutenant in the Canadian Forces. Mr. McMahon has a Bachelor of Science in Electrical
Engineering and a Master of Business Administration both from the University of Saskatchewan.
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Independent Director

JEFF BELFORD

Board and Committee Membership
2019 Meeting Attendance
Board
6 of 6 100%
Audit Committee
4 of 4 100%
Past Annual Meeting Voting Results
Year

Votes For

% of Votes for

2019

42,539,494

99.98%

Securities Held(2)

Votes
Withheld
9,600

% of Votes
Withheld
0.02%

Director Share Ownership Requirement
-(4)

Common Shares
DSUs

3x Base Retainer

Criteria Met

81,325

Other Public Company Directorships During the Last Five Years
None
Calgary, Alberta, Canada(1)

Age: 56

Director Since: February 2017

Mr. Jeff Belford is a Senior Managing Director of TriWest Capital Partners, a private equity firm that invests in companies in a broad range
of industries, including the service, manufacturing and distribution sectors, joining at the inception of TriWest Capital Fund II in 2003 from
Swiss Water Decaffeinated Coffee Company Inc., a former TriWest fund portfolio company. Mr. Belford contributes both financial and
operations experience to the TriWest team. Mr. Belford gained significant financial and operating experience before joining TriWest. He
was Chief Financial Officer of Swiss Water from 2000 to 2003. Swiss Water was subsequently listed on the TSX as an Income Trust. From
1996 to 2000, Mr. Belford was Director of Finance and Operations for Descente North America, an international sportswear company. Prior
to that, Mr. Belford held a variety of financial roles at Kraft Foods Canada. Mr. Belford holds a Bachelor of Commerce degree from the
University of Toronto and is a member of the Canadian Institute of Chartered Professional Accountants.

Independent Director

MICHAEL (MICK) MACBEAN

2019 Meeting Attendance(5)
6 of 6 100%
2 of 2 100%

Board and Committee Membership
Board
Compensation and Corporate Governance Committee
(Chair)

Past Annual Meeting Voting Results
Year
2019

Votes For

% of Votes for

42,539,494

99.98%

(2)

Securities Held
Common Shares
DSUs

-(4)

Votes
Withheld
9,600

% of Votes
Withheld
0.02%

Director Share Ownership Requirement
3x Base Retainer Criteria Met

81,325

Other Public Company Directorships During the Last Five Years
Peyto Exploration & Development Corp.
Present
TerraVest Industries Inc.
Present
Calgary, Alberta, Canada(1)

Age: 53

Director Since: February 2019

Mr. Mick MacBean is a Senior Managing Director of TriWest Capital Partners, a private equity firm that invests in companies in a broad
range of industries, including the service, manufacturing and distribution sectors. Prior to joining TriWest in 2010, Mr. MacBean was
founder and CEO of Diamond Energy Services LP (“Diamond”), a Saskatchewan-based energy services firm. Mr. MacBean successfully
operated Diamond from 1998 to 2010 and remains on the board of directors of Diamond. Prior to Diamond, Mick was with ARC Financial
Corporation, a Calgary-based private equity firm. Mick holds a Bachelor of Commerce degree from the University of Saskatchewan and is
a Chartered Accountant, a member of the Canadian Institute of Chartered Professional Accountants, and a Chartered Director.
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Independent Director

KENNETH SEITZ

Board and Committee Membership
Board
Health, Safety and Environment Committee (Chair)
Technical Committee

2019 Meeting Attendance
4 of 6
67%
3 of 3 100%
N/A(6)
N/A

Past Annual Meeting Voting Results
Year
2019

Votes For

% of Votes for

42,539,494

99.98%

(2)

Securities Held
Common Shares
DSUs

23,000
72,754

Votes
Withheld
9,600

% of Votes
Withheld
0.02%

Director Share Ownership Requirement
3x Base Retainer Has Until May
2023 to Comply

Other Public Company Directorships During the Last Five Years
None
Saskatoon, Saskatchewan, Canada(1)

Age: 51

Director Since: May 2018

Mr. Ken Seitz is Executive Vice President and CEO of Potash at Nutrien Ltd. (“Nutrien”), a producer and distributer of potash, nitrogen
and phosphate products for agricultural, industrial and feed customers. Prior to joining Nutrien in 2019, Mr. Seitz was President and Chief
Executive Officer, and a board member of Canpotex Limited (“Canpotex”). Previous to Canpotex, Mr. Seitz held various senior positions
at Cameco Corporation (“Cameco”) over a 17-year period, including Chief Commercial Officer from 2011 to 2015. Prior to joining Cameco,
Mr. Seitz spent 5 years in the oil and gas sector with both PanCanadian Energy and Encana Corporation, in finance and strategic planning
roles. Mr. Seitz earned Bachelor’s degrees in Economics and Engineering, and an MBA, all from the University of Saskatchewan. Mr. Seitz
also holds a Certificate in Management from the Stern School of Business at New York University, and is a Professional Engineer with the
Association of Professional Engineers and Geoscientists of Saskatchewan.

Independent Director

CARRIE LONARDELLI

2019 Meeting Attendance(7)

Board and Committee Membership
Board
Audit Committee (Chair)

4 of 5
3 of 3

80%
100%

Past Annual Meeting Voting Results
Year
2019

Votes For

% of Votes for

42,539,494

99.98%

(2)

Securities Held
DSUs

60,254

Votes
Withheld
9,600

% of Votes
Withheld
0.02%

Director Share Ownership Requirement
3x Base Retainer Has Until
February 2024
to Comply

Other Public Company Directorships During the Last Five Years
None
Calgary, Alberta, Canada(1)

Age: 44

Director Since: March 2019

Mrs. Carrie Lonardelli is the Chief Financial Officer of Bonnetts Energy Corp. (“Bonnetts”) which offers specialized downhole operations
to customers in the Western Canada Sedimentary Basin. Prior to joining Bonnetts, Mrs. Lonardelli was the owner and operator of an
enterprise that provided CFO services to owner-managed businesses in Calgary. Prior to starting her own business, Mrs. Lonardelli was the
VP of Finance at Phoenix Technology Services (8 years) and served a broad range of clients with KPMG in both Winnipeg and Calgary (7
years). Mrs. Lonardelli holds both a Bachelor of Commerce and a Bachelor of Arts degree from the University of Manitoba (2000) and
completed her Chartered Accountant designation with the Institute of Chartered Accountants of Manitoba (2001). Mrs. Lonardelli currently
serves on the board of governors of Mount Royal University.
Notes:
(1)

The information as to province or state, country of residence, and principal occupation, not being within the knowledge of Source, has been furnished
by the respective nominees individually.
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(2)

The information as to the number of securities beneficially owned, or controlled or directed, directly or indirectly, not being solely within the knowledge
of Source, has been based upon reports filed on SEDI at www.sedi.ca.

(3)

Includes Common Shares held by 2024747 Alberta LP and 2024748 Alberta LP.

(4)

Messrs. Belford and MacBean are each Senior Managing Directors of TriWest, the general partner of the limited partnerships comprising TriWest IV,
which exercises control or direction over 16,677,345 Common Shares.

(5)

Indicates Mr. MacBean’s meeting attendance from his appointment as a director (February 2019) and as a member of the Compensation and Corporate
Governance Committee (March 2019).

(6)

Mr. Seitz was appointed as a member of the Technical Committee in March 2019 and there have been no meetings since that date.

(7)

Indicates Mrs. Lonardelli’s meeting attendance from her appointment as a director and a member and Chair of the Audit Committee in March 2019.

Cease Trade Orders and Bankruptcies
To the knowledge of the Company: (i) no proposed nominee for director of the Company is, as of the date of the Information
Circular, or was within ten years before the date of the Information Circular, a director, chief executive officer or chief financial
officer of any company (including the Company), that: (a) was subject to a cease trade order (including a management cease
trade order), an order similar to a cease trade order or an order that denied the relevant company access to any exemption under
securities legislation, in each case that was in effect for a period of more than 30 consecutive days (collectively, a “Cease
Trade Order”), that was issued while the director or executive officer was acting in the capacity as director, chief executive
officer or chief financial officer; or (b) was subject to a Cease Trade Order that was issued after the director or executive officer
ceased to be a director, chief executive officer or chief financial officer and which resulted from an event that occurred while
that person was acting in the capacity as director, chief executive officer or chief financial officer; and (ii) no proposed nominee
for director of the Company (nor any personal holding company of any of such persons), or shareholder holding a sufficient
number of securities of the Company to affect materially the control of the Company: (a) is, as of the date of the Information
Circular, or has been within the ten years before the date of the Information Circular, a director or executive officer of any
company (including the Company) that, while that person was acting in that capacity, or within a year of that person ceasing
to act in that capacity, became bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency or was
subject to or instituted any proceedings, arrangement or compromise with creditors or had a receiver, receiver manager or
trustee appointed to hold its assets; or (b) has, within the ten years before the date of the Information Circular, become bankrupt,
made a proposal under any legislation relating to bankruptcy or insolvency, or become subject to or instituted any proceedings,
arrangement or compromise with creditors, or had a receiver, receiver manager or trustee appointed to hold the assets of the
director, executive officer or shareholder.
Penalties or Sanctions
To the knowledge of the Company, no proposed nominee for director of the Company has been subject to: (a) any penalties or
sanctions imposed by a court relating to securities legislation or by a securities regulatory authority or has entered into a
settlement agreement with a securities regulatory authority; or (b) any other penalties or sanctions imposed by a court or
regulatory body that would likely be considered important to a reasonable securityholder in deciding whether to vote for a
proposed director.
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Board Skills Matrix
The following table reflects the diverse skill set requirements of the Board and identifies the specific experience and expertise
that is possessed by each individual director nominee:
B.
Thomson

J.
McMahon

J.
Belford

A.
Hanlon

K.
Seitz

M.
MacBean

C.
Lonardelli

EXECUTIVE LEADERSHIP
Experience leading an organization, or
a functional area or major business
segment of an organization.















CORPORATE GOVERNANCE
Deep understanding of corporate
governance gained through experience
as a senior executive officer or board
member of public and private
organizations.















FINANCIAL LITERACY
Ability to critically assess and analyze
financial statements and projections,
executive or management experience in
financial reporting and accounting, and
corporate finance.















STRATEGIC PLANNING
Executive or management experience
related to strategic planning and
strategy execution for organizations.















ENTERPRISE RISK
EVALUATION
Executive or management experience
evaluating and managing the spectrum
of risks faced by organizations.















BUSINESS DEVELOPMENT AND
VALUE CREATION
Executive or management experience
relating to business development,
mergers and acquisitions, opportunity
generation, and value creation.













HUMAN RESOURCES
Executive or management experience
relating to human resources, talent
management, succession planning and
compensation.

























Director Skills and Experience

HEALTH, SAFETY AND
ENVIRONMENT
Experience related to the regulation of,
workplace health and safety, the
environment, stakeholder
communications, and social
responsibility for the oil and gas
industry.
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Independence
A majority of the Board is independent. Under NI 58-101 – Disclosure of Corporate Governance Practices, a director is
considered to be independent if he or she is independent within the meaning of NI 52-110 – Audit Committees. Pursuant to NI
52-110, the independent director is a director who is free from any direct or indirect relationship which could, in the view of
the Board, be reasonably expected to interfere with a director’s independent judgment. Based on information provided by each
director nominee concerning his or her background, employment and affiliations, the Board has determined that: (a) Mr.
Hanlon, Mr. Belford, Mr. McMahon, Mr. Seitz, Mr. MacBean, and Mrs. Lonardelli are independent within the meaning set out
in NI 58-101; and (b) Mr. Thomson is not independent within the meaning set out in NI 58-101 as he is the President and Chief
Executive Officer of Source.
Mr. Belford and Mr. MacBean are each senior managing directors of TriWest, the general partner of the limited partnerships
comprising TriWest IV. TriWest IV together with Mr. McMahon are significant shareholders of Source. See the “Principal
Shareholders” section of this Circular. Notwithstanding their significant shareholdings in the Company, the Board has
determined that each of Mr. Belford, Mr. MacBean and Mr. McMahon are independent within the meaning set out in NI 58101.
In order for the Board to function independently from the management of Source:
•

The roles and responsibilities of the Chair of the Board (Stew Hanlon) and the CEO (Brad Thomson) are
separate; and

•

The Audit Committee is comprised entirely of independent directors (as required by applicable law). The
Compensation and Corporate Governance Committee, and the Health, Safety and Environment Committee are
also comprised entirely of independent directors.

Name of Director

Management

Independent

Not Independent

Brad Thomson
Stew Hanlon
Jim McMahon
Jeff Belford
Ken Seitz
Mick MacBean
Carrie Lonardelli













Total

1

6

1

Reason for Non-Independence
President and Chief Executive Officer of Source

Board Committees
The Board has four Committees: the Audit Committee, the Compensation and Corporate Governance Committee, the Health,
Safety and Environment Committee, and the Technical Committee.
The following table sets forth the current membership of these four Committees:

Name of Director
Brad Thomson
Stew Hanlon
Jim McMahon
Jeff Belford
Ken Seitz
Mick MacBean
Carrie Lonardelli
Total

Audit Committee


Compensation and
Corporate Governance
Committee

Health, Safety and
Environment
Committee







 (Chair)

 (Chair)



3

3

Technical Committee



 (Chair)
 (Chair)
3

3
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Each of the Board’s Committees has a mandate. The mandates are reviewed annually by the relevant Committee and the
Compensation and Corporate Governance Committee. These mandates are publicly available at our website,
www.sourceenergyservices.com.
Audit Committee
The members of the Audit Committee are Mrs. Lonardelli (Chair), Mr. Belford, and Mr. Hanlon. Each of the members of the
Audit Committee is considered “financially literate” and “independent” within the meaning of NI 52-110.
The Company believes that each of the members of the Audit Committee possesses: (a) an understanding of the accounting
principles used by the Company to prepare its financial statements; (b) the ability to assess the general application of such
accounting principles in connection with the accounting for estimates, accruals and provisions; (c) experience preparing,
auditing, analyzing or evaluating financial statements that present a breadth and level of complexity of accounting issues that
are generally comparable to the breadth and complexity of issues that can reasonably be expected to be raised by the Company’s
financial statements, or experience actively supervising one or more individuals engaged in such activities; and (d) an
understanding of internal controls and procedures for financial reporting.
In addition to any other duties and authorities delegated to it by the Board from time to time, the Audit Committee’s mandate
includes:
•

reviewing and recommending to the Board changes to its mandate, as considered appropriate from time to
time;

•

reviewing any and all disclosure regarding the Audit Committee as contemplated by NI 52-110;

•

overseeing by direct involvement or by delegation to the Company’s disclosure committee, the disclosure
of the Company’s quarterly and annual financial statements and related filings;

•

summarizing in the Company’s disclosure materials, the Committee’s composition and activities as
required;

•

satisfying itself on behalf of the Board with respect to the Company’s internal control systems, including
ensuring compliance with legal and regulatory requirements;

•

reviewing and recommending to the Board for approval the Company’s annual financial statements, and
reviewing and approving the Company’s quarterly financial statements, including in each case any
certification, report, opinion or review rendered by the external auditor, and related management’s
discussion and analysis. The process of reviewing annual and quarterly financial statements should include
but not be limited to:

•

reviewing changes in accounting principles, or in their application, which may have a material impact on
the current or future years’ financial statements;

•

reviewing significant accruals, reserves or other estimates;

•

reviewing accounting treatment of unusual or non-recurring transactions;

•

ascertaining compliance with covenants under loan agreements;

•

reviewing financial reporting relating to asset retirement obligations;

•

reviewing disclosure requirements for commitments and contingencies;

•

reviewing adjustments raised by the external auditors, whether or not included in the financial statements;

•

reviewing unresolved differences between Source’s management and the external auditors;
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•

obtaining explanations of significant variances with comparative reporting periods; and

•

determining through inquiry if there are any related party transactions and ensure the nature and extent of
such transactions are properly disclosed;

•

reviewing financial statements, prospectuses, management’s discussion and analysis, annual information
forms and all public disclosure containing financial information that is based upon the financial statements
of the Company that has not been previously released, before release and prior to Board approval, if
required;

•

seeking to ensure that adequate procedures are in place for the review of the Company’s disclosure of
financial information extracted or derived from the Company’s financial statements and periodically assess
the adequacy of those procedures;

•

recommending to the Board the nomination of the external auditor for shareholder approval, considering
independence and effectiveness, and reviewing the fees and other compensation to be paid to the external
auditor. Instructing the external auditor that its ultimate client is the shareholders of the Company as a
group;

•

advising the external auditor that it is required to report directly to the Audit Committee, and not to the
management of the Company and, if it has any concerns regarding the conduct of the Committee or any
member thereof, it should contact the Chairman of the Board or any other director;

•

monitoring the relationship between the Company’s management and the external auditor including
reviewing any management letters or other reports of the external auditor and discussing any material
differences of opinion between the Company’s management and the external auditor;

•

reviewing and discussing, on an annual basis, with the external auditor all significant relationships they
have with the Company, its management or employees to determine their independence;

•

reviewing and approving requests for any material management consulting or other engagement to be
performed by the external auditor and be advised of any other material study undertaken by the external
auditor at the request of Source’s management that is beyond the scope of the audit engagement letter and
related fees;

•

reviewing the performance of the external auditor and any proposed dismissal or non-renewal of the
external auditor when circumstances warrant;

•

periodically consulting with the external auditor out of the presence of Source’s management about
significant risks or exposures, internal controls and other steps that Source’s management has or has not
taken to control such risks, and the fullness and accuracy of the financial statements, including the adequacy
of internal controls to expose any payments, transactions or procedures that might be deemed illegal or
otherwise improper;

•

reviewing with the external auditors (and internal auditor if one is appointed by the Company) their
assessment of the internal controls of the Company, their written reports containing recommendations for
improvement, and management’s response and follow-up to any identified weaknesses;

•

communicating directly with the external auditor, and arranging for the external auditor to report directly
to the Audit Committee or to be available to the Audit Committee and the full Board as needed;

•

reviewing the integrity of the financial reporting processes, both internal and external, in consultation with
the external auditor as it sees fit;

•

considering the external auditor’s judgments about the quality, transparency and appropriateness, not just
the acceptability, of the Company’s accounting principles and financial disclosure practices, as applied in
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its financial reporting, including the degree of aggressiveness or conservatism of its accounting principles
and underlying estimates, and whether those principles are common practices or are minority practices
relative to the Company’s peers;
•

reviewing all material balance sheet issues, material contingent obligations (including those associated with
material acquisitions or dispositions) and material related party transactions;

•

considering proposed major changes to the Company’s accounting principles and practices;

•

if considered appropriate, establishing separate systems of reporting to the Audit Committee by each of
Source’s management and the external auditor;

•

reviewing the scope and plans of the external auditor’s audit and reviews and authorizing the external
auditor to perform supplemental reviews or audits as the Audit Committee may deem desirable;

•

reviewing annually with the external auditors their plan for their audit and, upon completion of the audit,
their reports upon the financial statements of the Company and its subsidiaries;

•

periodically considering the need for an internal audit function, if not present;

•

following completion of the annual audit and quarterly reviews, reviewing separately with each of Source’s
management and the external auditor any significant changes to planned procedures, any difficulties
encountered during the course of the audit and, if applicable, reviews, including any restrictions on the
scope of work or access to required information and the cooperation that the external auditor received
during the course of the audit and, if applicable, reviews;

•

reviewing any significant disagreements among Source’s management and the external auditor in
connection with the preparation of the financial statements;

•

where there are significant unsettled issues between Source’s management and the external auditors that do
not affect the audited financial statements, seeking to ensure that there is an agreed course of action leading
to the resolution of such matters;

•

reviewing with the external auditor and Source’s management significant findings during the year and the
extent to which changes or improvements in financial or accounting practices, as approved by the Audit
Committee, have been implemented. This review should be conducted at an appropriate time subsequent to
implementation of changes or improvements, as decided by the Audit Committee;

•

reviewing the system in place to seek to ensure that the financial statements, related management’s
discussion and analysis and other financial information disseminated to governmental organizations and
the public satisfy applicable requirements; and

•

when there is to be a change in auditors, reviewing the issues related to the change and the information to
be included in the required notice to securities regulators of such change.

Please see page 23 and Appendix “A” (page 42) of our annual information form dated March 5, 2020 for the disclosure
regarding the Audit Committee required by Form 52-110F1 Audit Committee Information Required in an AIF. The annual
information form is available on our website at www.sourceenergyservices.com and under Source’s SEDAR profile at
www.sedar.com. Upon request, Source will provide shareholders with a copy of the annual information form. Please use the
contact information set out on page 46 of the Information Circular.
Compensation and Corporate Governance Committee
The members of the Compensation and Corporate Governance Committee are Mr. MacBean (Chair), Mr. Hanlon, and Mr.
McMahon. Each member of the Compensation and Corporate Governance Committee have been senior leaders in various
organizations. As a result, they have obtained direct experience relevant to executive compensation and possess the skills and
knowledge that enable the Compensation and Corporate Governance Committee to develop and make recommendations on the
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suitability of Source’s compensation policies and practices. Each of the members of the Compensation and Corporate
Governance Committee is independent within the meaning of NI 58-101.
The Compensation and Corporate Governance Committee’s mandate is to, among other things, assess and formulate and make
recommendations to the Board in respect of corporate governance, compensation issues related to Source’s officers and
employees, compensation and other issues relating to the Company’s directors. In addition to any other duties and authorities
delegated to it by the Board from time to time, the Compensation and Corporate Governance Committee’s mandate includes:
•

reviewing and recommending to the Board, on a non-binding basis, changes to its mandate, as considered
appropriate from time to time;

•

reviewing and making recommendations to the Board on Source’s general compensation philosophy and
overseeing the development and administration of compensation programs;

•

overseeing the preparation of and recommending to the Board any required disclosures of governance practices
to be included in any disclosure document of Source, as required;

•

reviewing the senior management and Board compensation policies and/or practices followed by Source and
seeking to ensure such policies are designed to recognize and reward performance and establish a compensation
framework, which results in the effective development and execution of a Board-approved strategy;

•

seeking to ensure that base salaries are competitive relative to the industry and that bonuses, if any, reflect
industry-competitive cash composition relative to corporate performance and considering individual
performance in the context of the overall performance of Source;

•

developing, for review and approval of the Board, a written position description for the CEO;

•

annually evaluating Source’s and the senior executives’ performance by the degree that Source’s strategy (as
proposed and justified by the Company’s management and modified and approved by the Board) and value
growth performance (as compared to its peers including other Canadian public companies of a similar size and
other Canadian mining or oilfield services companies of a similar size in general and also the Canadian mining
or oilfield services companies with the most similar scope of business) differentiate;

•

annually reviewing and recommending to the Board an evaluation of the performance of senior executives and
providing recommendations for annual compensation based on such evaluation and other appropriate factors;

•

administering any share-based compensation plan and such other compensation plans or structures for non-senior
executive employees as are adopted by Source from time to time in accordance with the terms of the applicable
plan or structure, including the recommendation to the Board of the grant of Options or other compensation in
accordance with the terms of the applicable plan or structure;

•

regularly reviewing all incentive compensation plans and share-based plans and, in its discretion, making
recommendations to the Board for consideration;

•

reviewing employee benefit plans and reports and, in its discretion, making recommendations to the Board for
consideration;

•

providing risk oversight in respect of Source’s compensation policies and practices;

•

identifying any compensation plans or practices that could encourage senior executives or other individuals in a
principal business unit or a division of Source to take inappropriate or excessive risks;

•

identifying any other risks that may arise from Source’s compensation policies and practices that are reasonably
likely to have a material adverse effect on Source;

- 68 -

•

overseeing and approving a report prepared by Source’s management on senior executive compensation on an
annual basis in connection with the preparation of the annual management information circular or as otherwise
required pursuant to applicable securities laws;

•

reviewing in advance all proposed executive compensation disclosure;

•

reviewing and recommending to the Board the compensation of the Board members, including annual retainer,
meeting fees, share-based compensation and other benefits conferred upon the Board members;

•

reviewing annually the effectiveness of the CEO and, in consultation with the CEO, other senior management
and other executive officers, including their contributions, performance and qualifications;

•

considering such other human resource matters as are delegated to the Compensation and Corporate Governance
Committee by the Board, for review or recommendation, as considered appropriate from time to time;

•

reviewing, on a periodic basis, the size and composition of the Board, making recommendations as to the number
of independent directors and advising the Board on filling vacancies;

•

facilitating the independent functioning of the Board, including by assessing which directors are independent
directors and which independent directors serve the Board as a matter of duty to a third-party and identifying
areas of conflict of interest between Source and any such third parties, and seeking to maintain an effective
relationship between the Board and senior management of the Company;

•

reviewing, annually, the mandates of the Board and its Committees and the position descriptions for the
Chairman of the Board and the Chair of each Committee and recommending to the Board such amendments to
those mandates and position descriptions as it believes are necessary or desirable;

•

assessing, annually, the effectiveness of the Chairman of the Board, the Board as a whole, all Committees of the
Board and the contribution, competency, skill and qualification and, if applicable, position distributions, of
individual directors, including making recommendations where appropriate that a sitting director be removed or
not be re-appointed;

•

reviewing, on a periodic basis, the Company’s code of business conduct and ethics, recommending to the Board
any changes thereto as considered appropriate from time to time, ensuring that Source’s management has
established a system to monitor compliance with the code of business conduct and ethics, and reviewing
management’s monitoring of Source’s compliance with the code of business conduct and ethics;

•

establishing a process for direct communications with shareholders and other stakeholders, including through
the Company’s whistleblower policy;

•

developing processes to address any conflict of interest and to periodically review such processes;

•

reviewing, on a periodic basis, senior management succession plans;

•

reviewing and submitting to the Board, as a whole, recommendations concerning executive and board
compensation, compensation plan matters and corporate governance;

•

reviewing with the Board the Compensation and Corporate Governance Committee’s judgment as to the quality
of the Company’s governance and suggesting changes to the Company’s operating governance guidelines and
deemed appropriate;

•

as necessary or appropriate, establishing qualifications for directors and procedures for identifying possible
nominees who meet these criteria;

•

considering, in recommending to the Board suitable candidates to be nominated for election as directors at the
next annual meeting of shareholders: (a) the competencies and skills considered necessary for the Board, as a
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whole, to possess, (b) the competencies and skills of the existing members of the Board, (c) the needs of the
Board and the competencies and skills each new nominee will bring to the boardroom, and (d) whether or not
each new nominee can devote sufficient time and resources to his or her duties as a member of the Board; and
•

periodically reviewing the policy on mandatory share ownership for directors and senior officers of the Company
and, in its discretion, recommending any changes to the Board for consideration.

Consultants may be periodically retained to assist the Compensation and Corporate Governance Committee in fulfilling its
responsibilities. The Compensation and Corporate Governance Committee is currently responsible for determining the
compensation for Source’s directors and officers. Further particulars of the process by which compensation for the Company’s
directors and officers is determined can be found under the headings “Executive Compensation” and “Director Compensation”.
Health, Safety and Environment Committee
The members of the Health, Safety and Environment Committee are Mr. Seitz (Chair), Mr. Hanlon and Mr. McMahon. Each
of the members of the Health, Safety and Environment Committee is independent within the meaning of NI 58-101.
The Health, Safety and Environment Committee’s mandate is to oversee Source’s policies and management systems, which
are designed to cause it to comply with applicable laws and regulations, and evaluate the performance of Source with respect
to: (a) the protection of the health and safety of all persons associated with Source’s operations; (b) the protection of the
biological and physical environments; and (c) the relationship of Source with the communities nearest its operations. In addition
to any other duties and authorities delegated to it by the Board from time to time, the Health, Safety and Environment’s
Committee’s mandate includes:
•

reviewing, annually, and recommending to the Board changes to its mandate, as considered appropriate from
time to time;

•

monitoring changes to applicable laws, regulations and rules and industry standards in regard to health, safety
and environmental matters;

•

monitoring on a regular basis, the existing health, safety and environmental practices, procedures and policies of
Source as prepared by and updated from time to time by Source’s management to ensure that they comply with
applicable laws, regulations and rules, conform to industry standards and prevent or mitigate losses and, in its
discretion, directing changes to such practices, procedures and policies;

•

reviewing periodically the relationship of Source with the communities affected by its business and operations;

•

considering and implementing policies for the improvement of the relationship of Source with the communities
affected by its business and operations;

•

evaluating the effectiveness of the implementation of Source’s policies relating to health, safety and
environmental matters;

•

directing the preparation of, and reviewing and considering reports and recommendations issued by Source’s
management or by external advisors relating to health and safety issues, compliance matters and the interaction
of Source with the communities affected by its business and operations, together with management’s response
to those reports and recommendations;

•

from time to time, touring Source’s operations, interviewing the senior officers of Source responsible for
operations and a sampling of the operating personnel reporting to the Board on such meetings;

•

reviewing periodically Source’s emergency response plan, if any, and state of readiness to respond to crisis
situations;

•

reviewing any civil or criminal occupational health and safety or environmental proceedings, claims, orders,
actions or government investigation contemplated or threatened against Source;
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•

reviewing circumstances involving any emergency that forces the indefinite shut-down of operations, loss of
safe operating control, serious injuries or fatalities among employees, contractors or the public, extensive damage
to property or a serious harm to the environment;

•

reviewing health, safety, and environmental programs implemented by the Company’s management for any of
Source’s employees; and

•

submitting to the Board, as a whole, reports concerning health, safety and environmental matters.

Technical Committee
The members of the Technical Committee are Mr. McMahon (Chair), Mr. Seitz and Mr. Thomson. A majority of members of
the Technical Committee are considered independent within the meaning of NI 52-110.
The Technical Committee’s mandate is to oversee the preparation of scientific or technical reports of the Company, including
mineral reserves and resources or other information within the scope of NI 43-101. In addition to any other duties and authorities
delegated to it by the Board from time to time, the Technical Committee’s mandate includes:
•

reviewing, annually, and recommending to the Board changes to its mandate, as considered appropriate from
time to time;

•

review the selection and qualifications of the qualified person (within the meaning of NI 43-101) retained by the
Company to prepare or oversee the preparation of scientific or technical information or estimates of mineral
reserves or resources or other information within the scope of NI 43-101;

•

annually, prior to disclosure by the Company of scientific or technical information of the Company including
mineral reserves or resources or other information within the scope of NI 43-101 (collectively, the “Annual 43101 Report”), meet with the qualified person (including in camera) to:

•

re-confirm the qualified person’s independence;

•

receive, and review with the qualified person, the Annual 43-101 Report and the report of the qualified person
thereon;

•

determine the information available to the qualified person for review in preparation of the Annual 43-101 Report
and any restrictions on the receipt or use of any such information;

•

determine whether there were any areas of disagreement between the qualified person and the Company, and if
so how such disagreement(s) were resolved;

•

confirm that the Annual 43-101 Report is prepared in accordance with NI 43-101 (including Form 43-101F1
Technical Report); and

•

undertake such other matters as the Committee may determine to be necessary or advisable in order to fulfill its
duties;

•

review, on an ad-hoc basis as requested by the Board from time to time, disclosure by the Company of, or other
matters relating to, scientific or technical information of the Company including mineral reserves or resources
or other information within the scope of NI 43-101;

•

periodically review the Company’s internal controls and disclosure controls and procedures relating to mineral
reserves or resources estimations, and disclosure of scientific or technical information of the Company including
mineral reserves or resources or other information within the scope of NI 43-101, including procedures for
providing information to a qualified person and complying with NI 43-101;
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•

undertake such other technical tasks or review such other technical matters as the Board may determine from
time to time; and

•

submit to the Board, as a whole, reports of the Committee in respect of scientific or technical information of the
Company including mineral reserves or resources or other information within the scope of NI 43-101, and such
other technical matters as requested by the Board from time to time.

Source’s Board and Committee mandates are available on our website at www.sourceenergyservices.com or by request to
Source Energy Services Ltd., 500, 438 – 11th Avenue SE, Calgary, Alberta T2G 0Y4, attention: Chief Financial Officer.
Service on Other Boards
Our directors are not restricted from serving on the boards of other public or private companies so long as their commitments
do not materially interfere, or are not incompatible, with their ability to fulfill their duties as a member of Source’s Board. The
following directors were directors of the following other reporting issuers (or the equivalent) as at October 29, 2020:
Name

Name of Other Reporting Issuers

Stew Hanlon

Questor Technology Inc.

Mick MacBean

Peyto Exploration & Development Corp.
TerraVest Industries Inc.

Interlocking Directorships
The Company does not have a formal policy on board interlocks. A board interlock occurs when two of the Company’s directors
also serve together on the board of another reporting issuer. As of the date of the Information Circular, there are no board
interlocks among the Board members.
Tenure
The Board has not adopted director term limits or other mechanisms of board renewal because:
•

Source has found that having long standing directors on its Board does not negatively impact board effectiveness
and instead contributes to boardroom dynamics such that Source has a consistently high performing Board;

•

the imposition of director term limits implicitly discounts the value of experience and continuity amongst Board
members and runs the risk of excluding experienced and valuable Board members because of an arbitrary
determination;

•

it is important to retain directors who hold significant investments in the Company, such that their interests are
aligned with the interests of our shareholders;

•

it is important to ensure that directors with significant and unique business experience in Source’s industry are
retained;

•

directors with the level of understanding of Source’s business, history and culture acquired through long service
on the Board provide additional value; and

•

term limits have the disadvantage of losing the contribution of directors who have been able to develop, over a
period of time, insight into Source and its operations and thereby provide an increasing contribution to the Board.

Conflicts of Interest
Certain directors of the Company are also officers and/or directors of other companies engaged in mining and oil and natural
gas businesses generally. As a result, situations may arise where the interest of such directors conflict with their interests as
directors and officers of other companies. The resolution of such conflicts is governed by applicable corporate laws, which
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require that directors act honestly, in good faith and with a view to the best interests of the Company. Conflicts, if any, will be
handled in a manner consistent with the procedures set forth in the ABCA. The ABCA provides that in the event that a director
has an interest in a material contract or material transaction, whether made or proposed, the director shall disclose his or her
interest in such contract or transaction to the Company and shall refrain from voting on any matter in respect of such contract
or agreement unless otherwise provided by the ABCA.
Indemnity Agreements for Directors and Officers
Source has entered into indemnity agreements (in accordance with the indemnity provisions of the ABCA) with each of the
directors and officers pursuant to which Source has agreed to indemnify such directors and officers from liability arising in
connection with the performance of their duties.
Director Compensation
Approach to Director Compensation
Source’s directors’ compensation program has been designed to attract and retain the most qualified individuals to serve on its
Board. The Compensation and Corporate Governance Committee is responsible for reviewing and approving any changes to
director compensation arrangements. Unlike compensation for the Named Executive Officers, the directors’ compensation
program is not designed to pay for performance; rather, directors receive retainers for their services in order to help ensure
unbiased decision-making.
Director Compensation Components
The Company’s non-executive director compensation program consists primarily of the following elements:
Director and Committee Member Retainers
Form of Compensation
Purpose
Determination

Cash
Designed to help ensure unbiased decision-making.
Each non-executive director receives an annual retainer fee paid quarterly, in arrears, pro-rated for partial
service, if appropriate.
The Chair of each Committee receives an annual retainer fee paid quarterly, in arrears, pro-rated for partial
service, if appropriate.
Each non-executive Committee member receives an annual membership fee paid quarterly, in arrears, prorated for partial service, if appropriate.

DSU Plan
Form of Compensation
Purpose
Determination

Cash
Designed to motivate non-executive directors to achieve the longer-term objectives of the Company and also
serves to align the interests of non-executive directors with shareholders.
Each non-executive director may elect, once each calendar year, to receive all or a portion of his or her annual
board retainer fee(s) compensation in DSUs. DSUs vest on the date the non-executive director ceases to be a
director and are paid out in cash only at such time. Dividend equivalents are earned at the same rate as cash
dividends paid on the Common Shares.

Directors receive annual retainers, Committee membership retainers, and travel fees when applicable. Management directors
do not receive fees for their service on Source’s Board. The directors are also reimbursed for their reasonable expenses in
connection with all meetings and relevant continuing education costs. Pursuant to the DSU Plan, each eligible director receives
an annual grant of DSUs. The timing and grant of DSUs granted to non-executive directors is determined by the Board, upon
recommendation by the Compensation and Corporate Governance Committee. A summary of the DSU Plan is set out under
the heading “Compensation Plan Information – Deferred Share Unit Plan”.
Category
Annual retainer for the Chair of the Board
Annual retainer for each non-executive director (excluding the Chair of the Board)
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Retainer
$85,000
$55,000

Category
Annual retainer for the Chair of the Audit Committee
Annual retainer for the Chair of the Compensation and Corporate Governance Committee
Annual retainer for the Chair of the Health, Safety and Environment Committee
Annual retainer for the Chair of the Technical Committee
Annual retainer for each Committee member

Retainer
$15,000
$11,250
$7,500
$7,500
$5,000

Share Ownership Guidelines
The Company has adopted the following share ownership guidelines pursuant to which the Company’s non-executive directors
are required to own, directly or indirectly, such number of Common Shares, or DSUs, as the case may be, with an aggregate
value as follows:
Participant

Share Ownership Guidelines

Non-executive Directors

3x previous year base retainer

Common Shares or DSUs held for purposes of the non-executive director share ownership guidelines are valued at the higher
of the value at the time of award or acquisition and the closing trading price of the Common Shares on the TSX (or if applicable,
any other recognized exchange) on the last trading day of the financial year of Source.
Each director has five years from the later of the introduction of the share ownership guidelines and the date of their initial
election or appointment as a director to achieve this minimum share ownership requirement.
Director Share Ownership Table
Name
Stew Hanlon (Chairman)
Jim McMahon
Jeff Belford(1)
Ken Seitz
Mick MacBean(1)
Carrie Lonardelli

Ownership Multiple of Annual Base Retainer
5.15x
1,486x
3,188x
2.95x
3,188x
1.26x

Progress Towards Guidelines
100% compliant
100% compliant
100% compliant
Has until May 2023 to comply
100% compliant
Has until March 2024 to comply

Notes:
(1) Represents Common Shares owned by Messrs. Belford and MacBean held by such individuals for the benefit of TriWest IV.

Details of 2019 Director Compensation
The following table sets forth all amounts of compensation provided to the directors (other than Brad Thomson, CEO of Source,
who received no compensation in his capacity as a director) for the year ended December 31, 2019. Information regarding Mr.
Thomson’s 2019 compensation is set forth in the “Executive Compensation” section of the Information Circular:

Name
Stew Hanlon
Jeff Belford(3)
Mick MacBean(3)
Cody Church(3)(4)
Jim McMahon
Marshall McRae(5)(6)
Ken Seitz
Carrie Lonardelli

Fees Earned
($)(1)
99,968
60,000
59,407
11,500
77,500
28,586
71,486
59,792

Share-Based
Awards ($)(2)
69,292
69,292
69,292
69,292
31,870
69,292
69,292

OptionBased
Awards ($)
-

Notes:
(1)

Includes retainer fees, meeting fees, and Chair fees (if applicable).
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Non-Equity
Incentive Plan
Compensation
($)
-

Pension
Value
($)
-

All Other
Compensation
($)
-

Total
($)
169,260
129,292
128,699
11,500
146,792
60,456
140,778
129,084

(2)

The grant date fair value of the DSU awards is based on the five day volume weighted average ending on March 20, 2019, which was $1.15 per unit.
The actual value on vesting of such DSU awards may be greater or less than the indicated value.

(3)

Fees earned, and share-based awards granted to Messrs. Church, Belford and MacBean are held by such individuals for the benefit of TriWest IV.

(4)

Awards previously granted to Mr. Church were not settled upon his resignation in February 2019 as such awards continue to be held for the benefit of
TriWest IV.

(5)

Mr. McRae received an additional $15,000/annum, pro-rated for 2019 for acting as the designated Independent Lead Director should a conflict of
interest had arisen when Mr. Church was Chairman of the Board.

(6)

As Mr. McRae did not stand for re-election as a director in 2019, his 21,071 DSUs vested following the 2019 Shareholders Meeting at a value of $1.5125
per unit.

Incentive Plan Awards
Outstanding Share-Based Awards and Option-Based Awards – Directors
The following table sets forth information concerning all awards issued to non-executive directors in 2019:
Option-Based Awards

Name
Cody Church(3)
Jeff Belford
Mick MacBean
Jim McMahon
Marshall
McRae(4)
Stew Hanlon
Ken Seitz
Carrie Lonardelli

Number of
Common
Shares
Underlying
Unexercised
Options (#)
-

Options
Exercise
Price ($)
-

Option
Expiration
Date
-

Value of
Unexercised
in-themoney
Options ($)
-

-

-

-

-

Share-Based Awards(1)
Market or
Market or
Payout Value
Payout
of Vested
Number of
Value of
Share-Based
Shares or Units Share- Based
Awards not
of Shares that
Awards that
Paid out or
have not Vested
have not
Distributed
(#)(1)
Vested ($)(2)
($)
60,254
13,135
60,254
13,135
60,254
13,135
60,254
60,254
60,254

13,135
13,135
13,135

-

Notes:
(1)
DSUs are issued to non-executive directors annually as a portion of the directors’ compensation arrangements and vest on the date a non-executive
director ceases to be a director and are paid out only at such time.
(2)

Market or payout value of outstanding DSUs was calculated based on the volume weighted average of the trading price of the Common Shares on the
TSX of the five consecutive trading days preceding December 31, 2019, which was $0.218.

(3)

As Mr. Church resigned in February 2019, no DSUs were awarded to him in 2019.

(4)

As Mr. McRae did not stand for re-election as a director at the 2019 Meeting, no DSUs were awarded to him in 2019.

Incentive Plan Awards – Value Vested or Earned During the Year – Directors

Name
Cody Church(2)
Jeff Belford
Mick MacBean
Jim McMahon
Marshall
McRae(3)
Stew Hanlon
Ken Seitz
Carrie Lonardelli

Option-based awards – value
vested during the year ($)(1)
-

Share-based awards – value
vested during the year ($)(1)
31,870

Non-equity incentive plan
compensation – value vested
during the year ($)
-

-

-

-

Notes:
(1)

21,071 DSUs vested during 2019. The value attributed to such DSUs for 2019 was $1.5125 per unit.
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(2)

Awards granted to Mr. Church were not settled upon his resignation in February 2019 as such awards continue to be held for the benefit of TriWest IV.

(3)

As Mr. McRae did not stand for re-election in 2019, his DSUs vested following the 2019 Shareholders Meeting.

Meeting Attendance
The table below shows the number of Board and Committee meetings each director attended in 2019:

Name
Brad Thomson
Jim McMahon
Cody Church(1)
Jeff Belford
Mick MacBean(2)
Marshall McRae(3)
Stew Hanlon
Ken Seitz(4)
Carrie
Lonardelli(5)

Board
6 of 6
(100%)
6 of 6
(100%)
6 of 6
(100%)
6 of 6
(100%)
3 of 3
(100%)
6 of 6
(100%)
4 of 6
(67%)
4 of 5
(80%)

Audit
Committee

Compensation and
Corporate Governance
Committee

Health, Safety, and
Environment
Committee

3 of 3
(100%)
-

3 of 3
(100%)

Technical
Committee
1 of 1
(100%)
1 of 1
(100%)

4 of 4
(100%)

2 of 2
(100%)
4 of 4
(100%)

3 of 3
(100%)

2 of 2
(100%)
2 of 2
(100%)
3 of 3
(100%)

-

1 of 1
(100%)
3 of 3
(100%)
3 of 3
(100%)
-

N/A
-

Overall
Attendance
7 of 7
(100%)
13 of 13
(100%)
10 of 10
(100%)
8 of 8
(100%)
8 of 8
(100%)
16 of 16
(100%)
7 of 9
(78%)
7 of 8
(88%)

Notes:
(1)
Mr. Church resigned as a director in February 2019.
(2)

Indicates Mr. MacBean’s meeting attendance from his appointment as a director (February 2019) and as a member of the Compensation and Corporate
Governance Committee (March 2019).

(3)

Mr. McRae did not stand for reelection at the 2019 Meeting.

(4)

Mr. Seitz was appointed as a member of the Technical Committee in March 2019 and there have been no meetings since that date.

(5)

Indicates Mrs. Lonardelli’s meeting attendance from her appointment as a director and a member and Chair of the Audit Committee in March 2019.

Indebtedness of Directors and Officers
The Company is not aware of any individuals who are either current or former executive officers, directors or employees of the
Company, or any of its subsidiaries and who have indebtedness outstanding as at the date hereof (whether entered into in
connection with the purchase of securities of the Company or otherwise) that is owing to: (a) the Company or any of its
subsidiaries, or (b) another entity where such indebtedness is the subject of a guarantee, support agreement, letter of credit or
other similar arrangement or understanding provided by the Company or any of its subsidiaries.
The Company is not aware of any individuals who are, or who at any time since inception were, a director or executive officer
of the Company, a proposed nominee for election as a director or an associate of any of those directors, executive officers or
proposed nominees who are, or have been since the beginning of the most recently completed financial year, indebted to the
Company or any of its subsidiaries, or whose indebtedness to another entity is, or at any time since the beginning of the most
recently completed financial year has been, the subject of a guarantee, support agreement, letter of credit or other similar
arrangement or understanding provided by the Company.
Re-Appoint Auditor
At the Meeting, shareholders will be asked to re-appoint PricewaterhouseCoopers LLP, Chartered Accountants (“PwC”), as
independent auditors of Source until the next annual shareholder meeting of Source, at a remuneration to be fixed by the
directors of Source. PricewaterhouseCoopers LLP has acted as auditors of Source since February 7, 2017.

- 76 -

PwC was re-appointed as auditor or Source at the 2019 annual meeting of shareholders of the Company. The detailed voting
results concerning the appointment of the auditor are set out below:
Year
2019

Votes For
42,897,054

% of Votes for
100%

Votes Withheld
Nil

% of Votes Withheld
Nil

If Brad Thomson or Derren Newell is your proxyholder and you have not given instructions on how to vote your Shares,
he will vote “FOR” the appointment of PwC as Source’s auditor.
On the recommendation of the Audit Committee, the Board and Management of Source unanimously recommend that
shareholders vote FOR the appointment of PwC, as auditors of Source, to hold office until the next annual meeting of
Source at such remuneration as is to be fixed by the directors of Source.
External Audit Service Fees
The following table summarizes the fees billed to the Company by its external auditors, PwC, for external audit and other
services during the years ended December 31, 2019 and December 31, 2018. The amounts disclosed exclude administrative
charges.
2019

2018

Audit Fees
Audit-Related Fees
Tax Fees
All Other Fees

$200,000
$93,000
$250,000

$200,000
$107,500
$352,371

-

$2,950

Total

$543,000

$662,821

Audit Fees
Audit fees were for professional services related to the audit of annual financial statements.
Audit-Related Fees
Audit-related fees were for professional services provided in connection with equity and debt financings, including review of
offering documents, completion of comfort letters for underwriters, attendance at due diligence meetings and French translation
services and review of quarterly (interim) financial statements, statutory audits and services that generally only an independent
auditor can provide, such as comfort letters and consents. Services included financial information included in our interim and
annual filings, prospectuses and other offering documents.
Tax Fees
Tax fees were for professional services related to tax compliance, tax advice and tax planning. These services included
preparation and review of corporate and expatriate tax returns, assistance with tax audits and transfer pricing matters, advisory
services related to provincial, federal, and state tax compliance, and restructuring, mergers and acquisitions.
All Other Fees
All other fees were for professional services related to advisory services related to Extractive Sector Transparency Measures
Act reporting.
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COMPENSATION DISCUSSION AND ANALYSIS
This Compensation Discussion and Analysis (“CD&A”) section describes Source’s compensation structure, policies,
principles and elements of our executive compensation program, as well as the processes related to compensation
decisions. Information about the compensation awarded to our Named Executive Officers in 2019 can be found in the
“Summary Compensation” and “Incentive Plan Award” tables below.
The purpose of this CD&A is to explain: (i) what the elements of compensation are; (ii) why the Compensation and
Corporate Governance Committee selects these elements; and (iii) how the Compensation and Corporate Governance
Committee determines the relative size of each element of compensation.
Named Executive Officers of the Company
The following section of the Information Circular discusses Source’s approach to the compensation paid to our CEO,
CFO and the three most highly compensated executive officers, other than the CEO and CFO, at the end of the year
ended December 31, 2019 whose total compensation was more than $150,000 (each a “Named Executive Officer”
or “NEO” and collectively, the “Named Executive Officers” or “NEOs”). The Company’s Named Executive
Officers for the year ended December 31, 2019 are as follows:
•

Brad Thomson, CEO;

•

Derren Newell, CFO;

•

Scott Melbourn, COO;

•

Kelly Roncin, Senior Vice-President, Operations; and

•

Joe Jackson, Senior Vice-President, Commercial Development.

BRAD THOMSON

President and Chief Executive Officer

Mr. Brad Thomson’s key responsibilities include the establishment and execution of the purpose, the values and the long term
objectives and vision of Source as well as the development and implementation of the strategic plan and corporate objectives of
the Company. In consultation with the Company’s management, he establishes appropriate annual and longer-term financial
objectives and is responsible for meeting these objectives. Mr. Thomson also works with the Compensation and Corporate
Governance Committee to ensure the Company has a robust succession plan in place for the executive team. Mr. Thomson
ensures close communication with the Board of Directors and its Committees and keeps the directors informed of the important
aspects of the status and development of the Company and facilitates the Board of Directors’ governance, composition, and
Committee structure. Mr. Thomson joined Source in 2012 and has over 30 years of experience in finance, business development
and operations in a variety of growth-oriented North American energy businesses.

DERREN NEWELL

Vice-President and Chief Financial Officer

Mr. Derren Newell’s key areas of responsibility are the execution of all aspects of Source’s finance, information technology and
human resources operations. Mr. Newell provides financial and business leadership and perspective to senior management and
to the Board of Directors. He promotes strong governance and financial control and oversees the adoption of appropriate policies
and procedures to ensure completeness and accuracy of financial statements, management discussion and analysis and regulatory
financial returns. Mr. Newell evaluates and optimizes the Company’s capital position and sources of funding within the
Company’s regulatory and rating agency framework to maintain the Company’s financial strength. Mr. Newell also actively
participates in the development of guidelines and practices relating to the human resources of the Company, including with
respect to employee engagement and well-being, as well as development and implementation of best practices with regard to
cyber security measures and controls designed to mitigate risks such as breakdown, invasion, virus, cyber-attack, cyber-fraud,
security breach, and destruction or interruption of the Company’s information technology systems by third parties or insiders.
Mr. Newell joined Source in 2013 and has over 20 years of finance and administration experience in Western Canadian energy
and oilfield services businesses.
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SCOTT MELBOURN

Chief Operating Officer

Mr. Scott Melbourn’s key areas of responsibility are the execution of all aspects of Source’s operations including sales,
production, terminals, logistics, field solutions, health, safety and environment, capital projects and corporate development. Mr.
Melbourn provides operation and business leadership to senior management, and business perspectives to the Board of Directors.
Mr. Melbourn drives operational excellence coupled with an industry-leading safety culture throughout Source’s diverse
operations. Mr. Melbourn promotes innovative thinking in all aspects of operations with a focus on providing leading solutions
to Source’s customers. Mr. Melbourn joined Source in 2011 and has over 20 years of operations, financial and business
development experience, primarily in the oilfield services industry.

KELLY RONCIN

Senior Vice-President, Operations

Mr. Kelly Roncin’s key areas of responsibility are the execution of Source’s operations including production, terminals, logistics,
field solutions, health, safety and environment, and capital projects. Mr. Roncin provides operation and business leadership to
senior management. Mr. Roncin drives operational excellence coupled with an industry-leading safety culture throughout
Source’s diverse operations with a focus on providing leading solutions to Source’s customers. Mr. Roncin joined Source in 2018
and has 20 years of international oil and gas experience. Mr. Roncin is a Professional Engineer (P.Eng) and has a Bachelor of
Engineering Degree in Chemical Engineering from the University of Saskatchewan.

JOE JACKSON

Senior Vice-President, Commercial Development

Mr. Joe Jackson’s key areas of responsibility were overseeing and administering the sales, marketing, and corporate development
functions of Source. Mr. Jackson resigned from Source in September 2019.

Compensation Governance
Compensation and Corporate Governance Committee
Consistent with best governance practices, our Compensation and Corporate Governance Committee is comprised of
three independent directors, Mr. MacBean (Chair), Mr. Hanlon, and Mr. McMahon, all of whom were selected by the
Board due to their knowledge about compensation, talent development, their focus on using good corporate
governance to create shareholder value, and dedication to accountability, responsibility and fairness.
The Compensation and Corporate Governance Committee has overall responsibility for the administration of our
executive compensation program. The Compensation and Corporate Governance Committee’s mandate has been
reproduced in Appendix J of the Information Circular.
Risks of Compensation Policies and Practices
The Company’s compensation program is designed to provide executive officers incentives for the achievement of
near-term and long-term objectives, without motivating them to take unnecessary risk. The Board provides regular
oversight of the Company’s risk management practices, and may delegate to the Compensation and Corporate
Governance Committee the responsibility to provide risk oversight of Source’s compensation policies and practices,
and to identify and mitigate compensation policies and practices that could encourage inappropriate or excessive risk
taking by members of Source’s management. As part of its review and discussion of executive compensation, the
Board noted the following factors that will discourage the Company’s executives from taking unnecessary or excessive
risk:
•

the Company’s approach to performance evaluation and compensation will provide greater rewards to
an officer achieving both short-term and long-term agreed-upon objectives;

•

executive officers and directors will be required to hold a minimum amount of Common Shares under
the Company’s share ownership guidelines;

- 79 -

•

Board discretion with respect to incentive awards and payouts in the event incentives are understated
or overstated due to extraordinary circumstances or conditions;

•

a commitment to periodic evaluation and testing by the Compensation and Corporate Governance
Committee of variable compensation plan metrics;

•

a balanced mix of equity incentive awards in the form of Options and RSUs and PSUs;

•

a formal hedging prohibition that limits the ability for executive officers to reduce their exposure to
increases or decreases in the Company’s share price;

•

a formal clawback policy specifying the recoupment of incentive compensation applicable to the
executive officers upon material financial restatements and misconduct; and

•

retention of a compensation consultant that is independent of the Company’s management and does not
provide advice to the Company’s management.

Based on this review, the Board believes that the Company’s total executive compensation program does not
encourage executive officers to take unnecessary or excessive risk.
Share Ownership Guidelines
The Company has adopted the following share ownership guidelines pursuant to which Source’s CEO, CFO, COO,
and any other employee specified by the Board, are required to hold, directly or indirectly, such number of Common
Shares, PSUs, or RSUs, as the case may be, with an aggregate value as follows:
Common Shares with an aggregate value as follows:
Participant
CEO
CFO
COO

Share Ownership Guidelines
3x base salary
1.5x base salary
1.5x base salary

Common Shares, PSUs, and RSUs are valued at the higher of: (a) value at the time of award or acquisition; and (b)
the current Market Price of the Common Shares. Each officer has five years from the later of the introduction of the
executive share ownership guidelines and the date of their appointment as an officer to achieve this minimum share
ownership requirement.
Executive Officer Share Ownership Table
Name
Brad Thomson
Derren Newell
Scott Melbourn
Joe Jackson(1)

Ownership Multiple of Annual Base
Salary
78.5x
3.6x
7.3x
-

Progress Towards Guidelines
100% compliant
100% compliant
100% compliant
-

Notes:
(1) Mr. Jackson resigned in September 2019.

Hedging Prohibition
The Company is of the view that its securities should be purchased by its directors, officers and employees for
investment purposes only. Pursuant to the Company’s disclosure, trading and confidentiality policy, transactions that
could be perceived as speculative or influenced by positive or negative perceptions of Source’s prospects, including
the use of puts, calls, collars, spread bets, contracts for difference and hedging transactions are not considered to be in
Source’s best interests and must be avoided. In particular, directors, officers and employees of Source are prohibited
from engaging in hedging activities of any kind respecting Source’s securities or related financial instruments
including, without limitation, selling a call or buying a put on the Company’s securities or purchasing the Company’s
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securities with the intention of reselling them within six months or selling the Company’s securities with the intention
of buying them within six months (other than the sale of Company securities shortly after they were acquired through
the exercise of securities granted under a share-based compensation arrangement). Notwithstanding the foregoing, the
above-mentioned restrictions will not be applicable to any of the Company’s securities held by a representative of the
Company that are in excess of the required ownership thresholds under the Company’s director share ownership
guidelines or the Company’s executive share ownership guidelines, as the case may be.
Clawback Policy
The Board adopted a clawback policy specifying the consequences with respect to incentive awards in the event of
gross negligence, fraud or willful misconduct resulting in a restatement of the Company’s financial statements. The
clawback policy provides that where there is a restatement of the financial results of Source for any reason other than
a restatement caused by a change in applicable accounting rules or interpretations, and, in connection with such
restatement an executive officer engaged in gross negligence, fraud or willful misconduct, the Board or the
Compensation and Corporate Governance Committee may: (a) require that the executive officer return or repay to
Source, or reimburse Source for, all or part of the after-tax portion of any excess compensation; and/or (b) cause all
or part of any awarded and unpaid or unexercised performance-based compensation (whether vested or unvested) that
constitutes excess compensation for an executive officer to be cancelled.
In determining whether to require any cancellation, repayment or reimbursement under the clawback policy, the Board
or the Compensation and Corporate Governance Committee shall have regard to, in its sole discretion and in light of
the circumstances, Source’s best interests. In making such determination, the Board may take into account any
considerations it deems appropriate, including, without limitation: (a) the applicable governing law including the
likelihood of success and the cost of pursuing recovery; (b) any prejudice to the interests of Source, including in any
related proceeding or investigation; and (c) the participation of the executive officer in the circumstances relating to
the financial restatement, including his or her involvement in any gross negligence, fraud or willful misconduct.
For purposes of the clawback policy, “excess compensation” means the difference between the amount or value of
any performance-based compensation actually paid or awarded to an executive officer subsequent to the effective date
of the policy and the amount or value that would have been paid or awarded as calculated or determined based on the
financial statements of Source as restated (and shall include an entire amount or value of an award or payment where
it is determined that no award or payment would have been made based on the financial statements of Source as
restated), and “performance-based compensation” includes all bonuses and other incentive compensation that is paid
or awarded to any executive officer, the award, amount, payment and/or vesting of which was calculated or determined
having regard to or based in whole or in part on the application of performance criteria or financial metrics measured
during the three years preceding the applicable restatement and includes incentive compensation awarded or paid in
any form, including cash or equity-based, whether vested or unvested.
Compensation Philosophy and Objectives
The Company’s approach to executive compensation is to “pay for performance”. Accordingly, base salary is
generally positioned near market median levels, while variable compensation opportunity (short and long-term
incentives) is structured to provide above-market total compensation for high levels of corporate and individual
performance.
Compensation elements are designed to balance the following compensation objectives:
•

total compensation realization will be aligned with the overall performance of the Company;

•

compensation programs will encourage a long-term view to shareholder value creation as a significant
portion of each executive’s variable pay will be equity-based and executives will be required to have a
significant personal financial interest in the Company; and

•

compensation programs will facilitate the attraction, retention and motivation of qualified, experienced
and talented executives who will, in turn, drive shareholder value creation.
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Compensation Consultant
In 2017 and 2018, Lane Caputo was engaged by the Compensation and Corporate Governance Committee to assist
with the development of a compensation program for the Company, as well as its NEOs and Directors, which was
completed in early 2019. With these elements in place, and a limited number of changes occurring in the energy
industry environment in 2019, the Compensation and Corporate Governance Committee determined it would
discontinue Source’s engagement with a compensation consultant to assist the Board with reviewing and determining
compensation for the NEOs and the Directors, to further contribute to the Company’s cost savings measures.

Director and Executive Compensation-Related Fees
All Other Fees

2019

2018

$4,029

$78,336
$12,600

Compensation Benchmarking
The Compensation and Corporate Governance Committee, as part of its annual compensation review process,
benchmarks the compensation levels and practices of companies that can be considered reasonably similar to the
Company. In selecting a peer group of companies and/or sectors to benchmark, the Compensation and Corporate
Governance Committee considers characteristics and variables such as:
•

Canadian-based, publicly-traded organizations operating in the oilfield services sector;

•

organizations of similar size and with a similar scope of operations; and

•

organizations from which future executives may reasonably be expected to be recruited from or to which
the Company could reasonably expect to otherwise be in competition with, for senior level talent.

The compensation benchmark information derived from such sources will not necessarily be directly acted upon by
the Compensation and Corporate Governance Committee, but may be one of a number of factors the Compensation
and Corporate Governance Committee considers from time to time in its review of executive compensation. In order
to assist the Compensation and Corporate Governance Committee with its compensation benchmarking, a peer group
of the following 9 energy services companies has been developed:
1. Badger Daylighting Ltd.
2. Black Diamond Group Ltd.
3. Calfrac Well Services Ltd.
4. CES Energy Solutions Corp.
5. Essential Energy Services Ltd.

6. Tervita Corp.
7. Trican Well Service Ltd.
8. Secure Energy Services Inc.
9. STEP Energy Services Ltd.

Compensation Components
The Company’s executive compensation program consists primarily of the following elements:
Base Salary
Form of
Compensation
Purpose
Determination

Cash
Forms a baseline level of compensation for role fulfillment commensurate with the experience, skills
and market demand for the executive role and/or incumbent.
Salaries are based on relevant marketplace information, experience, individual performance and level
of responsibility. Actual salary levels are set in relation to the Company’s compensation philosophy
and relative to the emphasis on other compensation program elements. The Company generally
intends to pay salaries near market median levels and increase salaries commensurate with the growth
and complexity of the Company and the position in question.
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Annual Performance Incentive
Form of
Compensation
Purpose
Determination

Cash
To recognize short-term (typically annual) efforts and milestone achievement that are aligned with
the long-term success of the Company.
In these early stages of the Company’s development, annual performance incentive payments will be
determined by the Compensation and Corporate Governance Committee based upon a discretionary
assessment of individual and corporate performance. Based on this discretionary assessment of
performance, incentive payments can range from 0% to 150% of base salary for the CEO, with the
target at 100%, and 0% to 120% of base salary for the remaining NEOs, with the target at 50% to
80%. For 2019, the Board used its discretion in determining annual performance incentive payouts.

LTIP
Form of
Compensation
Purpose
Determination

Cash or Common Shares (issued from treasury or purchased on the secondary market)
Designed to motivate executives and employees to create and grow sustainable shareholder total
return over successive three-year performance cycles, through the use of RSUs and PSUs.
RSUs vest ratably over three years and may be subject to other performance restrictions, subject to
the determination of the Compensation and Corporate Governance Committee. PSU awards are
limited to the executive and senior-managerial levels in the Company. These units will vest subject
to the achievement of various performance targets, including, but not limited to, relative “return on
capital employed” or “total shareholder return” targets and financial and/or operational performance
targets. RSU and PSU accounts are credited with additional units in accordance with the LTIP in the
event dividends on the Common Shares are paid by the Company. Previous grants of LTIP awards
are reviewed when new grants are awarded, but that is only one of many factors taken into
consideration when determining grants under the LTIP.

Compensation Methodology
The Compensation and Corporate Governance Committee annually reviews the base salary, annual performance
incentives and long-term equity incentives of executive officers and NEOs. The Compensation and Corporate
Governance Committee analyzes Source’s compensation packages alongside the peer group of comparable energy
services companies. Drawing on this analysis, the Compensation and Corporate Governance Committee then makes
recommendations to the Board. The Board reviews and evaluates the recommendations regarding base salaries, annual
bonuses and equity incentive compensation for executive officers and NEOs and decides on the appropriate
compensation package. In addition, the Board approves corporate goals and objectives for the executive officers’ and
NEOs’ compensation.
Determination of Compensation
In making compensation recommendations, the Compensation and Corporate Governance Committee reviews the
various elements of each executive officer and NEO’s compensation in the context of the total compensation package.
Based on this review, the Compensation and Corporate Governance Committee evaluates whether the intended
relationship between performance and compensation is being achieved or whether changes are required in order to
bring this relationship in line with Source’s compensation objectives. The Compensation and Corporate Governance
Committee and the Board exercise discretion based on the Company’s performance and the individual contributions
of each executive officer and NEO in determining actual compensation. In determining the total compensation payable
to the executive officers and NEOs for 2019, the Compensation and Corporate Governance Committee and the Board
considered a range of relevant factors, including but not limited to: Source’s financial results, the current economic
environment, the duties and responsibilities of each executive officer and NEO and their respective performance and
current compensation levels, previous share-based or option-based awards, as well as other factors discussed in this
CD&A.
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The primary factors that influences compensation decisions in 2019 included the following:
2019 Summary
2019 was a challenging year for the oilfield services industry in the WCSB as exploration & production companies
wrestled with lower commodity prices and significant investor pressure to keep capital spending within available
cashflows, resulting in significant spending decreases on both drilling and completion activities in the WCSB. Despite
this backdrop, some key achievements realized for the year ended December 31, 2019, were as follows:
• grew market share in the WCSB, with a 3% decline in sales into the WCSB in 2019, even though the industry
experienced a decline in completion activities of approximately 20%
• distributed total volumes through Source’s WCSB terminal network of 2,325,742 MT, as well as set a new
daily throughput record that saw Source deliver over 16,000 MT in a single day
• delivered 84% of sand volumes under contracts with customers that require reliable supply delivered at
increasingly higher daily volumes
• renewed supply contracts with three of our major customers
• advanced Source’s diversification strategy, recognizing in-year revenue and entering into contracts for the
2020 year for the transloading of pipe and magnetite
• realized Adjusted EBITDA(1) of $48,600,000
• realized gross margin of $37,600,000 and Adjusted Gross Margin(1) of $79,700,000
• realized a net loss of $90,000,000 or $(1.47) per share including non-cash pre-tax charges for impairments
and asset write-down of $71,100,000
Notes:
(1)
Adjusted EBITDA and Adjusted Gross Margin (including on a per MT basis) are not defined under IFRS, see “Non-IFRS Measures” below.

Pension, Benefits and Perquisites
The Compensation and Corporate Governance Committee annually reviews the benefits provided to the NEOs, which
are generally the same as those provided to other employees of the Company. The Company offers only limited
perquisites to the NEOs, and only where the Company believes such perquisites are market competitive and promote
the retention of the NEOs or promote the efficient performance of their duties. The Company does not believe that
perquisites and benefits should represent a significant portion of the compensation package for NEOs. In 2019, each
NEOs’ perquisites and benefits totaled less than $40,000, representing less than 5% of total compensation for the
NEOs.
Effective January 2019, Source introduced a group RRSP plan whereby all Canadian Source employees are eligible
to receive a maximum Company match (DSP) up to 5% of an employee’s base earnings or salary on contributions
made within the plan. The DSP portion cannot be accessed by the employee until their employment with Source has
ceased. There is also a 401k plan in place for US employees.
2019 Executive Compensation Details
Summary Compensation Table
The following table provides a summary of compensation information for the persons determined to be NEOs for the
financial years ending December 31, 2019, December 31, 2018, and December 31, 2017. All compensation values are
derived from compensation plans and programs that are described in detail in “Incentive Plan Awards”, being the only
compensation plans of Source in effect in which securities may be issued from treasury. Annual incentive plan
amounts for the executive officers and NEOs is lower than target, as the continuing downturn in activity levels did not
allow for meeting objectives in 2019. Therefore, on average NEOs received approximately 80% of target (average of
77% for current executive officers).
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Non-equity incentive
plan compensation ($)

Name and
Principal Position
Brad Thomson,
President and CEO(1)
Derren Newell, CFO

Scott Melbourn, COO

Kelly Roncin, Senior
VP, Operations(6)
Joe Jackson, Senior VP
of Commercial
Development(7)

Year

Salary
($)

Sharebased
Award
s
($)(2)

2019
2018
2017
2019
2018
2017
2019
2018
2017
2019
2018
2017
2019
2018
2017

450,000
450,000
480,137
280,000
280,000
269,348
310,000
301,923
269,348
224,231
185,231
269,881(5)
331,101
346,809

337,011
869,542
168,506
434,771
168,506
434,771
35,433
215,006
168,506
434,771
-

Optionbased
awards
($)(3)
3,220,891
1,610,447
1,610,447
1,610,447

Annual
Incentive
Plans

Longterm
Incentive
Plans

315,000
167,850
293,800
156,800
83,551
157,500
173,600
90,094
157,500
78,481
25,000
105,939
202,582

-

Pension
Value
($)

All
other
Compen
-sation
($)(4)

Total
Compensation
($)(5)

21,625
10,750
10,789
15,135(8)
19,555
-

10,806
7,270
96,189
10,393
7,270
16,177
10,466
7,270
16,177
10,037
7,498
10,390(8)
38,017
29,260

1,134,443
1,494,662
4,091,017
626,450
805,592
2,053,472
662,572
834,058
2,053,472
358,971
432,935
463,912
929,383
2,189,098

Notes:
(1)
Mr. Thomson receives no compensation in his capacity as a director.
(2)

Grant date fair value of the PSUs/RSUs is based on the five-day weighted average trading price of the Common Shares on March 14, 2019
of $1.14, and May 2, 2019 of $1.51 to value the 2019 grants and on May 2, 2018 of $5.43 to value the 2018 grants. The actual value on
vesting of such PSU/RSU awards may be greater or less than the indicated value.

(3)

Option-based awards were issued at the time of the closing of the IPO at an exercise price of $10.50 and were valued using a Black Scholes
model. In November 2019, Messrs. Thomson, Newell and Melbourn voluntarily surrendered their option-based awards to the Company. Mr.
Jackson’s option-based awards expired March 2020 as a result of his resignation in September 2019.

(4)

Reflects payments made by Source in 2019 to each of the NEOs for health and insurance benefits, and parking payments. The NEOs receive
minimal perquisites and other benefits. All prerequisites represent less than 5% of the value reported.

(5)

The aggregate compensation paid to the NEOs for the year ended December 31, 2019 was $3,246,348.

(6)

Mr. Roncin joined Source in 2018.

(7)

Mr. Jackson resigned from Source in September 2019.

(8)

By applying the yearly average exchange rate for Canadian dollars in terms of United States dollars of 1.3269.

Performance Graph and NEO Compensation
The following graph shows the total cumulative return on a $100 investment on April 13, 2017 in Common Shares
compared to the cumulative total return of the S&P/TSX Composite Index over the same period beginning on April
13, 2017, when the Common Shares were priced at $10.50 per Common Share in connection with the IPO and began
trading on the TSX the same day and ending on December 31, 2019.
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April 2017
Source Common Shares
S&P Composite Index

$100
$100

2017
$87
$104

2018

2019

$12
$92

$2
$110

To illustrate the pay for performance focus of the Company’s compensation programs and the emphasis of these
programs on long term shareholder value creation, the chart below (in combination with the performance graph above)
shows how NEO compensation responds to changes in the Company’s share price and hence, shareholder value
delivery.
Reported/Realizable Compensation
Reported Compensation is represented in the darker shaded areas
Realizable Compensation is represented in the lighter shaded areas

Notes:
(1)
Mr. Roncin joined Source in 2018.

Note when viewing the above chart that:
•

“Reported Compensation” for the NEOs represents the aggregate of the total compensation for the
NEOs as presented in the “Summary Compensation Table” and is represented in the darker shaded
areas;
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•

“Realizable Compensation”, by comparison, is the sum total of salary, short-term incentive paid and
the realizable value of PSUs/RSUs, and represents the compensation actually paid or payable to each
NEO and is represented in the lighter shaded areas; and

•

Given the strong focus on shareholder alignment via equity incentives for the NEOs, Realizable
Compensation as at December 31, 2019 is lower than reported in the “Summary Compensation Table”,
in line with the decrease in the value of the Common Shares since the IPO and in keeping with the
overall performance of the energy services sector.

Though Source is a leading oilfield logistics company, we were not immune to sentiment on the oil and gas services
sector in 2019. This is a difficult time for the Canadian oil and gas industry and concerns continue to exist about when
numerous issues facing the Canadian Energy Industry and Canadian Capital Markets will be resolved. The following
graph shows the total cumulative return on a $100 investment on April 13, 2017 in Common Shares compared to the
cumulative total return of Source’s principal Canadian competitors over the same period, ending on December 31,
2019. This graph is simply to offer our shareholders some perspective and is for information purposes to demonstrate
the effect of the challenging operational environment in which Source currently functions. Regardless of this backdrop,
Source remains focused on the long-term, utilizing our significant infrastructure footprint in Western Canada, our
solid base frac sand business, and upside opportunity with business diversification (using existing infrastructure).
Source Common Shares

April 2017

Canadian Competitors

2017

2018

2019

Incentive Plan Awards
Outstanding Share-Based Awards and Option-Based Awards
The following table sets forth information concerning all awards outstanding to the NEOs in 2019 as at December 31,
2019.
Option-Based Awards

Name
Brad Thomson
Derren Newell
Scott Melbourn
Kelly Roncin
Joe Jackson

Number of
Common
Shares
Underlying
Unexercised
Options
(#)(1)

Options
Exercise
Price ($)

Option
Expiration
Date

Value of
Unexercised inthe-money Options
($)

516,169

10.50

March 8, 2020

-
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Number of
Shares or
Units of
Shares
that have
not Vested
(#)
378,859
189,429
189,429
44,014
-

Share-Based Awards
Market or
Market or
Payout Value
Payout Value
of Vested
of ShareShare-Based
Based
Awards not
Awards that
Paid out or
have not
Distributed
Vested ($)(2)
($)
80,484
40,242
40,242
9,350
-

-

Notes:
(1)
In November 2019, Messrs. Thomson, Newell and Melbourn voluntarily surrendered their option-based awards to the Company. Mr.
Jackson’s option-based awards expired March 2020 as a result of his resignation in September 2019.
(2)

Value is based on the five-day weighted average trading price of the Common Shares on March 5, 2020, which was $0.21.

Incentive Plan Awards – Value Vested or Earned During the Year

Name

Option-based awards – value
vested during the year ($)

Share-based awards – value
vested during the year ($)(1)

-

40,267
20,134
20,134
22,596
20,134

Brad Thomson
Derren Newell
Scott Melbourn
Kelly Roncin
Joe Jackson

Non-equity incentive plan
compensation – value vested
during the year ($)
-

Notes:
(1)
Share-based awards granted in 2019 vest 1/3 per year, on March 14 and May 2.

Equity Compensation Plan Information as a December 31, 2019

Plan Category
Equity compensation
plans approved by
securityholders
Equity compensation
plans not approved by
securityholders
Total

(a)

(b)

Number (and percentage
of Common Shares
outstanding) of securities
to be issued upon exercise
of outstanding options,
warrants and rights

Weighted-average
exercise price of
outstanding options,
warrants and rights

(c)
Number (and percentage of
Common Shares outstanding) of
securities remaining available
for future issuance under equity
compensation plans (excluding
securities reflected in column in
(a))

Options 516,169 (.87%)
RSUs 459,103 (.77%)
PSUs 329,388 (.55%)
-

$10.50
-

4,671,156 (7.83%)

Options 516,169 (.87%)
RSUs 459,103 (.77%)
PSUs 329,388 (.55%)

$10.50
-

4,671,156 (7.83%)

-

Burn Rate

Total number of units granted in a fiscal year, divided by
the weighted average number of Common Shares
outstanding

Year

Option Plan(1)

2019
2018
2017

0%
0%
5.8%

Share Awards
2.0%
1.4%
0.3%

DSU Plan
0%
0%
0%

Notes:
(1)
In November 2019, Messrs. Thomson, Newell and Melbourn voluntarily surrendered their option-based awards to the Company. Mr.
Jackson’s option-based awards expired in March 2020 as a result of his resignation in September 2019.

The Options issued to date were granted in connection with the IPO and therefore vest 1/3 on grant date and 1/3 on
the anniversary of the grant over a two-year period. This grant was done in recognition of performance prior to the
IPO. Future grants may not follow this vesting profile or be done in such a manner.
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Compensation Plan Information
The Company has two compensation plans, being: (i) the LTIP; and (ii) the DSU Plan. The LTIP (providing for the
grant of RSUs and PSUs) is considered equity-based plans and the DSU Plan is a cash-settled plan.
The following is a summary of the Company’s compensation plans.
Long Term Incentive Plans
The LTIP provides for grants of RSUs and PSUs (RSUs and PSUs, as applicable, referred to as an “LTIP Unit”) to
Eligible Persons (defined under the LTIP to be designated officers, employees or consultants of the Company or any
of its affiliates). The purpose of the LTIP is to advance the interests of the Company by: (i) providing Eligible Persons
with additional incentives; (ii) encouraging stock ownership by such Eligible Persons; (iii) increasing the proprietary
interest of Eligible Persons in the success of the Company; (iv) promoting the growth and profitability of the Company;
(v) encouraging Eligible Persons to take into account long-term corporate performance; (vi) rewarding Eligible
Persons for sustained contributions to the Company and/or significant performance achievements of the Company;
and (vii) enhancing the Company’s ability to attract, retain and motivate Eligible Persons.
The maximum number of Common Shares reserved for issuance, in the aggregate, under the LTIP and all other
security-based compensation arrangements of the Company, is 10% of the aggregate number of outstanding Common
Shares from time to time (calculated on a non-diluted basis). In addition: (a) the maximum number of Common Shares
issuable to insiders and their associates at any time under all security-based compensation arrangements of the
Company shall not exceed 10% of the aggregate number of issued and outstanding Common Shares from time to time
(calculated on a non-diluted basis); and (b) the maximum number of Common Shares that may be issued to insiders
and their associates within any one year period under all security-based compensation arrangements of the Company
shall not exceed 10% of the aggregate number of issued and outstanding Common Shares from time to time (calculated
on a non-diluted basis) (collectively, the “Insider Participation Limit”).
The LTIP is administered by the Board which has authority to delegate the administration and operation of the LTIP
to a committee and to determine the terms and conditions of any grant of RSUs and PSUs.
Under the LTIP:
•

settlement of a vested LTIP Unit will entitle the holder to receive a Common Share, either issued from
treasury or purchased on the secondary market, or an amount of cash equal to the Market Value of a
Common Share on the vesting date;

•

all vested LTIP Units shall be settled within sixty (60) days of the vesting date, but in no event shall
any LTIP Unit be settled later than December 31 of the third calendar year following the year in which
the services giving rise to the award were rendered;

•

the vesting of RSUs and PSUs will be prescribed by the Board at the time of grant in the applicable
grant agreement;

•

if an LTIP Unit settlement date falls on, or within nine business days immediately following a period
in which the Company is in a black-out, then the settlement date will be automatically extended to the
tenth business day following the date the relevant black-out period or other trading restriction imposed
by the Company is lifted, terminated or removed;

•

except as otherwise provided by the LTIP, upon the occurrence of a change of control, all unvested
LTIP Units then outstanding will be substituted by or replaced with LTIP Units or similar awards of the
surviving corporation or the potential successor on the same terms and conditions as the original LTIP
Units (as adjusted for the change of control), and the vesting of RSUs and PSUs held by a holder who
ceases to be an Eligible Person under the LTIP within 12 months of a change of control, due to
termination without cause or resignation for good reason, will (in the Board’s discretion) be accelerated
in full; and
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•

unvested RSUs and PSUs held by a holder who: (i) retires, and in the Board’s discretion held by a holder
who ceases to be an eligible person under the LTIP due to disability, continue to vest and vested RSUs
and PSUs may be settled in accordance with the LTIP and the applicable grant agreement; (ii) ceases
to be an eligible person under the LTIP due to resignation or termination of employment without cause,
and otherwise in the case of a holder who ceases to be an eligible person under the LTIP due to
disability, immediately terminate and vested RSUs and PSUs may be settled on the earlier of the original
expiry date and 180 days; (iii) ceases to be an eligible person as a result of death, vest in respect of
unvested RSUs and PSUs in the year of death on a prorated basis (and all remaining unvested RSUs
and PSUs immediately terminate) and vested RSUs and PSUs may be settled on the earlier of the
original expiry date and 180 days; and (iv) ceases to be an eligible person due to termination of
employment for cause, terminate (along with vested RSUs and PSUs) on the last date the holder was
actually and actively employed with the Company.

The LTIP includes provisions regarding adjustments to the amounts payable pursuant to LTIP Units to preclude
dilution or enlargement of the benefits to participants in the event of any merger, amalgamation, arrangement, rights
offering, subdivision, consolidation or reclassification of the Common Shares or other relevant change in the
capitalization of the Company, or stock dividends or distributions (excluding dividends or distributions which may be
paid in cash or in Common Shares at the option of the holder), or the exchange of Common Shares for other securities
or property. Under the LTIP, RSUs and PSUs may not be transferred or assigned, other than by will or the laws of
descent and distribution.
In the event of any change in or exchange of the Common Shares issued and outstanding pursuant to the LTIP due to
any recapitalization or consolidation of shares, the Board may in its sole discretion, subject to the prior approval of
the TSX if required, make appropriate adjustments to (a) the number or kind of securities of the corporation (including
Common Shares) reserved for issuance under the LTIP and (b) the number and kind of securities (including Common
Shares) subject to unsettled LTIP Units granted prior to such adjustments.
Upon the implementation of the Share Consolidation, each then outstanding LTIP Unit will be adjusted as follows:
•

the number of unissued Common Shares that may be purchased through the exercise of an LTIP Unit
will be reduced on a 12-for-1 basis; and

•

the price for which one (1) Common Share may be purchased pursuant to the exercise of an LTIP Unit
will be multiplied by twelve.

Subject to the applicable rules of the TSX, the Board may from time to time, in its absolute discretion and without the
approval of the shareholders, make the following amendments to the LTIP or any LTIP Unit:
•

any amendment to the vesting provisions of the LTIP and any grant agreement;

•

any amendment to the LTIP, any grant agreement or any LTIP Unit as necessary to comply with
applicable law or the requirements of the TSX or any other regulatory body having authority over the
Company, the LTIP or the shareholders;

•

any amendment of a “housekeeping” nature, including, without limitation, to clarify the meaning of an
existing provision of the LTIP, correct or supplement any provision of the LTIP that is inconsistent with
any other provision of the LTIP, correct any grammatical or typographical errors or amend the
definitions in the LTIP regarding administration of the LTIP;

•

any amendment respecting the administration of the LTIP; and

•

any other amendment that does not require the approval of shareholders under the LTIP.

Under the LTIP shareholder approval is required for the following amendments to the LTIP:
•

any increase in the maximum number of Common Shares that may be issuable pursuant to LTIP Units
granted under the LTIP;
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•

any cancellation and reissue of LTIP Units, or substitution of LTIP Units with cash or other awards on
terms that are more favourable to the holders of LTIP Units, or extension of the expiry date of an LTIP
Unit (except as otherwise provided by the LTIP);

•

any amendment to the Insider Participation Limit;

•

an amendment to any of the amending provisions of the LTIP;

•

any change that would materially modify the eligibility requirements for participation in the LTIP,
including any amendment to the definition of Eligible Persons relating to the grant of LTIP Units to
non-employee directors of the Company; and

•

an amendment that would permit LTIP Units to be transferable or assignable.

The Board may suspend or terminate the LTIP at any time, or from time to time amend or revise the terms of the LTIP
or of any LTIP Unit granted under the LTIP and any grant agreement relating thereto, provided that except as otherwise
provided in the LTIP no such suspension, termination, amendment or revision will be made: (a) except in compliance
with applicable law and with the prior approval, if required, of the TSX or any other regulatory body having authority
over the Company, the LTIP or the shareholders; and (b) in the case of an amendment or revision to the LTIP or any
grant agreement, if it would materially adversely affect the rights of any participant, without the consent of the
participant.
Deferred Share Unit Plan
The DSU Plan allows for grants of DSUs to non-executive directors and other persons at the discretion of the Board
of Directors. The DSU Plan shares the same purpose as the LTIP (see “Long Term Incentive Plan”).
Under the DSU Plan, each non-executive director may elect, once each calendar year, to receive all or a portion of his
or her annual Board retainer fee compensation in DSUs, including any fees paid to such non-executive director for
attendance at meetings of the Board or Committees thereof. DSUs vest on the date the non-executive director ceases
to be a director and are paid out in cash only at such time. Dividend equivalents are earned at the same rate as cash
dividends paid on the Common Shares.
The DSU Plan is administered by the Board, which has authority to delegate the administration and operation of the
DSU Plan to a committee and to determine the terms and conditions of any grant of DSUs. Under the DSU Plan:
•

the number of DSUs granted at any particular time pursuant to the DSU Plan will be calculated by: (a)
in the case of an election to receive all or a portion of the director’s annual Board retainer in DSUs, by
dividing (i) the dollar amount of the elected amount by (ii) the Market Value of a Common Share on
the applicable award date; or (b) in the case of a grant of DSUs pursuant to the DSU Plan, by dividing
(i) the dollar amount of such grant by (ii) the Market Value of a Common Share on the date of grant;

•

DSUs shall be redeemed within five business days following the filing of a notice of redemption or
ninety days following a holder’s death, as applicable;

•

redemption of all full and fractional DSUs will entitle the holder to a lump sum cash payment, through
the Company’s regular payroll practices, equal to the number of DSUs (including fractional DSUs) to
be redeemed, multiplied by the Market Value per Common Share determined as at such redemption
date;

•

DSUs vest on the day the holder ceases to be a participant for any reason including as a result of
retirement, death, voluntary or involuntary termination, or disability unless otherwise determined by
the Board in accordance with the DSU Plan; and

•

except as otherwise provided by the DSU Plan, upon the occurrence of a change of control, all unvested
DSUs then outstanding will be substituted by or replaced with DSUs or similar awards of the surviving
corporation or the potential successor on the same terms and conditions as the original DSUs.
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The DSU Plan also contains provisions which effect appropriate adjustments in the amounts payable, as the case may
be, as determined as appropriate by the Board, to preclude a dilution or enlargement of the benefits under the DSU
Plan, in the event of any merger, amalgamation, arrangement, rights offering, subdivision, consolidation, or
reclassification of the Common Shares or other relevant change in the capitalization of the Company, or stock dividend
or distribution (excluding dividends or distributions which may be paid in cash or in Common Shares at the option of
the holder), or exchange of the Common Shares for other securities or property.
DSUs may not be transferred or assigned. The Board may suspend or terminate the DSU Plan at any time, or from
time to time amend or revise the terms of the DSU Plan or of any DSU granted under the DSU Plan and any grant
agreement relating thereto, provided that except as otherwise provided in the DSU Plan no such suspension,
termination, amendment or revision will be made: (a) except in compliance with applicable law and with the prior
approval, if required, of the TSX or any other regulatory body having authority over the Company, the DSU Plan or
the shareholders; and (b) in the case of an amendment or revision to the DSU Plan or any grant agreement, if it would
materially adversely affect the rights of any participant, without the consent of the participant.
Upon the implementation of the Share Consolidation, each then outstanding DSU will be adjusted such that the number
of Common Shares (or the cash equivalent) that a holder of a DSU will receive upon settlement of such DSU will be
reduced on a 12-for-1 basis.
Termination and Change of Control Benefits
Change of Control
Name

Criteria

Payment Obligation

Brad Thomson

• More than 50% of securities or
equivalent and an event of Good
Reason has occurred within 12 months
of the Change of Control

• An amount equal to two times the annual Base Salary amount
in lieu of notice
• An amount equal to two times the annual bonus at target for
the calendar year in which the termination occurs
• Accelerated vesting of RSUs and PSUs
• 10% of two times the annual Base Salary to compensate for the
loss of benefits

Derren Newell

• More than 50% of securities or
equivalent and an event of Good
Reason has occurred within 12 months
of the Change of Control

• An amount equal to two times the annual Base Salary amount
in lieu of notice
• An amount equal to two times the annual bonus at target for
the calendar year in which the termination occurs
• Accelerated vesting of RSUs and PSUs
• 10% of two times the annual Base Salary to compensate for the
loss of benefits

Scott Melbourn • More than 50% of securities or
equivalent and an event of Good
Reason has occurred within 12 months
of the Change of Control

• An amount equal to two times the annual Base Salary amount
in lieu of notice
• An amount equal to two times the annual bonus at target for
the calendar year in which the termination occurs
• Accelerated vesting of RSUs and PSUs
• 10% of two times the annual Base Salary to compensate for the
loss of benefits

• More than 50% of securities or
equivalent and an event of Good
Reason has occurred within 12 months
of the Change of Control

• An amount equal to 15 months of annual Base Salary in lieu of
notice
• An amount equal to the average of annual bonus payments for
the preceding 2 years
• Pro rata vesting of RSUs and PSUs to the end of the notice
period
• 10% of 15 months of annual Base Salary received in lieu to
compensate for the loss of benefits

Kelly Roncin

Joe Jackson(1)

N/A

N/A

Notes:
(1)
Mr. Jackson resigned in September 2019.
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Involuntary Termination
Name
With Cause

Without Cause

Brad Thomson

Nil

• An amount equal to two times the annual Base Salary amount in lieu of notice
• An amount equal to two times the annual bonus at target for the calendar year in
which the termination occurs
• 10% of two times the annual Base Salary to compensate for the loss of benefits

Derren Newell

Nil

• An amount equal to two times the annual Base Salary amount in lieu of notice
• An amount equal to two times the annual bonus at target for the calendar year in
which the termination occurs
• 10% of two times the annual Base Salary to compensate for the loss of benefits

Scott Melbourn

Nil

• An amount equal to two times the Base Salary amount in lieu of notice
• An amount equal to two times the annual bonus at target for the calendar year in
which the termination occurs
• 10% of two times the annual Base Salary to compensate for the loss of benefits

Kelly Roncin

Nil

• An amount equal to 15 months of annual Base Salary in lieu of notice
• An amount equal to the average of bonus payments for the preceding 2 years
• 10% of 15 months of annual Base Salary received in lieu to compensate for the loss
of benefits

Joe Jackson(1)

N/A

N/A

Notes:
(1)
Mr. Jackson resigned in September 2019.

All NEOs are subject to non-compete and non-solicit arrangements during the 24 months following their termination
date.
CORPORATE GOVERNANCE PRACTICES
The Company’s corporate governance practices are continually reviewed for current and future industry trends, issues
and best practices to ensure that effective compliance and loss prevention controls measures are implemented.
Board Effectiveness
The Board believes that given its size and structure, it is organized properly, functions effectively and is able to
facilitate independent judgment in carrying out its responsibilities, including those set forth in the mandate of the
Board. To enhance such independent judgement, while the Company’s independent directors may not hold regularly
scheduled meetings at which the non-independent directors and the Company’s management are not in attendance, at
the end of, or during, each Board meeting, the members of the Company’s management who are present at such
meeting, including Mr. Thomson, will leave the meeting in order that the independent directors can discuss any
necessary matters without the Company’s management and the non-independent directors being present.
Board Mandate
The Board is responsible to supervise the management of the business and affairs of the Company. The stewardship
of the Company involves the Board in strategic planning, risk identification, management and mitigation, senior
management determination and succession planning, communication planning and internal control integrity with the
objective of enhancing shareholder value.
The Mandate of the Board of Directors (reproduced in Appendix K of this Circular), which is reviewed at least
annually, sets out the responsibilities of the Board of Directors.
Board Assessments
The Compensation and Corporate Governance Committee is responsible for assessing the Board, its Committees and
the individual directors. The Compensation and Corporate Governance Committee, with the participation of the Chair

- 93 -

of the Board, may recommend changes to enhance Board performance based upon these communications and its
review and assessment of the composition of the Board and current industry and regulatory standards.
Board Diversity
Source is committed to diversity and inclusion at all levels of its workforce and the Board’s approach to the
identification and nomination of candidates for election to the Board is in keeping with that commitment. The Board
of Directors believes that a board made up of highly qualified individuals from diverse backgrounds who possess the
required expertise and enhance the Board and the overall management of the business and affairs of Source will foster
better corporate governance. Accordingly, the Compensation and Corporate Governance Committee will, when
identifying candidates to recommend for election or appointment to the Board:
•

consider only candidates who possess character, integrity, judgment, business experience, a record of
achievement and other skills and talents;

•

consider diversity criteria including gender, age, ethnicity and geographical background; and

•

consider whether each new nominee can devote sufficient time and resources to his or her duties as a
member of the Board.

Consideration of Gender in Director Nominations and Executive Appointments
There is presently one woman serving on the Board, representing 14% of the Board.
The Company, consistent with its commitment to diversity on the Board and in senior leadership positions, has adopted
a written Diversity Policy which includes the identification and nomination of diverse directors, but does not establish
specific targets regarding the representation of women on the Board or in senior leadership positions, including
executive officer. The Board and Source believe in finding the most qualified individuals available with the skills and
experience to provide strong stewardship, with gender being one of many factors taken into consideration when
evaluating individuals.
Source’s executive officer team consists of the CEO, CFO, COO, each having been with Source for at least 7 years.
While Source has no plans to expand the executive management team at this time, the level of representation of women
in executive officer positions when making executive officer appointments in the future would be a key consideration.
Source’s senior management team consists of five vice-president and one senior vice-president positions. There is
presently one woman serving as a vice-president at Source, representing 17% of the senior management team.
Currently, 17% of Source’s workforce are women: 26% in Canada; 11% in the United States. In 2019, Source created
and adopted a Diversity and Inclusion Policy to promote and encourage an inclusive and diverse workplace, in order
to:
•

improve the quality of decision-making through the consideration of diverse perspectives and ideas;

•

attract and retain the best employees;

•

increase innovation; and

•

reflect the diverse make-up of communities in which we operate.

The Diversity and Inclusion Policy serves to reinforce Source’s commitment to being an equal opportunity employer,
respecting an employee’s gender, age, colour, ethnicity, Indigenous origin or heritage, religion, disability, sexual
orientation, gender identity, marital status, veteran status, physical attributes, education, language, culture and any
other personal characteristics, in all aspects of employment including: selection, job assignment, compensation,
discipline, termination and access to benefits and training. Source believes that diversity and inclusion contributes to
a positive and efficient workforce, which benefits Source’s employees, clients and stakeholders. The Diversity and
Inclusion Policy will be monitored and reviewed annually to ensure that equality and diversity is continually promoted.
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Position Descriptions
The Board has approved written position descriptions or terms of reference for the Chairman of the Board and the
Chair of each of the Audit Committee, the Compensation and Corporate Governance Committee, the Health, Safety
and Environment Committee, and the Technical Committee. The Board has also developed a written position
description for the CEO.
Orientation and Continuing Education
The Compensation and Corporate Governance Committee is responsible for the orientation and continuing education
of the members of the Board. As new directors join the Board, they are provided with, among other things, corporate
policies, Board and Committee mandates, historical information about Source, information about Source’s operations,
performance, and its strategic plan and an outline of the general duties and responsibilities entailed in carrying out
their duties.
Source encourages directors to attend, enroll or participate in courses and/or seminars dealing with financial literacy,
corporate governance and related matters. Each director of Source has the responsibility for ensuring that he or she
maintains the skill and knowledge necessary to meet his or her obligations as a director.
For directors joining the Source Board, the Company’s management provides an orientation session that provides
information on Source’s assets, operations and commercial arrangements. The orientation session involves a number
of the Source management team and also provides directors with the opportunity to tour Source’s facilities in Canada
and the US.
Continuing education initiatives during 2019 included a comprehensive tour of Source’s facilities in Wisconsin.
Risk Management Oversight
Business Risks
Source employs risk management strategies and polices to ensure that any exposures to risk are in compliance with
Source’s business objectives and risk tolerance levels. The Board has the responsibility to identify, understand and
monitor the principal risks affecting the business in which the Company is engaged, to achieve a proper balance
between risks incurred and the potential return to shareholders, and to establish systems to monitor and manage those
risks with a view to the long-term viability of the Company. It is the responsibility of management to ensure that the
Board and its Committees are kept well informed of changing risks. The Board functions include annually evaluating
the Company’s risk management culture, overseeing the Company’s risk-taking activities and risk management
programs and establishing mitigation strategies. The Board is responsible for ensuring that the Company’s business
strategies and allocations of capital are in line with the Company’s risk appetite and tolerance and must ensure that
the Company has effective risk management programs and practices. The principle mechanisms through which the
Board reviews risks are through the execution of the duties of the Audit Committee, the Compensation and Corporate
Governance Committee, the Health, Safety and Environment Committee, and the Technical Committee to ensure that
risks are being properly measured, monitored and reported throughout the Company and through the strategic planning
process.
Ethical Business Conduct
Code of Business Conduct and Ethics
The Board encourages and promotes an overall culture of ethical business conduct by promoting compliance with
applicable laws, rules and regulations, providing guidance to Source’s management to help them recognize and deal
with ethical issues, promoting a culture of open communication, honesty and accountability and ensuring awareness
of disciplinary action for violations of ethical business conduct. In connection with its commitment to ensuring the
ethical operation of Source, the Board has adopted a code of business conduct and ethics, a copy of which is available
on our website at www.sourceenergyservices.com and under the Company’s profile at www.sedar.com. Any reports
of variance from the code of business conduct and ethics are to be reported to the Board.
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The Board monitors compliance with the code of business conduct and ethics through reports by the Company’s
management to the Board and requires that all directors, officers and designated employees provide an annual
certification of compliance with the code. A director who has a material interest in a matter before the Board or any
Committee on which he or she serves is required to disclose such interest as soon as the director becomes aware of it.
In situations where a director has a material interest in a matter to be considered by the Board or any Committee on
which he or she serves, such director may be required to absent himself or herself from the meeting while discussions
and voting with respect to the matter are taking place. Directors will also be required to comply with the relevant
provisions of the ABCA regarding conflicts of interest.
Whistleblower Policy
The integrity, transparency and accountability of the financial, administrative and management practices of Source is
critical. This information guides the decisions of the Board and is relied upon by stakeholders of Source. For these
reasons, it is critical for Source to maintain a workplace where concerns regarding questionable business practices can
be raised without fear of any discrimination, retaliation or harassment. Accordingly, the Board has adopted a
whistleblower policy which provides employees, clients and contractors with the ability to report, on a confidential
and anonymous basis, any violation within Source including (but not limited to), criminal conduct, falsification of
financial records or unethical conduct. The Board believes that providing a forum for employees, clients, contractors,
officers and directors to raise concerns about ethical conduct and treating all complaints with the appropriate level of
seriousness fosters a culture of ethical conduct. A copy of our whistleblower policy is available on our website,
www.sourceenergyservices.com.
Environment, Social, and Governance
A strong corporate governance framework is critical for executing on our strategy. This includes strong Board
leadership, thoughtful strategic deliberations and prudent management practices, including awareness of how
environmental and social risks may impact long-term value creation. It is important that Source’s Board of Directors
functions as a key strategic and governing body that challenges our leadership team to be better and more innovative.
Source is an uncompromising steward of the environment, our employees, and the communities in which we operate.
We believe in supporting and helping shape the communities where we live, work and play.
By recognizing the importance of forming strong relationships with the people within the communities near our
operations, we strive to uphold our founding People First corporate value across our organization. Whether it’s giving
back through economic opportunities or supporting local causes and organizations, we continually look to listen, learn
and engage – addressing concerns, ensuring safe operations, and becoming active participants. We support initiatives
that align with our corporate values, that support the charitable efforts of our employees, and are located near our
operations.
The Board has established the Health, Safety and Environment Committee to oversee the Company’s policies and
management systems and assess the Company’s performance regarding the protection of the health and safety of all
persons associated with the Company’s operations, the protection of the environment, the Company’s relationship
with communities that are impacted by the Company’s operations, as well as engagement with the Company’s
stakeholders.
Source believes that sound governance means taking actions to make communities safer, healthier and happier and
that health, safety and environment excellence is achieved through the commitment and dedication by everyone
involved, in order to create and maintain a vibrant safety culture. Source’s goals are simple: no harm to people, the
public, Company properties, or the environment. The Company supports and promotes this through the
implementation and communication of the Company’s health, safety, environmental and community engagement
programs, policies and procedures. These programs include health and safety management systems and detailed
emergency response plans.
A key consideration for our operations is the impact we have on the local environment in and around the communities
in which we operate. Land reclamation is an important ongoing activity we complete as part of operating our mines.
To minimize water use, we include technologically advanced equipment at our processing facilities including a closedloop water system. Source has established multiple monitoring well locations in adjacent lands to continually monitor
groundwater quantity and quality.
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ENVIRONMENT

Land Reclamation
Land reclamation is a key activity Source completes as part of our operations. In an effort to actively manage our
forested land, reclamation is conducted in stages that correlate with the different phases of the mining of the sand
formations. To help bolster the sustainability of these lands, Source has enrolled our Wisconsin properties with
the Department of Natural Resources Sustainable Growth Program, and has enrolled additional land with the
Department of Natural Resources Managed Forest Program (a landowner incentive program that encourages
sustainable forestry on woodland areas). This activity is consistent with Source’s 25-year Land Management Plan
which promotes a healthy and productive forest through timber harvesting, wildlife management, and responsible
water management. In 2019, Source reclaimed 38.2 acres of land back to a vegetative state and expects to reclaim
a further 40 acres in 2020. We are proud to have returned over 138 acres back to nature.
Sumner Facility
In 2019, our Sumner Facility saw the certification of 18 acres of reclaimed land with a further 20 acres expected
to be reclaimed in 2020.
Preston Facility
In 2019, our Preston Facility saw 12 acres receive certification with a further 12 acres expected to be reclaimed
in 2020.
Blair Facility
At our Blair Facility, 8.2 acres were reclaimed in 2019 with a further 8 acres expected to be reclaimed in 2020.
Responsible Water Management - Water Recycling
Our closed-loop water systems recycles production water back into use. This system ensures our wash plants
operate without discharging processed water into dry runs, wetlands or creeks. This allows us to re-use process
water, significantly minimizing the need for groundwater withdrawals.
In 2019, 45% of water used was recycled back into production.
In 2019, Source expanded our Wetland Hydrology Program to collect valuable baseline data in new mining areas
prior to development.
Source performs monthly measurements of produced and recycled water at all facilities to monitor and improve
its processes.
Climate Change
Source’s business operations are located, designed and operated to accommodate a range of climate conditions,
such as:
• strategically located terminals near key producing regions in the WCSB, with over 230,000 metric tonnes of
in-basin storage capacity;
• enclosed washing and storing plants;
• closed-loop water recycling systems; and
• complementary facilities to allow for year-round operation.
Carbon Footprint
In 2019, Source identified our internal source points of emissions and established our carbon footprint to measure
against future improvement initiatives. Source’s goal in 2020 is to establish strategies to lower its carbon intensity
and GHG emissions and to forecast and manage risks associated with the potential impacts of climate change on
the Company’s operations.
Wetland Hydrology Monitoring
Source voluntarily participates in this proactive program to ensure any of our mining operations situated near
wetlands do not negatively impact these habitats. Source has established multiple monitoring locations in
wetlands adjacent to our mining operations to continually collect groundwater elevations. To date, Source has not
observed any impacts and expects its future operations will not negatively impact wetland communities. If an
impact is observed and can be correlated to our mining operations, efforts will be implemented to mitigate and
offset such impact.
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SOCIAL

Culture
PEOPLE FIRST | INNOVATIVE | RESOURCEFUL | PASSIONATE |
PROFESSIONAL
All members of the Source team are innovators in their field and are passionate about what they do. Their
enthusiasm is infused throughout our culture - a culture encouraging technical innovation and differentiation.
Source is committed to providing a respectful workplace for our employees - one that is inclusive, that promotes
a healthy and positive environment where everyone is treated with dignity and respect, and one that is free from
discrimination and disrespectful behavior.
Community
Source actively supports the economic and social development of the communities near our operations, including
Indigenous groups.
In 2019, Source provided funding for charitable donations to over 30 organizations, causes and events. Some of
the organizations that Source funded include:
• the Aspire Special Needs Resource Centre in Red Deer, Alberta;
• the Grande Prairie Mall Wrap a Gift and Give a Gift Campaign in Grande Prairie, Alberta;
• the Lampman Family Centre in Lampman, Saskatchewan;
• the Rusk County Jr. Fair in Ladysmith, Wisconsin: and
• a 5-year partnership with the Wembley & District Agricultural Society to support the Wembley Arena and
Recreation Centre in Wembley, Alberta.
Diversity and Inclusion
In 2019, Source created and adopted an Indigenous Relations Policy. Source is committed to building and
maintaining constructive, mutually beneficial relationships with Indigenous people and communities.
In 2019, Source created and adopted a Diversity and Inclusion Policy. Source believes that diversity and inclusion
contributes to a positive and efficient workforce, which benefits Source’s employees, clients and stakeholders.
Safety
Source’s unrelenting dedication to continually improving safety excellence has lowered TRIF and LTIF rates.

Recognition
In 2019 Source introduced their employee recognition program to highlight outstanding contributions to HSE
performance.
Source also introduced its Pursuit of Excellence Program which that allows co-workers to give recognition to
each other for illustrating our core values:
•
•
•
•
•

PEOPLE FIRST
INNOVATIVE
RESOURCEFUL
PASSIONATE
PROFESSIONAL
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GOVERNANCE

Compliance
Source’s corporate governance practices are continually reviewed to ensure effective compliance and reflect
current industry trends and best practices.
Board Diversity
Source has adopted a Diversity Policy.
29% of Board members are diverse (1 woman, 1 ethnically diverse).
Oversight
Audit Committee
Assists with the financial management of the Company including oversight of the external auditor, Source’s
Whistleblower Policy and preparation of financial statements and disclosure of financial information.
Compensation and Corporate Governance Committee
Assesses and formulates, and makes recommendations to the Board in respect of corporate governance,
compensation issues related to Source’s officers and employees, compensation and other issues relating to the
Company’s directors.
Health, Safety and Environment Committee
Oversees Source’s policies and management systems on the protection of the biological and physical environment
and the health and safety of all employees and communities near our operations.
Technical Committee
Oversees the preparation of scientific or technical reports of the Company, including mineral reserves and
resources or other information.
Cybersecurity
Source’s approach to providing secure IT Infrastructure is one that focuses on data security, availability and
recoverability. Our IT Infrastructure is flexible and scalable to keep up with our changing business needs.
Cybersecurity is an ongoing endeavor to protect the confidentiality, integrity, and availability of Source’s assets.
In today’s world, networks are under constant threat and a multi-layered approach and monitoring is critical.
Source has moved to a next-generation, integrated solution that unifies prevention, detection and response in a
fundamentally new approach to endpoint protection, driven by machine learning and artificial intelligence.
Cybersecurity is not strictly an IT and operations issue - it goes far beyond the back office. Cybercriminals are
relentless in their pursuit and ever-changing tactics, so continued vigilance is a must. In today’s threat landscape,
information security has a number of distinctly human elements and as exploiting software and hardware
vulnerabilities grows more difficult, attackers are turning to people. Human nature is the vulnerability - people
remain the weakest link in the security chain. Source has implemented a cybersecurity training program consisting
of ongoing user training and testing to both build and reinforce our “human firewall”.

ADDITIONAL INFORMATION
Interest of Informed Persons in Material Transactions
Except as otherwise set out herein, there were no material interests, direct or indirect, of any informed person (as
defined in NI 51-102) of the Company, any proposed director of the Company or any associate or affiliate of any
informed person or proposed director of the Company, in any transaction since the commencement of Source’s most
recently completed financial year or in any proposed transaction which has materially affected or would materially
affect the Company.
Interest of Certain Persons or Companies in Matters to be Acted Upon
Management of Source is not aware of any material interest, direct or indirect, by way of beneficial ownership of
securities or otherwise, of any director or nominee for director, senior officer, or anyone who has been a director or
senior officer of Source at any time since our IPO, or of any associate or affiliate of any of the foregoing individuals,
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in any matter to be acted on at the Shareholders Meeting, other than the election of directors or the appointment of
auditors, except for as set forth in this Circular.
Other Business
Management of Source is not aware of any other business to come before the Shareholders Meeting other than as set
forth in the Shareholders Notice of Meeting. If any other business properly comes before the Shareholders Meeting,
it is the intention of the persons named in the form of proxy to vote the Common Shares represented thereby in
accordance with their discretion on such matter.
Management Contracts
No management functions of the Company are performed by a person or company other than the directors or executive
officers of the Company.
Access to Documents
Any document referred to in this Circular and described as being accessible on the SEDAR website at www.sedar.com
may be obtained free of charge from the Company at 500, 438 – 11th Avenue SE, Calgary, Alberta T2G 0Y4.
Additional information respecting the Company is available on the Company’s SEDAR profile at www.sedar.com.
Financial information respecting the Company is provided in the Company’s financial statements and MD&A for its
most recently completed financial year. Shareholders can access this information on the SEDAR website, on Source’s
website at www.sourceenergyservices.com or by request to Source Energy Services Ltd., 500, 438 – 11th Avenue
SE, Calgary, Alberta T2G 0Y4, attention: Chief Financial Officer.
Price Range and Trading Volume for the Common Shares
The following table shows the high and low sale prices of, and trading volumes for, the Common Shares as reported
on the TSX for the periods indicated:
2019

High ($)

Low ($)

Volume

September

0.67

0.475

982,851

October

0.61

0.31

608,432

November

0.35

0.135

2,417,225

December

0.25

0.17

675,300

January

0.40

0.19

861,090

February

0.29

0.19

248,024

March

0.25

0.095

800,344

April

0.125

0.10

3,245,051

May

0.12

0.05

6,500,880

June

0.25

0.055

28,599,242

July

0.13

0.08

3,973,508

0.105

0.08

4,060,795

0.09

0.07

3,858,397

2020

August
September
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Legal Proceedings
The Company is involved in various claims and litigation arising in the normal course of business. While the outcome
of these matters is uncertain and there can be no assurance that such matters will be resolved in the Company’s favor,
the Company does not currently believe that the outcome of adverse decisions in any pending or threatened proceeding
related to these and other matters or any amount which it may be required to pay by reason thereof would have a
material adverse impact on its financial position or results of operations.
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DIRECTORS’ APPROVAL
The contents of this Information Circular and its sending to the Noteholders and the Shareholders have been approved
by the Board.
Dated at Calgary, Alberta, this 30th day of October, 2020.
BY ORDER OF THE BOARD OF DIRECTORS OF
SOURCE ENERGY SERVICES LTD.
/s/

“Bradley J. Thomson”
Bradley J. Thomson
Chief Executive Officer and Director
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CONSENT OF NATIONAL BANK FINANCIAL INC.
We refer to the Information Circular relating to meetings of the Noteholders to consider, among other things, the
Recapitalization Transaction and the Arrangement under the Canada Business Corporations Act.
We hereby consent to the inclusion of a summary and the complete text of our opinions: (i) concerning the fairness of
the Recapitalization Transaction and the Arrangement, from a financial point of view, to the Company (the “Fairness
Opinion”); and (ii) issued pursuant to the Policy on Arrangements – Canada Business Corporations Act, section 192
of Innovation, Science and Economic Development Canada (the “CBCA Opinion” and, together with the Fairness
Opinion, the “Opinions”) in the Information Circular, and to the references therein to our firm name and to the
Opinions and to the filing of the Opinions with the Alberta Court of Queen’s Bench.
“National Bank Financial Inc.”
National Bank Financial Inc.
Toronto, Ontario
October 7, 2020
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APPENDIX A
PLAN OF ARRANGEMENT
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Court File No. 2001-13189
COURT OF QUEEN’S BENCH OF ALBERTA

IN THE MATTER OF AN APPLICATION UNDER SECTION 192 OF
THE CANADA BUSINESS CORPORATIONS ACT, R.S.C. 1985, c. C-44, AS
AMENDED

AND IN THE MATTER OF A PROPOSED ARRANGEMENT OF 12406365
CANADA INC., SOURCE ENERGY SERVICES LTD., SOURCE ENERGY
SERVICES CANADA LP AND SOURCE ENERGY SERVICES CANADA
HOLDINGS LTD.

PLAN OF ARRANGEMENT
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PLAN OF ARRANGEMENT
ARTICLE 1
INTERPRETATION
1.1

Definitions

In this Plan, unless otherwise stated:
“ABCA” means the Business Corporations Act, R.S.A. 2000, c. B-9, as amended;
“Administrative Agent” means Bank of Montreal, as administrative agent under the
Credit Agreement, and any successor thereof;
“Aggregate Number of New Common Shares” has the meaning given to such term in
Section 3.2(d);
“Amalgamated Holdings” has the meaning given to it in Section 4.4(f);
“Amalgamation” means the amalgamation of Source Holdings and Source Arrangeco
pursuant to Section 4.4(f);
“Amended Credit Facility” means the revolving credit facility to be made available on
the Effective Date to Source LP and governed pursuant to the Credit Agreement, as such
Credit Agreement shall be amended, restated and modified on or prior to the Effective
Date;
“Applicants” means, collectively, Source Arrangeco, SES, Source LP and Source
Holdings;
“Arrangement” means the arrangement under section 192 of the CBCA on the terms and
subject to the conditions set out in this Plan, subject to any amendments, modifications
and/or supplements thereto made in accordance with the Arrangement Agreement and
this Plan, or otherwise with the consent of the Applicants and the Majority Initial
Consenting Noteholders, each acting reasonably;
“Arrangement Agreement” means the arrangement agreement dated October 22, 2020,
among the Applicants, as it may be amended, modified and/or supplemented from time to
time;
“Articles of Arrangement” means the articles of arrangement of the Applicants in
respect of the Arrangement, in form and substance satisfactory to the Applicants and the
Majority Initial Consenting Noteholders, each acting reasonably, that are required to be
sent to the CBCA Director in order for the Arrangement to become effective on the
Effective Date;

“Bank Priority Collateral” shall have the meaning given to it in the Existing
Intercreditor Agreement or as may otherwise be agreed to by the parties to the New
Intercreditor Agreement;
“BDC Facility” means the term loan facility in the aggregate principal amount of
$20 million to be made available on the Effective Date to Source LP by Business
Development Bank of Canada and the other lenders party thereto;
“Business Day” means any day, other than a Saturday, Sunday or a statutory or civic
holiday, on which banks are generally open for business in Calgary, Alberta; Toronto,
Ontario; and New York, New York;
“Canadian Dollars” or “$” means the lawful currency of Canada;
“CBCA” means the Canada Business Corporations Act, R.S.C. 1985, c. C-44, as
amended;
“CBCA Director” means the Director appointed under section 260 of the CBCA;
“CBCA Proceedings” means the proceedings commenced by the Applicants under the
CBCA in connection with this Plan;
“CDS” means CDS Clearing and Depository Services Inc. and its successors and assigns;
“Certificate of Arrangement” means the certificate giving effect to the Arrangement, to
be issued by the CBCA Director pursuant to section 192(7) of the CBCA upon receipt of
the Articles of Arrangement in respect of the Applicants in accordance with section 262
of the CBCA;
“Circular” means the management information circular of SES dated November 2, 2020,
as it may be amended, modified and/or supplemented from time to time, subject to the
terms of the Interim Order or other Order of the Court;
“Claim” means any right or claim of any Person that may be asserted or made in whole
or in part against the applicable Persons, or any of them, in any capacity, whether or not
asserted or made, in connection with any indebtedness, liability or obligation of any kind
whatsoever, and any interest accrued thereon or costs payable in respect thereof, whether
at law or in equity, including by reason of the commission of a tort (intentional or
unintentional), by reason of any breach of contract or other agreement (oral or written),
by reason of any breach of duty (including, any legal, statutory, equitable or fiduciary
duty), by reason of any right of setoff, counterclaim or recoupment, or by reason of any
equity interest, right of ownership of or title to property or assets or right to a trust or
deemed trust (statutory, express, implied, resulting, constructive or otherwise), and
together with any security enforcement costs or legal costs associated with any such
claim, and whether or not any indebtedness, liability or obligation is reduced to judgment,
liquidated, unliquidated, fixed, contingent, matured, unmatured, disputed, undisputed,
legal, equitable, secured, unsecured, perfected, unperfected, present or future, known or
unknown, by guarantee, warranty, surety or otherwise, and whether or not any right or
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claim is executory or anticipatory in nature, including any claim made or asserted against
the applicable Persons, or any of them, through any successor, assignee, affiliate,
subsidiary, associated or related Person, or any right or ability of any Person to advance a
claim for an accounting, reconciliation, contribution, indemnity, restitution or otherwise
with respect to any matter, grievance, action (including any class action or proceeding
before an administrative or regulatory tribunal), cause or chose in action, whether
existing at present or commenced in the future;
“Common Shares” means common shares in the capital of SES;
“Consenting Noteholder” means a Noteholder who, on or prior to the Early Consent
Deadline, votes in favour of this Plan or otherwise supports this Plan, in each case in a
manner acceptable to the Applicants acting reasonably, and provided that in each case
such Noteholder holds its respective Consent Notes as at the Effective Date;
“Consenting Noteholder Pro Rata Share” means, in respect of a Consenting
Noteholder, (i) the total principal amount of Consent Notes held by that Consenting
Noteholder as at the Distribution Record Date, divided by (ii) the aggregate principal
amount of Notes held by all Noteholders as at the Distribution Record Date;
“Consent Notes” means, in respect of a Consenting Noteholder, the Notes held by such
Consenting Noteholder in respect of which votes have been validly cast in favour of this
Plan by the Early Consent Deadline pursuant to the Interim Order and in respect of which
such vote in favour of this Plan has not been changed or withdrawn;
“Court” means the Court of Queen’s Bench of Alberta;
“Credit Agreement” means the Fourth Amended and Restated Credit Agreement dated
June 19, 2019 among Source LP, as borrower, the Administrative Agent, and the
Lenders, as lenders, as amended, modified or supplemented from time to time;
“Distribution Record Date” means a date to be determined by the Applicants in
consultation with the Initial Consenting Noteholders for purposes of distributions under
this Plan;
“DSU Plan” means SES’ Long Term Incentive Plan (DSUs) dated March 14, 2018, as
amended, modified or supplemented from time to time;
“DSUs” means deferred share units issued pursuant to the DSU Plan;
“Early Consent Deadline” means 5:00 p.m. on November 18, 2020, or such later date as
the Applicants may determine, in consultation with the Initial Consenting Noteholders;
“Early Consent Notes Pool” means New Secured Notes in an aggregate principal
amount equal to all accrued and unpaid interest in respect of the Notes, calculated at the
rate of 10.5% per annum, for the period commencing on June 16, 2020 and ending on the
Effective Date;
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“Effective Date” means the date shown on the Certificate of Arrangement issued by the
CBCA Director and on which all conditions to implementation of this Plan as set forth in
Section 6.1 have been satisfied or waived pursuant to Section 6.2;
“Effective Time” means a time on the Effective Date as the Applicants and the Majority
Initial Consenting Noteholders may agree, each acting reasonably;
“Existing Intercreditor Agreement” means the Intercreditor Agreement dated as of
December 8, 2016 between the Notes Issuers, the Administrative Agent, the Notes
Trustee and the other parties thereto, as amended, modified or supplemented from time to
time;
“Existing Shares” means all Common Shares outstanding immediately prior to the
Effective Time.
“Final Order” means the Order of the Court approving the Arrangement under
section 192 of the CBCA, which shall include such terms as may be necessary or
appropriate to give effect to the Arrangement and this Plan, in form and substance
satisfactory to the Applicants and the Majority Initial Consenting Noteholders, each
acting reasonably;
“Governmental Entity” means any government, regulatory authority, governmental
department, agency, commission, bureau, official, minister, Crown corporation, court,
board, tribunal or dispute settlement panel or other law, rule or regulation-making
organization or entity: (i) having or purporting to have jurisdiction on behalf of any
nation, province, territory or state or any other geographic or political subdivision of any
of them; or (ii) exercising, or entitled or purporting to exercise any administrative,
executive, judicial, legislative, policy, regulatory or taxing authority or power;
“Incentive Plans” means, collectively, the DSU Plan, the PSU Plan and the RSU Plan;
“Initial Consenting Noteholder Advisors” means Bennett Jones LLP, in its capacity as
legal counsel to the Initial Consenting Noteholders, and FTI Consulting Canada Inc., in
its capacity as financial advisor to the Initial Consenting Noteholders;
“Initial Consenting Noteholders” means the Noteholders that executed the Noteholder
Support Agreement as of October 7, 2020;
“Interim Order” means the Order of the Court in respect of the Applicants granted on
October 26, 2020, which, among other things, approves the calling of, and the date for,
the Meetings, as such Order may be amended from time to time in a manner acceptable to
the Applicants and the Majority Initial Consenting Noteholders, each acting reasonably;
“Intermediary” means a broker, custodian, investment dealer, nominee, bank, trust
company or other intermediary;
“Law” means any law, statute, constitution, treaty, convention, code, injunction, order,
decree, consent decree, judgment, rule regulation, ordinance or other pronouncement
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having the effect of law whether in Canada, the United States or any other country, or any
domestic or foreign state, county, province, city or other political subdivision or of any
Governmental Entity;
“Lenders” means the lenders party to the Credit Agreement;
“Letter of Transmittal” means the letter of transmittal form delivered by SES to
registered Shareholders;
“Majority Initial Consenting Noteholders” means at least two Initial Consenting
Noteholders that hold in the aggregate more than 50% of the aggregate principal amount
of Notes held by all Initial Consenting Noteholders at the applicable time;
“Meetings” means, collectively, the Noteholders’ Meeting and the Shareholders’
Meeting;
“New Common Share Pool” means New Common Shares representing 62.5% of the
aggregate Common Shares on a fully diluted basis (including, for certainty, the New
Common Shares) issued and outstanding immediately following the implementation of
this Plan;
“New Common Shares” means newly-issued Common Shares issued on the Effective
Date pursuant to this Plan;
“New Directors” means such individuals to be appointed to the board of directors of SES
on the Effective Date as determined by the Company and the Majority Initial Consenting
Noteholders;
“New Intercreditor Agreement” means the intercreditor agreement to be entered into on
the Effective Date by the New Notes Issuers, the Administrative Agent, the New Notes
Trustee, the administrative agent under the BDC Facility, and the other parties thereto;
“New Secured Notes” means new first lien secured notes due 2025 to be issued by the
New Secured Notes Issuers on the Effective Date pursuant to the New Secured Notes
Indenture, with (i) a maturity date of March 15, 2025, (ii) quarterly interest payments on
February 15, May 15, August 15 and November 15 at an annual interest rate of 10.5% for
cash interest payments and 12.5% for interest paid-in-kind; (iii) the option for the New
Secured Notes Issuers to pay interest in kind through the issuance of New Secured Notes
in respect of any quarterly interest payment due on or before February 15, 2022,
(iv) provisions providing for the repayment of the New Secured Notes from excess cash
flow, (v) a first-ranking security interest in all Note Priority Collateral and a security
interest in all Bank Priority Collateral ranking immediately subordinate to all obligations
under the Amended Credit Facility and the BDC Facility, subject to the terms of the New
Intercreditor Agreement, and (vi) such other terms and conditions as agreed to by the
Applicants and the Majority Initial Consenting Noteholders, each acting reasonably;
“New Secured Notes Indenture” means the indenture to be entered into on the Effective
Date by the New Secured Notes Issuers and the New Secured Notes Trustee on the terms
5

substantially as described in the Circular or as may otherwise be agreed by the Applicants
and the Majority Initial Consenting Noteholders, each acting reasonably, pursuant to
which the New Secured Notes will be issued;
“New Secured Notes Issuers” means Source LP and Source Holdings;
“New Secured Notes Pool” means New Secured Notes in an aggregate principal amount
equal to $133,279,775;
“New Secured Notes Trustee” means Computershare Trust Company of Canada in its
capacity as trustee under the New Secured Notes Indenture, or such other entity or
entities as agreed to by the Applicants and the Majority Initial Consenting Noteholders,
each acting reasonably;
“Note Priority Collateral” shall have the meaning given to it in the Existing
Intercreditor Agreement or as may otherwise be agreed to by the parties to the New
Intercreditor Agreement;
“Noteholder Claims” means all outstanding liabilities, duties and obligations, including
without limitation principal and interest, any make whole, any prepayment, redemption or
similar premiums, reimbursement obligations, fees, penalties, damages, guarantees,
indemnities, costs, expenses or otherwise, and any other liabilities, duties or obligations,
whether direct or indirect, absolute or contingent, known or unknown, due or to become
due, or now existing or hereafter incurred, which may arise under, out of, or in
connection with, the Notes Documents, owing by any Person (whether as issuer,
guarantor or otherwise) as at the Effective Date;
“Noteholder Pro Rata Share” means, in respect of a Noteholder, (i) the total principal
amount of Notes held by that Noteholder as at the Distribution Record Date, divided by
(ii) the aggregate principal amount of Notes held by all Noteholders as at the Distribution
Record Date;
“Noteholder Support Agreement” means the support agreement (including all
schedules attached thereto) among SES, Source LP, Source Holdings and the Noteholders
party thereto dated October 7, 2020, as it may be amended, modified and/or
supplemented from time to time;
“Noteholders” means holders of the Notes;
“Noteholders’ Arrangement Resolution” means the resolution of the Noteholders
relating to the Arrangement to be considered at the Noteholders’ Meeting, substantially in
the form attached to the Circular;
“Noteholders’ Meeting” means the meeting of the Noteholders as of the Record Date
called and held pursuant to the Interim Order for the purpose of considering and voting
on the Noteholders’ Arrangement Resolution and to consider such other matters as may
properly come before such meeting and includes any adjournment(s) or postponement(s)
of such meeting;
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“Notes” means the 10.5% senior secured first lien notes due 2021 issued by the Notes
Issuers pursuant to the Notes Indenture;
“Notes Documents” means (i) the Notes Indenture, (ii) the Notes, (iii) each Notes
Guarantee, (iv) the Collateral Agency Agreement dated December 8, 2016, (v) each
security agreement and mortgage securing obligations under, or in respect of, any of the
foregoing, and (vi) all other documentation related to the foregoing;
“Notes Guarantee” has the meaning given to such term in the Notes Indenture;
“Notes Indenture” means the indenture dated as of December 8, 2016 among the Notes
Issuers, as issuers, and the Notes Trustee, pursuant to which the Notes are governed, as
amended, modified or supplemented from time to time;
“Notes Issuers” means, collectively, Source LP and Source Holdings;
“Notes Trustee” means Computershare Trust Company of Canada, in its capacity as
trustee under the Notes Indenture, and any successor thereof;
“Order” means any order entered by the Court in the CBCA Proceedings;
“Person” means any individual, corporation, body corporate, partnership, limited liability
company, organization, trustee, executor, administrator, trust, unincorporated association,
Governmental Entity, agency, instrumentality or political subdivision of a Governmental
Entity, or any other entity or body;
“Plan” means this plan of arrangement and any amendments, modifications and/or
supplements hereto made in accordance with the terms hereof;
“Proxy, Information and Exchange Agent” means Kingsdale Advisors;
“PSU Plan” means SES’ Long Term Incentive Plan (RSUs and PSUs) dated March 14,
2018, as amended, modified or supplemented from time to time;
“PSUs” means all performance share units issued pursuant to the PSU Plan;
“Record Date” means 5:00 p.m. on October 29, 2020;
“Released Claims” means, collectively, the matters that are subject to release and
discharge pursuant to Section 5.1;
“Released Parties” means, collectively, (i) the Applicants, (ii) each affiliate or subsidiary
of an Applicant, (iii) the Consenting Noteholders, (iv) the Shareholders, (v) the Proxy,
Information and Exchange Agent, and (vi) each of the foregoing Persons’ respective
current and former officers, directors, principals, members, affiliates, limited partners,
general partners, managed accounts or funds, fund advisors, employees, financial and
other advisors, legal counsel and agents, each in their capacity as such;
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“RSU Plan” means SES’ Long Term Incentive Plan (RSUs and PSUs) dated March 14,
2018, as amended, modified or supplemented from time to time;
“RSUs” means restricted share units issued pursuant to the RSU Plan;
“SES” means Source Energy Services Ltd.;
“Share Consolidation” has the meaning given to such term in Section 4.3;
“Shareholders” means holders of Common Shares;
“Shareholders’ Arrangement Resolution” means the resolution of the Shareholders
relating to the Arrangement to be considered at the Shareholders’ Meeting, substantially
in the form attached to the Circular;
“Shareholders’ Meeting” means the meeting of the Shareholders as of the Record Date
called and held pursuant to the Interim Order for the purpose of considering and voting
on the Shareholders’ Arrangement Resolution and to consider such other matters as may
properly come before such meeting and includes any adjournment(s) or postponement(s)
of such meeting;
“Source Arrangeco” means 12406365 Canada Inc.;
“Source Holdings” means Source Energy Services Canada Holdings Ltd.;
“Source Holdings Percentage” has the meaning given to such term in Section
4.4(a)(ii)(A);
“Source LP” means Source Energy Services Canada LP;
“Source LP Percentage” has the meaning given to such term in Section 4.4(a)(ii)(A);
and
“Transfer Agent” means Computershare Trust Company of Canada.
1.2

Certain Rules of Interpretation

For the purposes of this Plan:
(a)

Unless otherwise expressly provided herein, any reference in this Plan to an
instrument, agreement or an Order or an existing document or exhibit filed or to
be filed means such instrument, agreement, Order, document or exhibit as it may
have been or may be amended, modified, restated or supplemented in accordance
with its terms;

(b)

The division of this Plan into articles and sections is for convenience of reference
only and does not affect the construction or interpretation of this Plan, nor are the
descriptive headings of articles and sections intended as complete or accurate
descriptions of the content thereof;
8

1.3

(c)

The use of words in the singular or plural, or with a particular gender, including a
definition, shall not limit the scope or exclude the application of any provision of
this Plan to such Person (or Persons) or circumstances as the context otherwise
permits;

(d)

The words “includes” and “including” and similar terms of inclusion shall not,
unless expressly modified by the words “only” or “solely”, be construed as terms
of limitation, but rather shall mean “includes but is not limited to” and “including
but not limited to”, so that references to included matters shall be regarded as
illustrative without being either characterizing or exhaustive;

(e)

Unless otherwise specified, time periods within or following which any payment
is to be made or act is to be done shall be calculated by excluding the day on
which the period commences and including the day on which the period ends;

(f)

Unless otherwise provided, any reference to a statute or other enactment of
parliament, a legislature or other Governmental Entity includes all regulations
made thereunder, all amendments to or re-enactments of such statute or
regulations in force from time to time, and, if applicable, any statute or regulation
that supplements or supersedes such statute or regulation;

(g)

References to a specific Recital, Article or Section shall, unless something in the
subject matter or context is inconsistent therewith, be construed as references to
that specific Recital, Article or Section of this Plan, whereas the terms “this Plan”,
“hereof”, “herein”, “hereto”, “hereunder” and similar expressions shall be deemed
to refer generally to this Plan and not to any particular Recital, Article, Section or
other portion of this Plan and include any documents supplemental hereto; and

(h)

The word “or” is not exclusive.

Governing Law

This Plan shall be governed by and construed in accordance with the laws of Alberta and the
federal laws of Canada applicable therein. All questions as to the interpretation or application of
this Plan and all proceedings taken in connection with this Plan and its provisions shall be
subject to the exclusive jurisdiction of the Court.
1.4

Currency

Unless otherwise stated, all references in this Plan to sums of money are expressed in, and all
payments provided for herein shall be made in, Canadian Dollars.
1.5

Date for Any Action

If the date on which any action is required to be taken hereunder by a Person is not a Business
Day, such action shall be required to be taken on the next succeeding day that is a Business Day.
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1.6

Time

Time shall be of the essence in this Plan. Unless otherwise specified, all references to time
expressed in this Plan and in any document issued in connection with this Plan mean local time
in Calgary, Alberta, Canada, and any reference to an event occurring on a Business Day shall
mean prior to 5:00 p.m. on such Business Day.
ARTICLE 2
TREATMENT OF AFFECTED PARTIES
2.1

Treatment of Noteholders
(a)

On the Effective Date, and in accordance with the times, steps and in the sequence
set forth in Section 4.4, each Noteholder shall receive:
(i)

its Noteholder Pro Rata Share of the New Secured Notes Pool;

(ii)

its Noteholder Pro Rata Share of the New Common Share Pool; and

(iii)

if such Noteholder is a Consenting Noteholder, its Consenting Noteholder
Pro Rata Share of the Early Consent Notes Pool,

all of which shall, and shall be deemed to, be received in full and final settlement
of its Notes and its Noteholder Claims.
(b)

On the Effective Date, the Noteholder Claims shall, and shall be deemed to, have
been irrevocably and finally extinguished, discharged and released; each
Noteholder shall have no further right, title or interest in or to the Notes or its
Noteholder Claim; the Notes, the Notes Indenture and any and all other Notes
Documents shall be cancelled and terminated pursuant to this Plan; and the
Applicants or their counsel shall be authorized and permitted to file discharges
and full terminations of all lien filings (whether pursuant to personal property
security legislation or otherwise) relating to the Notes Documents in any
jurisdiction without any further action or consent required.

(c)

The reasonable and documented outstanding fees, expenses and disbursements of
the Notes Trustee shall be paid in full in cash by the Applicants pursuant to the
Notes Indenture.

(d)

The reasonable and documented outstanding fees and expenses of the Initial
Consenting Noteholder Advisors shall be paid in full in cash by the Applicants
pursuant to the Noteholder Support Agreement.

(e)

All references to the principal amount of the Notes or the Noteholder Claims
contained in this Plan shall refer to the principal amount of such Notes or the
Noteholder Claims, as applicable, excluding any make-whole premiums,
prepayment premiums, redemption premiums or other similar premiums.
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2.2

Treatment of Shareholders

Each Shareholder shall retain its Existing Shares, subject to the Share Consolidation in
accordance with Section 4.3 of this Plan and the treatment of fractional interests in accordance
with Section 4.2 of this Plan, such that the Common Shares owned by the Shareholders
immediately following implementation of this Plan shall represent that percentage of the
aggregate Common Shares determined as (i) the total number of Existing Shares, divided by
(ii) the sum of (A) the total number of Existing Shares, plus (B) the total number of New
Common Shares issued on the Effective Date.
2.3

Unaffected Parties
(a)

This Plan and the Arrangement Agreement shall not, and shall not be deemed to,
affect the Lenders or the Administrative Agent or any of the obligations of the
Applicants under or in respect of the Credit Agreement.

(b)

Subject to Section 6.1(d), this Plan and the Arrangement Agreement shall not, and
shall not be deemed to, affect the Incentive Plans and the underlying DSUs, PSUs
and RSUs issued pursuant to such Incentive Plans.
ARTICLE 3
ISSUANCES, DISTRIBUTIONS AND PAYMENTS

3.1

Delivery of New Secured Notes
(a)

On the Effective Date, SES shall deliver a written direction to the New Secured
Notes Trustee directing the New Secured Notes Trustee to issue all of the New
Secured Notes to be issued and distributed under this Plan.

(b)

The delivery of the New Secured Notes issued by the New Secured Notes Issuers
pursuant to this Plan shall be made by way of (i) issuance on the Effective Date of
one or more global notes in the name of CDS (or its nominee) in respect of the
New Secured Notes to be issued to the Noteholders that are entitled to receive
New Secured Notes pursuant to this Plan and who are able to receive the New
Secured Notes through CDS as of the Distribution Record Date, and (ii) if
applicable, delivery on the Effective Date, or as soon as practicable thereafter, of
New Secured Notes in certificated form or in book form (as determined by the
Applicants in consultation with the New Secured Notes Trustee) to any
Noteholder that is entitled to receive New Secured Notes under this Plan, has
withdrawn its Notes from CDS, and holds such Notes in registered form, pursuant
to the registration and delivery instructions provided by each such Noteholder.

(c)

Any Noteholder that has withdrawn its Notes from CDS and holds such Notes in
registered form shall be required to provide registration details for the issuance
and delivery of its New Secured Notes in certificated form or book form to the
Proxy, Information and Exchange Agent by the Early Consent Date (or such later
date as agreed to by the Applicants, acting reasonably). If a Noteholder that is to
receive its New Secured Notes in certificated form or book form pursuant to
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Section 3.1(b) has not provided the required registration details to the Proxy,
Information and Exchange Agent by the Early Consent Date (or such later date as
agreed to by the Applicants, acting reasonably), such Noteholder’s New Secured
Notes shall be issued to the Proxy, Information and Exchange Agent in the form
of a separate note certificate (or such other form as agreed to with the New
Secured Notes Trustee) to the Proxy, Information and Exchange Agent for the
benefit of the Noteholder until such time as the Noteholder provides the required
registration details.
3.2

Delivery of New Common Shares
(a)

On the Effective Date, all New Common Shares issued in connection with this
Plan shall be deemed to be duly authorized, validly issued, fully paid and nonassessable.

(b)

On the Effective Date, SES shall deliver a treasury direction to the Transfer Agent
that directs the Transfer Agent to issue all of the New Common Shares to be
issued and distributed under this Plan and direct the Transfer Agent to use its
commercially reasonable efforts to cause the New Common Shares under this
Plan to be distributed by no later than the second Business Day following the
Effective Date (or such other date as the Applicants and the Majority Initial
Consenting Noteholders may agree, each acting reasonably).

(c)

The delivery of New Common Shares issued pursuant to this Plan shall be made
(i) in respect of Noteholders that are entitled to receive New Common Shares
under this Plan and who are able to receive New Common Shares though CDS as
of the Distribution Date, through the facilities of CDS to Intermediaries who, in
turn, will make delivery of the New Common Shares to the ultimate beneficial
recipients thereof pursuant to standing instructions and customary practices of
CDS, or (ii) in respect of any Noteholder that is entitled to receive New Common
Shares under this Plan, has withdrawn its Notes from CDS, and holds such Notes
in registered form, by providing either (A) Direct Registration System advices or
confirmations or (B) certificated shares, as elected by such holder in consultation
with SES, in the name of the applicable recipient thereof (or its Intermediary) and
registered electronically in SES’ records, which will be maintained by the
Transfer Agent.

(d)

The aggregate number of New Common Shares to be issued pursuant to this Plan
(the “Aggregate Number of New Common Shares”) shall equal 8,465,678,
based on there being 60,952,885 Existing Shares issued and outstanding
immediately prior to the Effective Time that shall, pursuant to the Share
Consolidation, be consolidated on a 12 for 1 basis into 5,079,407 Common
Shares, subject to Section 4.2(a); provided that the Aggregate Number of New
Common Shares shall equal 62.5% of the Common Shares on a fully diluted basis
(including, for certainty, the New Common Shares) issued and outstanding
immediately prior to the Effective Time. If the number of Existing Shares
outstanding immediately prior to the Effective Time is not 60,952,885, then the
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Aggregate Number of New Common Shares shall be amended proportionately by
SES, with the consent of the Majority Initial Consenting Noteholders, each acting
reasonably, to reflect the aggregate number of Existing Shares actually issued and
outstanding immediately prior to the Effective Time.
3.3

Delivery of Post-Share Consolidation Common Shares

After the Effective Date and following delivery to the Transfer Agent of a duly completed and
executed Letter of Transmittal and such additional documents and instruments as the Transfer
Agent may require, each registered Shareholder shall be entitled to receive in exchange therefor,
and the Transfer Agent shall deliver to such Shareholder, Direct Registration Statement advices
evidencing the post-Share Consolidation Common Shares, or certificated post-Share
Consolidation Common Shares, to which the Shareholder’s Existing Shares are and are deemed
to be consolidated pursuant to this Plan.
3.4

3.5

No Liability in respect of Deliveries
(a)

None of the Applicants, nor their respective directors or officers, shall have any
liability or obligation in respect of any deliveries, directly or indirectly, from, as
applicable, (i) the Notes Trustee, (ii) the New Secured Notes Trustee, (iii) CDS,
or (iv) the Intermediaries, in each case to the ultimate beneficial recipients of any
consideration payable or deliverable by the Applicants pursuant to this Plan.

(b)

The Notes Trustee shall not incur, and is hereby released from, any liability as a
result of carrying out any provisions of this Plan and any actions related or
incidental thereto, save and except for any gross negligence or wilful misconduct
on its part (as determined by a final, non-appealable judgment of the Court). On
the Effective Date after the completion of the transactions set forth in Section 4.4,
all duties and responsibilities of the Notes Trustee arising under or related to the
Notes shall be discharged except to the extent required in order to effectuate this
Plan.

Surrender and Cancellation of Notes

On the Effective Date, CDS (or its nominee) (as registered holder of the Notes on behalf of the
Noteholders) and each other Person who holds Notes in registered form on the Effective Date
shall surrender, or cause the surrender of, the certificate(s) representing the Notes to the Notes
Trustee for cancellation in exchange for the consideration payable to Noteholders pursuant to
Section 2.1.
3.6

Application of Plan Distributions

All amounts paid or payable hereunder on account of the Noteholder Claims (including, for
greater certainty, any securities received hereunder) shall be applied as follows: (i) first, in
respect of the principal amount of the Notes to which such Noteholder Claims relate, and
(ii) second, in respect of the accrued but unpaid interest on the Notes to which such Noteholder
Claims relate.
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3.7

Withholding Rights

The Applicants shall be entitled to deduct and withhold from any consideration or other amount
deliverable or otherwise payable to any Person hereunder such amounts as the Applicants may be
required or permitted to deduct or withhold with respect to such payment under the Income Tax
Act (Canada), or any provision of any applicable federal, provincial, state, local or foreign tax
law or treaty, in each case, as amended. To the extent that amounts are so deducted or withheld,
such deducted or withheld amounts shall be treated for all purposes hereof as having been paid to
the relevant Person in respect of which such deduction and withholding was made, provided that
such deducted or withheld amounts are actually remitted to the appropriate Governmental Entity.
ARTICLE 4
IMPLEMENTATION
4.1

Corporate Authorizations

The adoption, execution, delivery, implementation and consummation of all matters
contemplated under this Plan involving corporate action of any of the Applicants will occur and
be effective as of the Effective Date (or such other date as may be expressly set forth in this Plan
or as the Applicants and the Majority Initial Consenting Noteholders may agree, each acting
reasonably), and will be authorized and approved under this Plan and by the Court, where
appropriate, as part of the Final Order, in all respects and for all purposes without any
requirement of further action by shareholders, directors or officers of the Applicants. All
necessary approvals to take actions shall be deemed to have been obtained from the directors or
the shareholders of the Applicants, as applicable.
4.2

Fractional Interests
(a)

No fractional Common Shares shall be issued under this Plan, including any
fractional interests created as a result of the Share Consolidation, and fractional
share interests shall not entitle the owner thereof to vote or to any other rights of a
holder of Common Shares. Any legal, equitable, contractual or any other rights or
claims (whether actual or contingent, and whether or not previously asserted) of
any Person with respect to fractional Common Shares pursuant to this Plan shall
be rounded down to the nearest whole number of Common Shares without
compensation therefor.

(b)

The New Secured Notes issued pursuant to this Plan shall each be issued in
minimum increments of $1.00, and the amount of New Secured Notes that each
Noteholder shall be entitled to under this Plan shall in each case be rounded down
to the nearest multiple of $1.00 without compensation therefor.

(c)

All payments made in cash pursuant to this Plan shall be made in minimum
increments of $0.01, and the amount of any payments to which a Person may be
entitled to under this Plan shall be rounded down to the nearest multiple of $0.01.
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4.3

Share Consolidation

Immediately prior to the Effective Time, SES shall file articles of amendment pursuant to
sections 173(1)(f) and 176(1)(c) of the ABCA giving effect to a consolidation of the Existing
Shares (the “Share Consolidation”) on the basis of one post-consolidation Common Share for
every 12 pre-consolidation Common Shares, with any fractional interests in the consolidated
Common Shares cancelled without payment of any consideration therefor. In accordance with
the ABCA, immediately following the completion of the Share Consolidation, the stated capital
of the Common Shares shall be equal to the stated capital of the Common Shares immediately
prior to the Share Consolidation.
4.4

Effective Date Transactions

Commencing at the Effective Time, the following events or transactions will occur, or be
deemed to have occurred and be taken and effected, in the following order in five minute
increments (unless otherwise indicated) and at the times set out in this Section 4.4 (or in such
other manner or order or at such other time or times as the Applicants and the Majority Initial
Consenting Noteholders may agree, each acting reasonably), without any further act or formality
required on the part of any Person, except as may be expressly provided herein:
(a)

The following shall occur concurrently:
(i)

the New Secured Notes Issuers and the New Secured Notes Trustee shall
enter into the New Secured Notes Indenture together with all related
documentation (including applicable security documentation) as agreed by
the Applicants and the Majority Initial Consenting Noteholders, each acting
reasonably;

(ii)

in exchange for the Notes, and in full and final settlement of the Noteholder
Claims:
(A)

SES shall issue and pay to each Noteholder such Noteholder’s
Noteholder Pro Rata Share of the New Common Share Pool, which
shares shall be issued and paid by SES on behalf of and for the
benefit of the Notes Issuers in the following proportions: (1) the
percentage of the New Common Shares issued and paid on behalf
of and for the benefit of Source Holdings is equal to the percentage
obtained by dividing (x) the aggregate principal amount owing
under the Notes that was advanced to Source Holdings by (y) the
aggregate principal amount owing under the Notes (such
percentage, the “Source Holdings Percentage”); and (2) the
percentage of the New Common Share Pool issued and paid on
behalf of and for the benefit of Source LP is equal to the
percentage that is equal to 100% minus the Source Holdings
Percentage (such percentage, the “Source LP Percentage”);
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(B)

the Notes Issuers shall issue and pay to each Noteholder such
Noteholder’s Noteholder Pro Rata Share of the New Secured Notes
Pool;

(C)

the Notes Issuers shall issue and pay to each Consenting
Noteholder such Consenting Noteholder’s Consenting Noteholder
Pro Rata Share of the Early Consent Notes Pool;

(D)

Source LP shall issue to SES such number of additional Class B
Units in its capital having an aggregate fair market value at that
time equal to the fair market value on the Effective Date of the
New Common Shares issued to Noteholders pursuant to Section
4.4(a)(ii)(A), which additional Class B Units shall be issued to SES
in consideration for SES issuing and delivering New Common
Shares to the Noteholders on behalf of and for the benefit of the
Notes Issuers pursuant to Section 4.4(a)(ii)(A); and

(E)

Source Holdings shall issue to Source LP such number of
additional common shares in its capital having an aggregate fair
market value at that time equal to the fair market value on the
Effective Date of the New Common Shares issued by SES on
behalf of and for the benefit of Source Holdings pursuant to
Section 4.4(a)(ii)(A), which additional common shares shall be
issued to Source LP in consideration for Source LP issuing to SES
such portion of the additional Class B Units in its capital pursuant
to Section 4.4(a)(ii)(D) as is equal to the fair market value on the
Effective Date of the New Common Shares issued by SES on
behalf of and for the benefit of Source Holdings pursuant to
Section 4.4(a)(ii)(A);

and the price for which the Notes are exchanged under this Plan shall be equal to
the aggregate principal amount of the New Secured Notes and the fair market
value of the New Common Shares issued pursuant to Section 4.4(a)(ii)(A).
(b)

In respect of the transactions contemplated by Section 4.4(a):
(i)

SES shall add an amount to the stated capital account maintained in
respect of the New Common Shares equal to the fair market value on the
Effective Date of the New Common Shares issued to Noteholders pursuant
to Section 4.4(a)(ii)(A);

(ii)

Source LP shall record a contribution made by SES to Source LP in
respect of, and as a result of the issuance of, the additional Class B Units
pursuant to Section 4.4(a)(ii)(D) equal to the fair market value on the
Effective Date of the New Common Shares issued to Noteholders pursuant
to Section 4.4(a)(ii)(A); and
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(iii)

(c)

Source Holdings shall add an amount to the stated capital account
maintained in respect of its common shares equal to the fair market value
on the Effective Date of the New Common Shares issued by SES on
behalf of and for the benefit of Source Holdings pursuant to Section
4.4(a)(ii)(A).

Concurrently with the transactions contemplated by Section 4.4(a):
(i)

the Noteholder Claims shall, and shall be deemed to be, irrevocably and
finally extinguished and the Noteholders shall have no further right, title
or interest in and to the Notes or their respective Noteholder Claims; and

(ii)

the Notes, the Notes Indenture, and any and all other Notes Documents
shall be cancelled, provided that (A) the Notes Indenture shall remain in
effect solely to allow the Notes Trustee to make the distributions set forth
in this Plan, and (B) the indemnity and liability protection provisions in
favour of the Notes Trustee under the Notes Indenture which by their
terms survive the termination of the Notes Indenture shall remain in effect
notwithstanding the termination of the Notes Indenture;

(d)

The releases referred to in Section 5.1 shall become effective.

(e)

Unless otherwise agreed by SES and the Majority Initial Consenting Noteholders,
such number of the directors of SES immediately prior to the Effective Time as
agreed to by SES and the Majority Initial Consenting Noteholders shall have
resigned or be deemed to have resigned and the New Directors shall be deemed to
have been appointed.

(f)

One hour after the step set forth in Section 4.4(e), Source Holdings and Source
Arrangeco shall be, and shall be deemed to be, amalgamated and continued as one
corporation (“Amalgamated Holdings”) under the CBCA in accordance with the
following:
(i)

Name. The name of Amalgamated Holdings shall be “Source Energy
Services Canada Holdings Ltd.”;

(ii)

Registered Office. The registered office of Amalgamated Holdings shall
be located in the City of Calgary in the Province of Alberta. The address
of the registered office of Amalgamated Holdings shall be 500, 438 – 11th
Ave. SE, Calgary, Alberta, T2G 0Y4;

(iii)

Restrictions on Business. There shall be no restrictions on the business
that Amalgamated Holdings may carry on;

(iv)

Articles. The articles of Source Holdings, as in effect immediately prior to
the Amalgamation, shall be deemed to be the articles of Amalgamated
Holdings;
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(v)

Directors. Amalgamated Holdings shall have a minimum of one director
and a maximum of 15 directors, until changed in accordance with the
CBCA. Until changed by shareholders of Amalgamated Holdings, or by
the directors of Amalgamated Holdings in accordance with the CBCA, the
directors of Source Holdings, as in effect immediately prior to the
Amalgamation, shall be deemed to be the directors of Amalgamated
Holdings;

(vi)

Shares. All shares of Source Arrangeco shall be cancelled without any
repayment of capital in respect thereof; no shares will be issued by
Amalgamated Holdings in connection with the Amalgamation and all
shares of Source Holdings prior to the Amalgamation shall be unaffected
and shall continue as shares of Amalgamated Holdings;

(vii)

Stated Capital. The stated capital account of the shares of Amalgamated
Holdings will be equal to the stated capital account in respect of the
common shares of Source Holdings immediately prior to the
Amalgamation;

(viii)

By-laws. The by-laws of Source Holdings, as in effect immediately prior
to the Amalgamation, shall be deemed to be the by-laws of Amalgamated
Holdings;

(ix)

Effect of Amalgamation. The provisions of subsection 186(a) to (g) of
the CBCA shall apply to the Amalgamation with the result that:
(A)

the amalgamation of the amalgamating corporations and their
continuance as one corporation becomes effective;

(B)

the property of each amalgamating corporation continues to be the
property of Amalgamated Holdings;

(C)

Amalgamated Holdings continues to be liable for the obligations of
each amalgamating corporation;

(D)

an existing cause of action, claim or liability to prosecution is
unaffected;

(E)

a civil, criminal or administrative action or proceeding pending by
or against an amalgamating corporation may be continued to be
prosecuted by or against Amalgamated Holdings;

(F)

a conviction against, or ruling, order or judgment in favour of or
against, an amalgamating corporation may be enforced by or
against Amalgamated Holdings; and

(G)

the Articles of Arrangement are deemed to be the articles of
incorporation of Amalgamated Holdings and the Certificate of
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Arrangement is deemed to be the certificate of incorporation of
Amalgamated Holdings.
ARTICLE 5
RELEASES
5.1

Release of Released Parties

At the applicable time pursuant to Section 4.4, each of the Released Parties shall be released and
discharged from all present and future actions, causes of action, damages, judgments, executions,
obligations, liabilities and Claims of any kind or nature whatsoever arising on or prior to the
Effective Date in connection with the Notes, the Notes Indenture, the Notes Documents, the
Existing Shares, the Support Agreement, the Arrangement, the Arrangement Agreement, this
Plan, the CBCA Proceedings and any other proceedings commenced with respect to or in
connection with this Plan, the transactions contemplated hereunder, and any other actions or
matters related directly or indirectly to the foregoing, provided that nothing in this paragraph
shall release or discharge (i) any of the Released Parties from or in respect of their respective
obligations under this Plan, the New Secured Notes, the New Common Shares, or any Order or
document ancillary to any of the foregoing, or (ii) any Released Party from liabilities or claims
attributable to such Released Party’s fraud, gross negligence or wilful misconduct, as determined
by the final, non-appealable judgment of the Court. The foregoing release shall not be construed
to prohibit a party in interest from seeking to enforce the terms of this Plan or any contract or
agreement entered into pursuant to, in connection with or contemplated by this Plan.
5.2

Injunctions

All Persons are permanently and forever barred, estopped, stayed and enjoined, on and after the
Effective Date, with respect to any and all Released Claims, from (i) commencing, conducting or
continuing in any manner, directly or indirectly, any action, suits, demands or other proceedings
of any nature or kind whatsoever of any Person against the Released Parties, as applicable;
(ii) enforcing, levying, attaching, collecting or otherwise recovering or enforcing by any manner
or means, directly or indirectly, any judgment, award, guarantee, decree or order against the
Released Parties; (iii) creating, perfecting, asserting or otherwise enforcing, directly or indirectly,
any lien or encumbrance of any kind against the Released Parties or their property; or (iv) taking
any actions to interfere with the implementation or consummation of this Plan or the transactions
contemplated hereunder; provided, however, that the foregoing shall not apply to the
enforcement of any obligations under this Plan or any document, instrument or agreement
executed to implement this Plan.
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ARTICLE 6
CONDITIONS PRECEDENT AND IMPLEMENTATION
6.1

Conditions to Plan Implementation

The implementation of this Plan shall be conditional upon the fulfillment, satisfaction or waiver
(to the extent permitted by Section 6.2) of the following conditions:

6.2

(a)

The Court shall have granted the Final Order, the implementation, operation or
effect of which shall not have been stayed or vacated;

(b)

The Final Order shall not have been varied in a manner not acceptable to the
Applicants and the Majority Initial Consenting Noteholders or be subject to
pending appeal;

(c)

No Law shall have been passed and become effective, the effect of which makes
the consummation of this Plan illegal or otherwise prohibited;

(d)

Any steps, actions or resolutions that may be required in order to proportionately
adjust the Incentive Plans to reflect the Share Consolidation shall be completed,
effective concurrently with the step in Section 4.3 of this Plan, in form and
substance satisfactory to SES and the Majority Initial Consenting Noteholders,
each acting reasonably; and

(e)

All conditions to implementation of this Plan set out in the Noteholder Support
Agreement shall have been satisfied or waived in accordance with the terms of the
Noteholder Support Agreement.

Waiver of Conditions

The Applicants and the Majority Initial Consenting Noteholders may at any time and from time
to time waive the fulfillment or satisfaction, in whole or in part, of the conditions set out herein,
to the extent and on such terms as such parties may agree, each acting reasonably, provided
however that the conditions set out in Sections 6.1(a) and 6.1(c) cannot be waived.
6.3

Effectiveness

This Plan will become effective in the sequence described in Section 4.4 on the filing of the
Articles of Arrangement and the issuance of the Certificate of Arrangement, and shall be binding
on and enure to the benefit of the Applicants, the Noteholders, the Notes Trustee, the
Shareholders, the Released Parties and all other Persons named or referred to in, or subject to,
this Plan and their respective successors and assigns and their respective heirs, executors,
administrators and other legal representatives, successors and assigns. The Articles of
Arrangement shall be filed and the Certificate of Arrangement shall be issued in each case with
respect to the Arrangement in its entirety. The Certificate of Arrangement shall be conclusive
evidence that the Arrangement has become effective and that each of the provisions in
Section 4.4 has become effective in the sequence set forth therein. No portion of this Plan shall
take effect with respect to any party or Person until the Effective Time.
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6.4

Effect of Non-Occurrence of Conditions to Plan Implementation

If the Effective Date does not occur on or before the termination of the Noteholder Support
Agreement in respect of all Initial Consenting Noteholders party thereto, then (a) this Plan shall
be null and void in all respects; (b) any settlement or compromise embodied in this Plan, and any
document or agreement executed pursuant to this Plan shall be deemed null and void; and (c) the
Notes Issuers’ obligations with respect to the Notes, the Notes Documents and the Noteholder
Claims shall remain unchanged and nothing contained in this Plan shall constitute or be deemed
a waiver or release of any Noteholder Claims.
ARTICLE 7
GENERAL
7.1

Deemed Consents, Waivers and Agreements

At the Effective Time:

7.2

(a)

each Noteholder and each Shareholder shall be deemed to have consented and
agreed to all of the provisions of this Plan in its entirety;

(b)

each Applicant, Noteholder and Shareholder shall be deemed to have executed
and delivered to the other parties all consents, releases, assignments and waivers,
statutory or otherwise, required to implement and carry out this Plan in its
entirety; and

(c)

all consents, releases, assignments and waivers, statutory or otherwise, required
from any Person to implement and carry out this Plan in its entirety shall be
deemed to have been executed and delivered to the Applicants.

Waiver of Defaults

From and after the Effective Time, all Persons named or referred to in, or subject to, this Plan
shall be deemed to have consented and agreed to all of the provisions of this Plan in its entirety.
Without limiting the foregoing, from and after the Effective Time, all Persons shall be deemed to
have:
(a)

waived any and all defaults or events of default, change of control rights or any
non-compliance with any covenant, warranty, representation, term, provision,
condition or obligation, expressed or implied, in any contract, instrument, credit
document, lease, licence, guarantee, agreement for sale or other agreement,
written or oral, in each case relating to, arising out of, or in connection with, the
Notes, the Notes Documents, the Noteholder Support Agreement, the
Arrangement, the Arrangement Agreement, this Plan, the transactions
contemplated hereunder, the CBCA Proceedings and any other proceedings
commenced with respect to or in connection with this Plan and any and all
amendments or supplements thereto. Any and all notices of default and demands
for payment or any step or proceeding taken or commenced in connection with
any of the foregoing shall be deemed to have been rescinded and of no further
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force or effect, provided that nothing shall be deemed to excuse the Applicants
and their respective successors and assigns from performing their obligations
under this Plan or any contract or agreement entered into pursuant to, in
connection with, or contemplated by, this Plan; and
(b)

agreed that if there is any conflict between the provisions of any agreement or
other arrangement, written or oral, existing between such Person and any of the
Applicants prior to the Effective Date and the provisions of this Plan, then the
provisions of this Plan take precedence and priority and the provisions of such
agreement or other arrangement are deemed to be amended accordingly,

provided, however, that notwithstanding any other provision of this Plan, nothing herein shall
affect the obligations of any of the Applicants to any employee thereof in their capacity as such,
including any contract of employment between any Person and any of the Applicants.
7.3

Compliance with Deadlines

The Applicants have the right to waive strict compliance with the Early Consent Deadline (in
consultation with the Initial Consenting Noteholders) and the right to waive strict compliance
with any other deadlines for the submissions of forms or other documentation pursuant to this
Plan, and shall be entitled to waive any deficiencies with respect to any forms or other
documentation submitted pursuant to this Plan.
7.4

Paramountcy

From and after the Effective Date, any conflict between this Plan and the covenants, warranties,
representations, terms, conditions, provisions or obligations, expressed or implied, of any
contract, mortgage, security agreement, indenture, trust indenture, loan agreement, commitment
letter, by-laws or other agreement, written or oral, and any and all amendments or supplements
thereto existing between one or more of the Noteholders or the Notes Trustee and any of the
Applicants with respect to the Notes Documents as at the Effective Date shall be deemed to be
governed by the terms, conditions and provisions of this Plan and the Final Order, which shall
take precedence and priority.
7.5

Deeming Provisions

In this Plan, the deeming provisions are not rebuttable and are conclusive and irrevocable.
7.6

Modification of Plan

Subject to the terms and conditions of the Noteholder Support Agreement:
(a)

the Applicants reserve the right to amend, restate, modify and/or supplement this
Plan at any time and from time to time, provided that (except as provided in
subsection (c) below) any such amendment, restatement, modification or
supplement must be contained in a written document that is (i) filed with the
Court and, if made following the Meetings, approved by the Court, and
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(ii) communicated to the Noteholders and Shareholders and the Trustee in the
manner required by the Court (if so required);

7.7

(b)

any amendment, modification or supplement to this Plan may be proposed by the
Applicants at any time prior to or at the Meetings, with or without any prior notice
or communication (other than as may be required under the Interim Order), and if
so proposed and accepted at the Meetings, shall become part of this Plan for all
purposes; and

(c)

any amendment, modification or supplement to this Plan may be made following
the Meetings by the Applicants, without requiring filing with, or approval of, the
Court, provided that it concerns a matter that is of an administrative nature and is
required to better give effect to the implementation of this Plan and is not
materially adverse to the financial or economic interests of any of the Noteholders
or Shareholders.

Notices

Any notice or other communication to be delivered hereunder must be in writing and refer to this
Plan and may, as hereinafter provided, be made or given by personal delivery, ordinary mail or
email addressed to the respective parties as follows:
(a)

if to the Applicants, at:
Source Energy Services Ltd.
c/o Goodmans LLP
333 Bay Street, Suite 3400
Toronto, Ontario
M5H 2S7
Attention:
Email:

(b)

Robert J. Chadwick and Bradley Wiffen
rchadwick@goodmans.ca
bwiffen@goodmans.ca

if to any of the Initial Consenting Noteholders, at:
Bennett Jones LLP
3400 One First Canadian Place
Toronto, ON, M5X 1A4
Attention:
Email:

(c)

Kevin Zych and Sean Zweig
zychk@bennettjones.com
zweigs@bennettjones.com

If to any Consenting Noteholder that is not an Initial Consenting Noteholder, at
the address set forth for such party on its signature page the Noteholder Support
Agreement,
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or to such other address as any party above may from time to time notify the others in
accordance with this Section 7.7. In the event of any strike, lock-out or other event that
interrupts postal service in any part of Canada, all notices and communications during such
interruption may only be given or made by personal delivery or by email and any notice or other
communication given or made by prepaid mail within the five (5) Business Day period
immediately preceding the commencement of such interruption, unless actually received, shall
be deemed not to have been given or made. Any such notices and communications so given or
made shall be deemed to have been given or made and to have been received on the day of
delivery if delivered, or on the day of emailing, provided that such day in either event is a
Business Day and the communication is so delivered or emailed before 5:00 p.m. on such day.
Otherwise, such communication shall be deemed to have been given and made and to have been
received on the next following Business Day. The unintentional failure by the Applicants to give
a notice contemplated hereunder to any particular Noteholder or Shareholder shall not invalidate
this Plan or any action taken by any Person pursuant to this Plan.
7.8

Consent of Initial Consenting Noteholders

For the purposes of this Plan, any matter requiring the agreement, waiver, consent or approval of
the Initial Consenting Noteholders or the Majority Initial Consenting Noteholders shall be
deemed to have been agreed to, waived, consented to or approved by such Initial Consenting
Noteholders or Majority Initial Consenting Noteholders, as applicable, if such matter is agreed
to, waived, consented to or approved in writing by any of the Initial Consenting Noteholder
Advisors on behalf of the Initial Consenting Noteholders or Majority Initial Consenting
Noteholders, as applicable, provided that such Initial Consenting Noteholder Advisor confirms in
writing (which can be by way of e-mail) that it is providing such agreement, consent, waiver or
approval on behalf of the Initial Consenting Noteholders or Majority Initial Consenting
Noteholders, as applicable.
7.9

Further Assurances

Notwithstanding that the transactions and events set out herein will occur and be deemed to
occur in the order set out in this Plan without any further act or formality, subject to the terms of
the Noteholder Support Agreement, each of the Persons named or referred to in, affected by or
subject to, this Plan will make, do and execute, or cause to be made, done and executed, all such
further acts, deeds, agreements, transfers, assurances, instruments or documents as may
reasonably be required by any of them to carry out the full intent and meaning of this Plan and to
give effect to the transactions contemplated herein.
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APPENDIX B
ARRANGEMENT AGREEMENT

B-103

ARRANGEMENT AGREEMENT
THIS ARRANGEMENT AGREEMENT is made as of the 22nd day of October, 2020 (the
“Agreement”).
AMONG:
SOURCE ENERGY SERVICES LTD., a corporation incorporated
under the laws of Alberta
(“SES”)
– and –
12406365 CANADA INC., a corporation incorporated under the laws of
Canada
(“Source Arrangeco”)
– and –
SOURCE ENERGY SERVICES CANADA LP, a limited partnership
governed by the laws of Alberta
(“Source LP”)
– and –
SOURCE ENERGY SERVICES CANADA HOLDINGS LTD., a
corporation incorporated under the laws of Canada
(“Source Holdings”)
RECITALS:
A.
SES, Source Arrangeco, Source LP and Source Holdings intend to apply to the Court of
Queen’s Bench of Alberta (Commercial List) (the “Court”) for an order approving the
arrangement (the “Arrangement”), pursuant to Section 192 of the Canada Business
Corporations Act (the “CBCA”), as set forth in the plan of arrangement (as may be amended,
modified and/or supplemented in accordance with its terms, the “Plan of Arrangement”), a
copy of which is attached hereto as Schedule “A”; and
B.
On October 7, 2020, SES, Source LP and Source Holdings entered into a support
agreement with certain Noteholders (the “Noteholder Support Agreement”) and a support
agreement with certain Shareholders (the “Shareholder Support Agreement” and, together
with the Noteholder Support Agreement, the “Support Agreements”) pursuant to which the
parties thereto agreed, subject to the terms thereof, to support the implementation of the
Arrangement pursuant to the Plan of Arrangement.
C.
SES, Source Arrangeco, Source LP and Source Holding (collectively, the “Parties”) wish
to enter into this Agreement to formalize certain matters relating to the foregoing and other
matters relating to the Plan of Arrangement;
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NOW THEREFORE THIS AGREEMENT WITNESSES THAT, in consideration of the
premises and the covenants and agreements herein contained and other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the Parties
covenant and agree as follows:
ARTICLE 1
INTERPRETATION
1.01

Definitions

All capitalized terms not defined in this Agreement shall have the meaning ascribed to them in
the Plan of Arrangement.
1.02

Interpretation Not Affected by Headings

The division of this Agreement into articles, sections and schedules and the insertion of headings
are for convenience of reference only and shall not affect the construction or interpretation of
this Agreement.
1.03

Article References

Unless reference is specifically made to some other document or instrument, all references herein
to articles, sections and schedules are to articles, sections and schedules of this Agreement.
1.04

Incorporation of Schedules

The following schedules are incorporated into and form an integral part of this Agreement:
Schedule A
1.05

–

Plan of Arrangement

Extended Meanings

Unless the context otherwise requires, words importing the singular number shall include the
plural and vice versa; words importing any gender shall include all genders; and words importing
persons shall include individuals, partnerships, associations, bodies corporate, trusts,
unincorporated organizations, governments, regulatory authorities, and other entities.
1.06

Date for any Action

In the event that any date on which any action required to be taken hereunder by any of the
Parties hereto is not a Business Day in the place where the action is required to be taken, such
action shall be required to be taken on the next succeeding day which is a Business Day in such
place.
1.07

Governing Law

This Agreement will be governed by, interpreted and enforced in accordance with the laws of the
province of Alberta and the federal laws of Canada. All questions as to the interpretation or
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application of this Agreement and all proceedings taken in connection with this Agreement and
its provisions shall be subject to the exclusive jurisdiction of the Court.
ARTICLE 2
THE ARRANGEMENT
2.01

Arrangement

As soon as reasonably practicable or in accordance with the timing contemplated under the
Support Agreements, the Parties shall apply to the Court pursuant to Section 192 of the CBCA
for an order approving the Arrangement and in connection with such application shall:
(a)

forthwith proceed with and diligently prosecute an application for the Final Order;
and

(b)

subject to obtaining the approvals contemplated in the Plan of Arrangement and
such other conditions precedent to the implementation of the Arrangement (as set
out herein, in the Plan of Arrangement and the Support Agreements), take steps
necessary to submit the Arrangement to the Court and apply for the Final Order.

Subject to the fulfillment or waiver of the conditions set forth herein (including, for certainty, the
Plan of Arrangement) and in the Support Agreements, the Parties shall deliver to the CBCA
Director, immediately following fulfillment or waiver, as applicable, of such conditions, articles
of arrangement and such other documents as may be required to give effect to the Arrangement.
ARTICLE 3
COVENANTS
3.01

General Covenants

Each Party covenants with the other Party that it will, subject to the terms and conditions of the
Support Agreements:
(a)

make, do and execute, or cause to be made, done and executed, all such further
acts, deeds, agreements, transfers, assurances, instruments or documents as may
reasonably be required by any of them to carry out the full intent and meaning of
the Plan of Arrangement and to give effect to the transactions contemplated
therein, both prior to and following the Effective Date;

(b)

use all reasonable efforts to cause each of the conditions precedent set forth in
Section 5.01 hereof which are within its control to be satisfied on or before the
Effective Date; and

(c)

not take any action that would be knowingly contrary with the transactions
contemplated by this Agreement and the Plan of Arrangement.
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3.02

Additional Covenants of the Parties

Each Party further covenants and agrees that it will, as applicable and subject to the terms and
conditions of the Support Agreements:
(a)

submit the Arrangement to the Court and apply for the Final Order;

(b)

perform the obligations and take the actions required to be performed by it under
this Agreement, the Plan of Arrangement and the Support Agreements, and do all
such other acts and things as may be necessary, or within the reasonable
discretion of such Party desirable, and within its power and control in order to
carry out and give effect to the transactions contemplated by this Agreement, the
Plan of Arrangement and the Support Agreements, including (without limitation)
using all reasonable efforts to:
(i)

effect the issuances, deliveries and payments set forth in the Plan of
Arrangement;

(ii)

carry out the Effective Date transactions set forth in Section 4.4 of the
Plan of Arrangement;

(iii)

obtain the approvals provided for in the Interim Order;

(iv)

obtain the Final Order; and

(v)

obtain such other material consents, approvals and/or waivers as are
necessary for the implementation of the Arrangement;

(c)

upon issuance of the Final Order and subject to the conditions precedent in Article
5 hereof and Section 6.1 of the Plan of Arrangement, forthwith proceed to file the
Articles of Arrangement, the Final Order and all related documents with the
CBCA Director in accordance with the CBCA; and

(d)

file such materials, together with other disclosure materials required to be filed in
accordance with applicable corporate and securities laws, in a timely and
expeditious manner.
ARTICLE 4
REPRESENTATIONS AND WARRANTIES

4.01

Representations and Warranties of the Parties

Each Party represents and warrants to the other Party as follows, and acknowledges that the other
Party is relying upon such representations and warranties:
(a)

such Party is an entity duly formed and validly existing under the laws of the
jurisdiction where it was formed and has the power and capacity to enter into this
Agreement, and to perform its obligations hereunder;
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(b)

(c)

the execution and delivery of this Agreement and all documents to be delivered
pursuant hereto and the completion of the transactions contemplated hereby do
not and will not, to the best of the knowledge of the officers and employees of
such Party who have been involved in the discussions concerning the Plan of
Arrangement:
(i)

result in any violation of the provisions of the articles or by-laws or
similar organizational documents of such Party; and

(ii)

violate or conflict with any judgment, order, statute, law, ordinance, rule
or regulation applicable to such Party or any of its properties or assets,
except, in the case for violations or conflicts that, individually or in the
aggregate, would not reasonably be expected to have a material adverse
effect on such Party’s ability to execute and deliver this Agreement and to
consummate the transactions contemplated hereby; and

the execution and delivery of this Agreement and the completion of the
transactions contemplated hereby have been duly approved by the board of
directors or applicable governance committee of such Party and this Agreement
constitutes a valid and binding obligation of such Party enforceable against it in
accordance with its terms.
ARTICLE 5
CONDITIONS PRECEDENT

5.01

Mutual Conditions Precedent

The respective obligations of the Parties to complete the transactions contemplated by this
Agreement shall be subject to the fulfilment or satisfaction, on or before the Effective Date, of
each of the following conditions, any of which (that are in favour of the Parties) may be waived
collectively by them without prejudice to their right to rely on any other condition:
(a)

the conditions precedent set out in Article 6.1 of the Plan of Arrangement shall
have been fulfilled, satisfied or waived pursuant to the terms of the Plan of
Arrangement;

(b)

the conditions set out in the Support Agreements shall have been fulfilled,
satisfied or waived pursuant to the terms of the Support Agreements; and

(c)

the Parties shall have taken all necessary corporate actions and proceedings in
connection with, and in order to give effect to, the Plan of Arrangement.
ARTICLE 6
NOTICES

6.01

Notices

Any notices or communication to be made or given hereunder shall be in writing (including by email) and be made or given by the person making or giving it or by any agent of such person
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authorized for that purpose by personal delivery, by prepaid courier delivery or by e-mail
addressed to the respective Parties as follows:
If to SES, Source Arrangeco, Source LP or Source Holdings:
Source Energy Services Ltd.
500, 438 – 11th Avenue SE, Calgary, Alberta
T2G 0Y4
Attention:

Brad Thomson, Chief Executive Officer

Email:

bthomson@sourceenergyservices.com

with a copy to:
Goodmans LLP
333 Bay Street, Suite 3400
Toronto, ON
M5H 2S7
Attention:

Robert J. Chadwick and Bradley Wiffen

Email:

rchadwick@goodmans.ca
bwiffen@goodmans.ca

or to such other address as any Party may from time to time notify the others in accordance with
this Section 6.01. All such notices and communications so given or made shall be deemed to
have been received, in the case of notice by e-mail or by personal delivery prior to 5:00 p.m.
(local time) on a Business Day, when received or if received after 5:00 p.m. (local time) on a
Business Day or at any time on a non-Business Day, on the next following Business Day and, in
the case of notice mailed as aforesaid, on the third Business Day following the date on which
such notice or other communication is mailed.
ARTICLE 7
AMENDMENT
7.01

Amendments

This Agreement may, at any time and from time to time, but not later than the Effective Date, be
amended in any respect whatsoever by written agreement of the Parties hereto without, subject to
applicable law and the Support Agreements, further notice to or authorization on the part of their
respective securityholders.
7.02

Termination

This Agreement shall be terminated if an agreement to terminate it is executed and delivered by
all Parties, subject to the Support Agreements.

7
ARTICLE 8
GENERAL
8.01

Binding Effect

This Agreement shall be binding upon and enure to the benefit of the Parties hereto and their
respective successors and permitted assigns.
8.02

No Assignment

No Party may assign its rights or obligations under this Agreement without the consent of the
other Party.
8.03

Equitable Remedies

All covenants herein and opinions to be given hereunder as to enforceability in accordance with
the terms of any covenant, agreement or document shall be qualified as to applicable bankruptcy
and other laws affecting the enforcement of creditors’ rights generally and to the effect that
specific performance, being an equitable remedy, may only be ordered at the discretion of the
Court.
8.04

Severability

If any one or more of the provisions or parts thereof contained in this Agreement should be or
become invalid, illegal or unenforceable in any respect in any jurisdiction, the remaining
provisions or parts thereof contained herein shall be and shall be conclusively deemed to be, as
to such jurisdiction, severable therefrom and:

8.05

(a)

the validity, legality or enforceability of such remaining provisions or parts
thereof shall not in any way be affected or impaired by the severance of the
provisions or parts thereof severed; and

(b)

the invalidity, illegality or unenforceability of any provision or part thereof
contained in this Agreement in any jurisdiction shall not affect or impair such
provision or part thereof or any other provisions of this Agreement in any other
jurisdiction.
Time of Essence

Time shall be of the essence in respect of this Agreement.
8.06

Execution in Counterparts

This Agreement may be executed in any number of counterparts, each of which is and is hereby
conclusively deemed to be an original and which counterparts collectively are to be conclusively
deemed one instrument. A counterpart may be delivered by facsimile, e-mail or other electronic
means, which shall be as effective as hand delivery of the original executed counterpart.
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PLAN OF ARRANGEMENT
ARTICLE 1
INTERPRETATION
1.1

Definitions

In this Plan, unless otherwise stated:
“ABCA” means the Business Corporations Act, R.S.A. 2000, c. B-9, as amended;
“Administrative Agent” means Bank of Montreal, as administrative agent under the
Credit Agreement, and any successor thereof;
“Aggregate Number of New Common Shares” has the meaning given to such term in
Section 3.2(d);
“Amalgamated Holdings” has the meaning given to it in Section 4.4(f);
“Amalgamation” means the amalgamation of Source Holdings and Source Arrangeco
pursuant to Section 4.4(f);
“Amended Credit Facility” means the revolving credit facility to be made available on
the Effective Date to Source LP and governed pursuant to the Credit Agreement, as such
Credit Agreement shall be amended, restated and modified on or prior to the Effective
Date;
“Applicants” means, collectively, Source Arrangeco, SES, Source LP and Source
Holdings;
“Arrangement” means the arrangement under section 192 of the CBCA on the terms and
subject to the conditions set out in this Plan, subject to any amendments, modifications
and/or supplements thereto made in accordance with the Arrangement Agreement and
this Plan, or otherwise with the consent of the Applicants and the Majority Initial
Consenting Noteholders, each acting reasonably;
“Arrangement Agreement” means the arrangement agreement dated October 22, 2020,
among the Applicants, as it may be amended, modified and/or supplemented from time to
time;
“Articles of Arrangement” means the articles of arrangement of the Applicants in
respect of the Arrangement, in form and substance satisfactory to the Applicants and the
Majority Initial Consenting Noteholders, each acting reasonably, that are required to be
sent to the CBCA Director in order for the Arrangement to become effective on the
Effective Date;

“Bank Priority Collateral” shall have the meaning given to it in the Existing
Intercreditor Agreement or as may otherwise be agreed to by the parties to the New
Intercreditor Agreement;
“BDC Facility” means the term loan facility in the aggregate principal amount of
$20 million to be made available on the Effective Date to Source LP by Business
Development Bank of Canada and the other lenders party thereto;
“Business Day” means any day, other than a Saturday, Sunday or a statutory or civic
holiday, on which banks are generally open for business in Calgary, Alberta; Toronto,
Ontario; and New York, New York;
“Canadian Dollars” or “$” means the lawful currency of Canada;
“CBCA” means the Canada Business Corporations Act, R.S.C. 1985, c. C-44, as
amended;
“CBCA Director” means the Director appointed under section 260 of the CBCA;
“CBCA Proceedings” means the proceedings commenced by the Applicants under the
CBCA in connection with this Plan;
“CDS” means CDS Clearing and Depository Services Inc. and its successors and assigns;
“Certificate of Arrangement” means the certificate giving effect to the Arrangement, to
be issued by the CBCA Director pursuant to section 192(7) of the CBCA upon receipt of
the Articles of Arrangement in respect of the Applicants in accordance with section 262
of the CBCA;
“Circular” means the management information circular of SES dated November 2, 2020,
as it may be amended, modified and/or supplemented from time to time, subject to the
terms of the Interim Order or other Order of the Court;
“Claim” means any right or claim of any Person that may be asserted or made in whole
or in part against the applicable Persons, or any of them, in any capacity, whether or not
asserted or made, in connection with any indebtedness, liability or obligation of any kind
whatsoever, and any interest accrued thereon or costs payable in respect thereof, whether
at law or in equity, including by reason of the commission of a tort (intentional or
unintentional), by reason of any breach of contract or other agreement (oral or written),
by reason of any breach of duty (including, any legal, statutory, equitable or fiduciary
duty), by reason of any right of setoff, counterclaim or recoupment, or by reason of any
equity interest, right of ownership of or title to property or assets or right to a trust or
deemed trust (statutory, express, implied, resulting, constructive or otherwise), and
together with any security enforcement costs or legal costs associated with any such
claim, and whether or not any indebtedness, liability or obligation is reduced to judgment,
liquidated, unliquidated, fixed, contingent, matured, unmatured, disputed, undisputed,
legal, equitable, secured, unsecured, perfected, unperfected, present or future, known or
unknown, by guarantee, warranty, surety or otherwise, and whether or not any right or
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claim is executory or anticipatory in nature, including any claim made or asserted against
the applicable Persons, or any of them, through any successor, assignee, affiliate,
subsidiary, associated or related Person, or any right or ability of any Person to advance a
claim for an accounting, reconciliation, contribution, indemnity, restitution or otherwise
with respect to any matter, grievance, action (including any class action or proceeding
before an administrative or regulatory tribunal), cause or chose in action, whether
existing at present or commenced in the future;
“Common Shares” means common shares in the capital of SES;
“Consenting Noteholder” means a Noteholder who, on or prior to the Early Consent
Deadline, votes in favour of this Plan or otherwise supports this Plan, in each case in a
manner acceptable to the Applicants acting reasonably, and provided that in each case
such Noteholder holds its respective Consent Notes as at the Effective Date;
“Consenting Noteholder Pro Rata Share” means, in respect of a Consenting
Noteholder, (i) the total principal amount of Consent Notes held by that Consenting
Noteholder as at the Distribution Record Date, divided by (ii) the aggregate principal
amount of Notes held by all Noteholders as at the Distribution Record Date;
“Consent Notes” means, in respect of a Consenting Noteholder, the Notes held by such
Consenting Noteholder in respect of which votes have been validly cast in favour of this
Plan by the Early Consent Deadline pursuant to the Interim Order and in respect of which
such vote in favour of this Plan has not been changed or withdrawn;
“Court” means the Court of Queen’s Bench of Alberta;
“Credit Agreement” means the Fourth Amended and Restated Credit Agreement dated
June 19, 2019 among Source LP, as borrower, the Administrative Agent, and the
Lenders, as lenders, as amended, modified or supplemented from time to time;
“Distribution Record Date” means a date to be determined by the Applicants in
consultation with the Initial Consenting Noteholders for purposes of distributions under
this Plan;
“DSU Plan” means SES’ Long Term Incentive Plan (DSUs) dated March 14, 2018, as
amended, modified or supplemented from time to time;
“DSUs” means deferred share units issued pursuant to the DSU Plan;
“Early Consent Deadline” means 5:00 p.m. on November 18, 2020, or such later date as
the Applicants may determine, in consultation with the Initial Consenting Noteholders;
“Early Consent Notes Pool” means New Secured Notes in an aggregate principal
amount equal to all accrued and unpaid interest in respect of the Notes, calculated at the
rate of 10.5% per annum, for the period commencing on June 16, 2020 and ending on the
Effective Date;
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“Effective Date” means the date shown on the Certificate of Arrangement issued by the
CBCA Director and on which all conditions to implementation of this Plan as set forth in
Section 6.1 have been satisfied or waived pursuant to Section 6.2;
“Effective Time” means a time on the Effective Date as the Applicants and the Majority
Initial Consenting Noteholders may agree, each acting reasonably;
“Existing Intercreditor Agreement” means the Intercreditor Agreement dated as of
December 8, 2016 between the Notes Issuers, the Administrative Agent, the Notes
Trustee and the other parties thereto, as amended, modified or supplemented from time to
time;
“Existing Shares” means all Common Shares outstanding immediately prior to the
Effective Time.
“Final Order” means the Order of the Court approving the Arrangement under
section 192 of the CBCA, which shall include such terms as may be necessary or
appropriate to give effect to the Arrangement and this Plan, in form and substance
satisfactory to the Applicants and the Majority Initial Consenting Noteholders, each
acting reasonably;
“Governmental Entity” means any government, regulatory authority, governmental
department, agency, commission, bureau, official, minister, Crown corporation, court,
board, tribunal or dispute settlement panel or other law, rule or regulation-making
organization or entity: (i) having or purporting to have jurisdiction on behalf of any
nation, province, territory or state or any other geographic or political subdivision of any
of them; or (ii) exercising, or entitled or purporting to exercise any administrative,
executive, judicial, legislative, policy, regulatory or taxing authority or power;
“Incentive Plans” means, collectively, the DSU Plan, the PSU Plan and the RSU Plan;
“Initial Consenting Noteholder Advisors” means Bennett Jones LLP, in its capacity as
legal counsel to the Initial Consenting Noteholders, and FTI Consulting Canada Inc., in
its capacity as financial advisor to the Initial Consenting Noteholders;
“Initial Consenting Noteholders” means the Noteholders that executed the Noteholder
Support Agreement as of October 7, 2020;
“Interim Order” means the Order of the Court in respect of the Applicants granted on
October 26, 2020, which, among other things, approves the calling of, and the date for,
the Meetings, as such Order may be amended from time to time in a manner acceptable to
the Applicants and the Majority Initial Consenting Noteholders, each acting reasonably;
“Intermediary” means a broker, custodian, investment dealer, nominee, bank, trust
company or other intermediary;
“Law” means any law, statute, constitution, treaty, convention, code, injunction, order,
decree, consent decree, judgment, rule regulation, ordinance or other pronouncement
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having the effect of law whether in Canada, the United States or any other country, or any
domestic or foreign state, county, province, city or other political subdivision or of any
Governmental Entity;
“Lenders” means the lenders party to the Credit Agreement;
“Letter of Transmittal” means the letter of transmittal form delivered by SES to
registered Shareholders;
“Majority Initial Consenting Noteholders” means at least two Initial Consenting
Noteholders that hold in the aggregate more than 50% of the aggregate principal amount
of Notes held by all Initial Consenting Noteholders at the applicable time;
“Meetings” means, collectively, the Noteholders’ Meeting and the Shareholders’
Meeting;
“New Common Share Pool” means New Common Shares representing 62.5% of the
aggregate Common Shares on a fully diluted basis (including, for certainty, the New
Common Shares) issued and outstanding immediately following the implementation of
this Plan;
“New Common Shares” means newly-issued Common Shares issued on the Effective
Date pursuant to this Plan;
“New Directors” means such individuals to be appointed to the board of directors of SES
on the Effective Date as determined by the Company and the Majority Initial Consenting
Noteholders;
“New Intercreditor Agreement” means the intercreditor agreement to be entered into on
the Effective Date by the New Notes Issuers, the Administrative Agent, the New Notes
Trustee, the administrative agent under the BDC Facility, and the other parties thereto;
“New Secured Notes” means new first lien secured notes due 2025 to be issued by the
New Secured Notes Issuers on the Effective Date pursuant to the New Secured Notes
Indenture, with (i) a maturity date of March 15, 2025, (ii) quarterly interest payments on
February 15, May 15, August 15 and November 15 at an annual interest rate of 10.5% for
cash interest payments and 12.5% for interest paid-in-kind; (iii) the option for the New
Secured Notes Issuers to pay interest in kind through the issuance of New Secured Notes
in respect of any quarterly interest payment due on or before February 15, 2022,
(iv) provisions providing for the repayment of the New Secured Notes from excess cash
flow, (v) a first-ranking security interest in all Note Priority Collateral and a security
interest in all Bank Priority Collateral ranking immediately subordinate to all obligations
under the Amended Credit Facility and the BDC Facility, subject to the terms of the New
Intercreditor Agreement, and (vi) such other terms and conditions as agreed to by the
Applicants and the Majority Initial Consenting Noteholders, each acting reasonably;
“New Secured Notes Indenture” means the indenture to be entered into on the Effective
Date by the New Secured Notes Issuers and the New Secured Notes Trustee on the terms
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substantially as described in the Circular or as may otherwise be agreed by the Applicants
and the Majority Initial Consenting Noteholders, each acting reasonably, pursuant to
which the New Secured Notes will be issued;
“New Secured Notes Issuers” means Source LP and Source Holdings;
“New Secured Notes Pool” means New Secured Notes in an aggregate principal amount
equal to $133,279,775;
“New Secured Notes Trustee” means Computershare Trust Company of Canada in its
capacity as trustee under the New Secured Notes Indenture, or such other entity or
entities as agreed to by the Applicants and the Majority Initial Consenting Noteholders,
each acting reasonably;
“Note Priority Collateral” shall have the meaning given to it in the Existing
Intercreditor Agreement or as may otherwise be agreed to by the parties to the New
Intercreditor Agreement;
“Noteholder Claims” means all outstanding liabilities, duties and obligations, including
without limitation principal and interest, any make whole, any prepayment, redemption or
similar premiums, reimbursement obligations, fees, penalties, damages, guarantees,
indemnities, costs, expenses or otherwise, and any other liabilities, duties or obligations,
whether direct or indirect, absolute or contingent, known or unknown, due or to become
due, or now existing or hereafter incurred, which may arise under, out of, or in
connection with, the Notes Documents, owing by any Person (whether as issuer,
guarantor or otherwise) as at the Effective Date;
“Noteholder Pro Rata Share” means, in respect of a Noteholder, (i) the total principal
amount of Notes held by that Noteholder as at the Distribution Record Date, divided by
(ii) the aggregate principal amount of Notes held by all Noteholders as at the Distribution
Record Date;
“Noteholder Support Agreement” means the support agreement (including all
schedules attached thereto) among SES, Source LP, Source Holdings and the Noteholders
party thereto dated October 7, 2020, as it may be amended, modified and/or
supplemented from time to time;
“Noteholders” means holders of the Notes;
“Noteholders’ Arrangement Resolution” means the resolution of the Noteholders
relating to the Arrangement to be considered at the Noteholders’ Meeting, substantially in
the form attached to the Circular;
“Noteholders’ Meeting” means the meeting of the Noteholders as of the Record Date
called and held pursuant to the Interim Order for the purpose of considering and voting
on the Noteholders’ Arrangement Resolution and to consider such other matters as may
properly come before such meeting and includes any adjournment(s) or postponement(s)
of such meeting;
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“Notes” means the 10.5% senior secured first lien notes due 2021 issued by the Notes
Issuers pursuant to the Notes Indenture;
“Notes Documents” means (i) the Notes Indenture, (ii) the Notes, (iii) each Notes
Guarantee, (iv) the Collateral Agency Agreement dated December 8, 2016, (v) each
security agreement and mortgage securing obligations under, or in respect of, any of the
foregoing, and (vi) all other documentation related to the foregoing;
“Notes Guarantee” has the meaning given to such term in the Notes Indenture;
“Notes Indenture” means the indenture dated as of December 8, 2016 among the Notes
Issuers, as issuers, and the Notes Trustee, pursuant to which the Notes are governed, as
amended, modified or supplemented from time to time;
“Notes Issuers” means, collectively, Source LP and Source Holdings;
“Notes Trustee” means Computershare Trust Company of Canada, in its capacity as
trustee under the Notes Indenture, and any successor thereof;
“Order” means any order entered by the Court in the CBCA Proceedings;
“Person” means any individual, corporation, body corporate, partnership, limited liability
company, organization, trustee, executor, administrator, trust, unincorporated association,
Governmental Entity, agency, instrumentality or political subdivision of a Governmental
Entity, or any other entity or body;
“Plan” means this plan of arrangement and any amendments, modifications and/or
supplements hereto made in accordance with the terms hereof;
“Proxy, Information and Exchange Agent” means Kingsdale Advisors;
“PSU Plan” means SES’ Long Term Incentive Plan (RSUs and PSUs) dated March 14,
2018, as amended, modified or supplemented from time to time;
“PSUs” means all performance share units issued pursuant to the PSU Plan;
“Record Date” means 5:00 p.m. on October 29, 2020;
“Released Claims” means, collectively, the matters that are subject to release and
discharge pursuant to Section 5.1;
“Released Parties” means, collectively, (i) the Applicants, (ii) each affiliate or subsidiary
of an Applicant, (iii) the Consenting Noteholders, (iv) the Shareholders, (v) the Proxy,
Information and Exchange Agent, and (vi) each of the foregoing Persons’ respective
current and former officers, directors, principals, members, affiliates, limited partners,
general partners, managed accounts or funds, fund advisors, employees, financial and
other advisors, legal counsel and agents, each in their capacity as such;
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“RSU Plan” means SES’ Long Term Incentive Plan (RSUs and PSUs) dated March 14,
2018, as amended, modified or supplemented from time to time;
“RSUs” means restricted share units issued pursuant to the RSU Plan;
“SES” means Source Energy Services Ltd.;
“Share Consolidation” has the meaning given to such term in Section 4.3;
“Shareholders” means holders of Common Shares;
“Shareholders’ Arrangement Resolution” means the resolution of the Shareholders
relating to the Arrangement to be considered at the Shareholders’ Meeting, substantially
in the form attached to the Circular;
“Shareholders’ Meeting” means the meeting of the Shareholders as of the Record Date
called and held pursuant to the Interim Order for the purpose of considering and voting
on the Shareholders’ Arrangement Resolution and to consider such other matters as may
properly come before such meeting and includes any adjournment(s) or postponement(s)
of such meeting;
“Source Arrangeco” means 12406365 Canada Inc.;
“Source Holdings” means Source Energy Services Canada Holdings Ltd.;
“Source Holdings Percentage” has the meaning given to such term in Section
4.4(a)(ii)(A);
“Source LP” means Source Energy Services Canada LP;
“Source LP Percentage” has the meaning given to such term in Section 4.4(a)(ii)(A);
and
“Transfer Agent” means Computershare Trust Company of Canada.
1.2

Certain Rules of Interpretation

For the purposes of this Plan:
(a)

Unless otherwise expressly provided herein, any reference in this Plan to an
instrument, agreement or an Order or an existing document or exhibit filed or to
be filed means such instrument, agreement, Order, document or exhibit as it may
have been or may be amended, modified, restated or supplemented in accordance
with its terms;

(b)

The division of this Plan into articles and sections is for convenience of reference
only and does not affect the construction or interpretation of this Plan, nor are the
descriptive headings of articles and sections intended as complete or accurate
descriptions of the content thereof;
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1.3

(c)

The use of words in the singular or plural, or with a particular gender, including a
definition, shall not limit the scope or exclude the application of any provision of
this Plan to such Person (or Persons) or circumstances as the context otherwise
permits;

(d)

The words “includes” and “including” and similar terms of inclusion shall not,
unless expressly modified by the words “only” or “solely”, be construed as terms
of limitation, but rather shall mean “includes but is not limited to” and “including
but not limited to”, so that references to included matters shall be regarded as
illustrative without being either characterizing or exhaustive;

(e)

Unless otherwise specified, time periods within or following which any payment
is to be made or act is to be done shall be calculated by excluding the day on
which the period commences and including the day on which the period ends;

(f)

Unless otherwise provided, any reference to a statute or other enactment of
parliament, a legislature or other Governmental Entity includes all regulations
made thereunder, all amendments to or re-enactments of such statute or
regulations in force from time to time, and, if applicable, any statute or regulation
that supplements or supersedes such statute or regulation;

(g)

References to a specific Recital, Article or Section shall, unless something in the
subject matter or context is inconsistent therewith, be construed as references to
that specific Recital, Article or Section of this Plan, whereas the terms “this Plan”,
“hereof”, “herein”, “hereto”, “hereunder” and similar expressions shall be deemed
to refer generally to this Plan and not to any particular Recital, Article, Section or
other portion of this Plan and include any documents supplemental hereto; and

(h)

The word “or” is not exclusive.

Governing Law

This Plan shall be governed by and construed in accordance with the laws of Alberta and the
federal laws of Canada applicable therein. All questions as to the interpretation or application of
this Plan and all proceedings taken in connection with this Plan and its provisions shall be
subject to the exclusive jurisdiction of the Court.
1.4

Currency

Unless otherwise stated, all references in this Plan to sums of money are expressed in, and all
payments provided for herein shall be made in, Canadian Dollars.
1.5

Date for Any Action

If the date on which any action is required to be taken hereunder by a Person is not a Business
Day, such action shall be required to be taken on the next succeeding day that is a Business Day.
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1.6

Time

Time shall be of the essence in this Plan. Unless otherwise specified, all references to time
expressed in this Plan and in any document issued in connection with this Plan mean local time
in Calgary, Alberta, Canada, and any reference to an event occurring on a Business Day shall
mean prior to 5:00 p.m. on such Business Day.
ARTICLE 2
TREATMENT OF AFFECTED PARTIES
2.1

Treatment of Noteholders
(a)

On the Effective Date, and in accordance with the times, steps and in the sequence
set forth in Section 4.4, each Noteholder shall receive:
(i)

its Noteholder Pro Rata Share of the New Secured Notes Pool;

(ii)

its Noteholder Pro Rata Share of the New Common Share Pool; and

(iii)

if such Noteholder is a Consenting Noteholder, its Consenting Noteholder
Pro Rata Share of the Early Consent Notes Pool,

all of which shall, and shall be deemed to, be received in full and final settlement
of its Notes and its Noteholder Claims.
(b)

On the Effective Date, the Noteholder Claims shall, and shall be deemed to, have
been irrevocably and finally extinguished, discharged and released; each
Noteholder shall have no further right, title or interest in or to the Notes or its
Noteholder Claim; the Notes, the Notes Indenture and any and all other Notes
Documents shall be cancelled and terminated pursuant to this Plan; and the
Applicants or their counsel shall be authorized and permitted to file discharges
and full terminations of all lien filings (whether pursuant to personal property
security legislation or otherwise) relating to the Notes Documents in any
jurisdiction without any further action or consent required.

(c)

The reasonable and documented outstanding fees, expenses and disbursements of
the Notes Trustee shall be paid in full in cash by the Applicants pursuant to the
Notes Indenture.

(d)

The reasonable and documented outstanding fees and expenses of the Initial
Consenting Noteholder Advisors shall be paid in full in cash by the Applicants
pursuant to the Noteholder Support Agreement.

(e)

All references to the principal amount of the Notes or the Noteholder Claims
contained in this Plan shall refer to the principal amount of such Notes or the
Noteholder Claims, as applicable, excluding any make-whole premiums,
prepayment premiums, redemption premiums or other similar premiums.
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2.2

Treatment of Shareholders

Each Shareholder shall retain its Existing Shares, subject to the Share Consolidation in
accordance with Section 4.3 of this Plan and the treatment of fractional interests in accordance
with Section 4.2 of this Plan, such that the Common Shares owned by the Shareholders
immediately following implementation of this Plan shall represent that percentage of the
aggregate Common Shares determined as (i) the total number of Existing Shares, divided by
(ii) the sum of (A) the total number of Existing Shares, plus (B) the total number of New
Common Shares issued on the Effective Date.
2.3

Unaffected Parties
(a)

This Plan and the Arrangement Agreement shall not, and shall not be deemed to,
affect the Lenders or the Administrative Agent or any of the obligations of the
Applicants under or in respect of the Credit Agreement.

(b)

Subject to Section 6.1(d), this Plan and the Arrangement Agreement shall not, and
shall not be deemed to, affect the Incentive Plans and the underlying DSUs, PSUs
and RSUs issued pursuant to such Incentive Plans.
ARTICLE 3
ISSUANCES, DISTRIBUTIONS AND PAYMENTS

3.1

Delivery of New Secured Notes
(a)

On the Effective Date, SES shall deliver a written direction to the New Secured
Notes Trustee directing the New Secured Notes Trustee to issue all of the New
Secured Notes to be issued and distributed under this Plan.

(b)

The delivery of the New Secured Notes issued by the New Secured Notes Issuers
pursuant to this Plan shall be made by way of (i) issuance on the Effective Date of
one or more global notes in the name of CDS (or its nominee) in respect of the
New Secured Notes to be issued to the Noteholders that are entitled to receive
New Secured Notes pursuant to this Plan and who are able to receive the New
Secured Notes through CDS as of the Distribution Record Date, and (ii) if
applicable, delivery on the Effective Date, or as soon as practicable thereafter, of
New Secured Notes in certificated form or in book form (as determined by the
Applicants in consultation with the New Secured Notes Trustee) to any
Noteholder that is entitled to receive New Secured Notes under this Plan, has
withdrawn its Notes from CDS, and holds such Notes in registered form, pursuant
to the registration and delivery instructions provided by each such Noteholder.

(c)

Any Noteholder that has withdrawn its Notes from CDS and holds such Notes in
registered form shall be required to provide registration details for the issuance
and delivery of its New Secured Notes in certificated form or book form to the
Proxy, Information and Exchange Agent by the Early Consent Date (or such later
date as agreed to by the Applicants, acting reasonably). If a Noteholder that is to
receive its New Secured Notes in certificated form or book form pursuant to
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Section 3.1(b) has not provided the required registration details to the Proxy,
Information and Exchange Agent by the Early Consent Date (or such later date as
agreed to by the Applicants, acting reasonably), such Noteholder’s New Secured
Notes shall be issued to the Proxy, Information and Exchange Agent in the form
of a separate note certificate (or such other form as agreed to with the New
Secured Notes Trustee) to the Proxy, Information and Exchange Agent for the
benefit of the Noteholder until such time as the Noteholder provides the required
registration details.
3.2

Delivery of New Common Shares
(a)

On the Effective Date, all New Common Shares issued in connection with this
Plan shall be deemed to be duly authorized, validly issued, fully paid and nonassessable.

(b)

On the Effective Date, SES shall deliver a treasury direction to the Transfer Agent
that directs the Transfer Agent to issue all of the New Common Shares to be
issued and distributed under this Plan and direct the Transfer Agent to use its
commercially reasonable efforts to cause the New Common Shares under this
Plan to be distributed by no later than the second Business Day following the
Effective Date (or such other date as the Applicants and the Majority Initial
Consenting Noteholders may agree, each acting reasonably).

(c)

The delivery of New Common Shares issued pursuant to this Plan shall be made
(i) in respect of Noteholders that are entitled to receive New Common Shares
under this Plan and who are able to receive New Common Shares though CDS as
of the Distribution Date, through the facilities of CDS to Intermediaries who, in
turn, will make delivery of the New Common Shares to the ultimate beneficial
recipients thereof pursuant to standing instructions and customary practices of
CDS, or (ii) in respect of any Noteholder that is entitled to receive New Common
Shares under this Plan, has withdrawn its Notes from CDS, and holds such Notes
in registered form, by providing either (A) Direct Registration System advices or
confirmations or (B) certificated shares, as elected by such holder in consultation
with SES, in the name of the applicable recipient thereof (or its Intermediary) and
registered electronically in SES’ records, which will be maintained by the
Transfer Agent.

(d)

The aggregate number of New Common Shares to be issued pursuant to this Plan
(the “Aggregate Number of New Common Shares”) shall equal 8,465,678,
based on there being 60,952,885 Existing Shares issued and outstanding
immediately prior to the Effective Time that shall, pursuant to the Share
Consolidation, be consolidated on a 12 for 1 basis into 5,079,407 Common
Shares, subject to Section 4.2(a); provided that the Aggregate Number of New
Common Shares shall equal 62.5% of the Common Shares on a fully diluted basis
(including, for certainty, the New Common Shares) issued and outstanding
immediately prior to the Effective Time. If the number of Existing Shares
outstanding immediately prior to the Effective Time is not 60,952,885, then the
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Aggregate Number of New Common Shares shall be amended proportionately by
SES, with the consent of the Majority Initial Consenting Noteholders, each acting
reasonably, to reflect the aggregate number of Existing Shares actually issued and
outstanding immediately prior to the Effective Time.
3.3

Delivery of Post-Share Consolidation Common Shares

After the Effective Date and following delivery to the Transfer Agent of a duly completed and
executed Letter of Transmittal and such additional documents and instruments as the Transfer
Agent may require, each registered Shareholder shall be entitled to receive in exchange therefor,
and the Transfer Agent shall deliver to such Shareholder, Direct Registration Statement advices
evidencing the post-Share Consolidation Common Shares, or certificated post-Share
Consolidation Common Shares, to which the Shareholder’s Existing Shares are and are deemed
to be consolidated pursuant to this Plan.
3.4

3.5

No Liability in respect of Deliveries
(a)

None of the Applicants, nor their respective directors or officers, shall have any
liability or obligation in respect of any deliveries, directly or indirectly, from, as
applicable, (i) the Notes Trustee, (ii) the New Secured Notes Trustee, (iii) CDS,
or (iv) the Intermediaries, in each case to the ultimate beneficial recipients of any
consideration payable or deliverable by the Applicants pursuant to this Plan.

(b)

The Notes Trustee shall not incur, and is hereby released from, any liability as a
result of carrying out any provisions of this Plan and any actions related or
incidental thereto, save and except for any gross negligence or wilful misconduct
on its part (as determined by a final, non-appealable judgment of the Court). On
the Effective Date after the completion of the transactions set forth in Section 4.4,
all duties and responsibilities of the Notes Trustee arising under or related to the
Notes shall be discharged except to the extent required in order to effectuate this
Plan.

Surrender and Cancellation of Notes

On the Effective Date, CDS (or its nominee) (as registered holder of the Notes on behalf of the
Noteholders) and each other Person who holds Notes in registered form on the Effective Date
shall surrender, or cause the surrender of, the certificate(s) representing the Notes to the Notes
Trustee for cancellation in exchange for the consideration payable to Noteholders pursuant to
Section 2.1.
3.6

Application of Plan Distributions

All amounts paid or payable hereunder on account of the Noteholder Claims (including, for
greater certainty, any securities received hereunder) shall be applied as follows: (i) first, in
respect of the principal amount of the Notes to which such Noteholder Claims relate, and
(ii) second, in respect of the accrued but unpaid interest on the Notes to which such Noteholder
Claims relate.

13

3.7

Withholding Rights

The Applicants shall be entitled to deduct and withhold from any consideration or other amount
deliverable or otherwise payable to any Person hereunder such amounts as the Applicants may be
required or permitted to deduct or withhold with respect to such payment under the Income Tax
Act (Canada), or any provision of any applicable federal, provincial, state, local or foreign tax
law or treaty, in each case, as amended. To the extent that amounts are so deducted or withheld,
such deducted or withheld amounts shall be treated for all purposes hereof as having been paid to
the relevant Person in respect of which such deduction and withholding was made, provided that
such deducted or withheld amounts are actually remitted to the appropriate Governmental Entity.
ARTICLE 4
IMPLEMENTATION
4.1

Corporate Authorizations

The adoption, execution, delivery, implementation and consummation of all matters
contemplated under this Plan involving corporate action of any of the Applicants will occur and
be effective as of the Effective Date (or such other date as may be expressly set forth in this Plan
or as the Applicants and the Majority Initial Consenting Noteholders may agree, each acting
reasonably), and will be authorized and approved under this Plan and by the Court, where
appropriate, as part of the Final Order, in all respects and for all purposes without any
requirement of further action by shareholders, directors or officers of the Applicants. All
necessary approvals to take actions shall be deemed to have been obtained from the directors or
the shareholders of the Applicants, as applicable.
4.2

Fractional Interests
(a)

No fractional Common Shares shall be issued under this Plan, including any
fractional interests created as a result of the Share Consolidation, and fractional
share interests shall not entitle the owner thereof to vote or to any other rights of a
holder of Common Shares. Any legal, equitable, contractual or any other rights or
claims (whether actual or contingent, and whether or not previously asserted) of
any Person with respect to fractional Common Shares pursuant to this Plan shall
be rounded down to the nearest whole number of Common Shares without
compensation therefor.

(b)

The New Secured Notes issued pursuant to this Plan shall each be issued in
minimum increments of $1.00, and the amount of New Secured Notes that each
Noteholder shall be entitled to under this Plan shall in each case be rounded down
to the nearest multiple of $1.00 without compensation therefor.

(c)

All payments made in cash pursuant to this Plan shall be made in minimum
increments of $0.01, and the amount of any payments to which a Person may be
entitled to under this Plan shall be rounded down to the nearest multiple of $0.01.
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4.3

Share Consolidation

Immediately prior to the Effective Time, SES shall file articles of amendment pursuant to
sections 173(1)(f) and 176(1)(c) of the ABCA giving effect to a consolidation of the Existing
Shares (the “Share Consolidation”) on the basis of one post-consolidation Common Share for
every 12 pre-consolidation Common Shares, with any fractional interests in the consolidated
Common Shares cancelled without payment of any consideration therefor. In accordance with
the ABCA, immediately following the completion of the Share Consolidation, the stated capital
of the Common Shares shall be equal to the stated capital of the Common Shares immediately
prior to the Share Consolidation.
4.4

Effective Date Transactions

Commencing at the Effective Time, the following events or transactions will occur, or be
deemed to have occurred and be taken and effected, in the following order in five minute
increments (unless otherwise indicated) and at the times set out in this Section 4.4 (or in such
other manner or order or at such other time or times as the Applicants and the Majority Initial
Consenting Noteholders may agree, each acting reasonably), without any further act or formality
required on the part of any Person, except as may be expressly provided herein:
(a)

The following shall occur concurrently:
(i)

the New Secured Notes Issuers and the New Secured Notes Trustee shall
enter into the New Secured Notes Indenture together with all related
documentation (including applicable security documentation) as agreed by
the Applicants and the Majority Initial Consenting Noteholders, each acting
reasonably;

(ii)

in exchange for the Notes, and in full and final settlement of the Noteholder
Claims:
(A)

SES shall issue and pay to each Noteholder such Noteholder’s
Noteholder Pro Rata Share of the New Common Share Pool, which
shares shall be issued and paid by SES on behalf of and for the
benefit of the Notes Issuers in the following proportions: (1) the
percentage of the New Common Shares issued and paid on behalf
of and for the benefit of Source Holdings is equal to the percentage
obtained by dividing (x) the aggregate principal amount owing
under the Notes that was advanced to Source Holdings by (y) the
aggregate principal amount owing under the Notes (such
percentage, the “Source Holdings Percentage”); and (2) the
percentage of the New Common Share Pool issued and paid on
behalf of and for the benefit of Source LP is equal to the
percentage that is equal to 100% minus the Source Holdings
Percentage (such percentage, the “Source LP Percentage”);
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(B)

the Notes Issuers shall issue and pay to each Noteholder such
Noteholder’s Noteholder Pro Rata Share of the New Secured Notes
Pool;

(C)

the Notes Issuers shall issue and pay to each Consenting
Noteholder such Consenting Noteholder’s Consenting Noteholder
Pro Rata Share of the Early Consent Notes Pool;

(D)

Source LP shall issue to SES such number of additional Class B
Units in its capital having an aggregate fair market value at that
time equal to the fair market value on the Effective Date of the
New Common Shares issued to Noteholders pursuant to Section
4.4(a)(ii)(A), which additional Class B Units shall be issued to SES
in consideration for SES issuing and delivering New Common
Shares to the Noteholders on behalf of and for the benefit of the
Notes Issuers pursuant to Section 4.4(a)(ii)(A); and

(E)

Source Holdings shall issue to Source LP such number of
additional common shares in its capital having an aggregate fair
market value at that time equal to the fair market value on the
Effective Date of the New Common Shares issued by SES on
behalf of and for the benefit of Source Holdings pursuant to
Section 4.4(a)(ii)(A), which additional common shares shall be
issued to Source LP in consideration for Source LP issuing to SES
such portion of the additional Class B Units in its capital pursuant
to Section 4.4(a)(ii)(D) as is equal to the fair market value on the
Effective Date of the New Common Shares issued by SES on
behalf of and for the benefit of Source Holdings pursuant to
Section 4.4(a)(ii)(A);

and the price for which the Notes are exchanged under this Plan shall be equal to
the aggregate principal amount of the New Secured Notes and the fair market
value of the New Common Shares issued pursuant to Section 4.4(a)(ii)(A).
(b)

In respect of the transactions contemplated by Section 4.4(a):
(i)

SES shall add an amount to the stated capital account maintained in
respect of the New Common Shares equal to the fair market value on the
Effective Date of the New Common Shares issued to Noteholders pursuant
to Section 4.4(a)(ii)(A);

(ii)

Source LP shall record a contribution made by SES to Source LP in
respect of, and as a result of the issuance of, the additional Class B Units
pursuant to Section 4.4(a)(ii)(D) equal to the fair market value on the
Effective Date of the New Common Shares issued to Noteholders pursuant
to Section 4.4(a)(ii)(A); and
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(iii)

(c)

Source Holdings shall add an amount to the stated capital account
maintained in respect of its common shares equal to the fair market value
on the Effective Date of the New Common Shares issued by SES on
behalf of and for the benefit of Source Holdings pursuant to Section
4.4(a)(ii)(A).

Concurrently with the transactions contemplated by Section 4.4(a):
(i)

the Noteholder Claims shall, and shall be deemed to be, irrevocably and
finally extinguished and the Noteholders shall have no further right, title
or interest in and to the Notes or their respective Noteholder Claims; and

(ii)

the Notes, the Notes Indenture, and any and all other Notes Documents
shall be cancelled, provided that (A) the Notes Indenture shall remain in
effect solely to allow the Notes Trustee to make the distributions set forth
in this Plan, and (B) the indemnity and liability protection provisions in
favour of the Notes Trustee under the Notes Indenture which by their
terms survive the termination of the Notes Indenture shall remain in effect
notwithstanding the termination of the Notes Indenture;

(d)

The releases referred to in Section 5.1 shall become effective.

(e)

Unless otherwise agreed by SES and the Majority Initial Consenting Noteholders,
such number of the directors of SES immediately prior to the Effective Time as
agreed to by SES and the Majority Initial Consenting Noteholders shall have
resigned or be deemed to have resigned and the New Directors shall be deemed to
have been appointed.

(f)

One hour after the step set forth in Section 4.4(e), Source Holdings and Source
Arrangeco shall be, and shall be deemed to be, amalgamated and continued as one
corporation (“Amalgamated Holdings”) under the CBCA in accordance with the
following:
(i)

Name. The name of Amalgamated Holdings shall be “Source Energy
Services Canada Holdings Ltd.”;

(ii)

Registered Office. The registered office of Amalgamated Holdings shall
be located in the City of Calgary in the Province of Alberta. The address
of the registered office of Amalgamated Holdings shall be 500, 438 – 11th
Ave. SE, Calgary, Alberta, T2G 0Y4;

(iii)

Restrictions on Business. There shall be no restrictions on the business
that Amalgamated Holdings may carry on;

(iv)

Articles. The articles of Source Holdings, as in effect immediately prior to
the Amalgamation, shall be deemed to be the articles of Amalgamated
Holdings;
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(v)

Directors. Amalgamated Holdings shall have a minimum of one director
and a maximum of 15 directors, until changed in accordance with the
CBCA. Until changed by shareholders of Amalgamated Holdings, or by
the directors of Amalgamated Holdings in accordance with the CBCA, the
directors of Source Holdings, as in effect immediately prior to the
Amalgamation, shall be deemed to be the directors of Amalgamated
Holdings;

(vi)

Shares. All shares of Source Arrangeco shall be cancelled without any
repayment of capital in respect thereof; no shares will be issued by
Amalgamated Holdings in connection with the Amalgamation and all
shares of Source Holdings prior to the Amalgamation shall be unaffected
and shall continue as shares of Amalgamated Holdings;

(vii)

Stated Capital. The stated capital account of the shares of Amalgamated
Holdings will be equal to the stated capital account in respect of the
common shares of Source Holdings immediately prior to the
Amalgamation;

(viii)

By-laws. The by-laws of Source Holdings, as in effect immediately prior
to the Amalgamation, shall be deemed to be the by-laws of Amalgamated
Holdings;

(ix)

Effect of Amalgamation. The provisions of subsection 186(a) to (g) of
the CBCA shall apply to the Amalgamation with the result that:
(A)

the amalgamation of the amalgamating corporations and their
continuance as one corporation becomes effective;

(B)

the property of each amalgamating corporation continues to be the
property of Amalgamated Holdings;

(C)

Amalgamated Holdings continues to be liable for the obligations of
each amalgamating corporation;

(D)

an existing cause of action, claim or liability to prosecution is
unaffected;

(E)

a civil, criminal or administrative action or proceeding pending by
or against an amalgamating corporation may be continued to be
prosecuted by or against Amalgamated Holdings;

(F)

a conviction against, or ruling, order or judgment in favour of or
against, an amalgamating corporation may be enforced by or
against Amalgamated Holdings; and

(G)

the Articles of Arrangement are deemed to be the articles of
incorporation of Amalgamated Holdings and the Certificate of
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Arrangement is deemed to be the certificate of incorporation of
Amalgamated Holdings.
ARTICLE 5
RELEASES
5.1

Release of Released Parties

At the applicable time pursuant to Section 4.4, each of the Released Parties shall be released and
discharged from all present and future actions, causes of action, damages, judgments, executions,
obligations, liabilities and Claims of any kind or nature whatsoever arising on or prior to the
Effective Date in connection with the Notes, the Notes Indenture, the Notes Documents, the
Existing Shares, the Support Agreement, the Arrangement, the Arrangement Agreement, this
Plan, the CBCA Proceedings and any other proceedings commenced with respect to or in
connection with this Plan, the transactions contemplated hereunder, and any other actions or
matters related directly or indirectly to the foregoing, provided that nothing in this paragraph
shall release or discharge (i) any of the Released Parties from or in respect of their respective
obligations under this Plan, the New Secured Notes, the New Common Shares, or any Order or
document ancillary to any of the foregoing, or (ii) any Released Party from liabilities or claims
attributable to such Released Party’s fraud, gross negligence or wilful misconduct, as determined
by the final, non-appealable judgment of the Court. The foregoing release shall not be construed
to prohibit a party in interest from seeking to enforce the terms of this Plan or any contract or
agreement entered into pursuant to, in connection with or contemplated by this Plan.
5.2

Injunctions

All Persons are permanently and forever barred, estopped, stayed and enjoined, on and after the
Effective Date, with respect to any and all Released Claims, from (i) commencing, conducting or
continuing in any manner, directly or indirectly, any action, suits, demands or other proceedings
of any nature or kind whatsoever of any Person against the Released Parties, as applicable;
(ii) enforcing, levying, attaching, collecting or otherwise recovering or enforcing by any manner
or means, directly or indirectly, any judgment, award, guarantee, decree or order against the
Released Parties; (iii) creating, perfecting, asserting or otherwise enforcing, directly or indirectly,
any lien or encumbrance of any kind against the Released Parties or their property; or (iv) taking
any actions to interfere with the implementation or consummation of this Plan or the transactions
contemplated hereunder; provided, however, that the foregoing shall not apply to the
enforcement of any obligations under this Plan or any document, instrument or agreement
executed to implement this Plan.
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ARTICLE 6
CONDITIONS PRECEDENT AND IMPLEMENTATION
6.1

Conditions to Plan Implementation

The implementation of this Plan shall be conditional upon the fulfillment, satisfaction or waiver
(to the extent permitted by Section 6.2) of the following conditions:

6.2

(a)

The Court shall have granted the Final Order, the implementation, operation or
effect of which shall not have been stayed or vacated;

(b)

The Final Order shall not have been varied in a manner not acceptable to the
Applicants and the Majority Initial Consenting Noteholders or be subject to
pending appeal;

(c)

No Law shall have been passed and become effective, the effect of which makes
the consummation of this Plan illegal or otherwise prohibited;

(d)

Any steps, actions or resolutions that may be required in order to proportionately
adjust the Incentive Plans to reflect the Share Consolidation shall be completed,
effective concurrently with the step in Section 4.3 of this Plan, in form and
substance satisfactory to SES and the Majority Initial Consenting Noteholders,
each acting reasonably; and

(e)

All conditions to implementation of this Plan set out in the Noteholder Support
Agreement shall have been satisfied or waived in accordance with the terms of the
Noteholder Support Agreement.

Waiver of Conditions

The Applicants and the Majority Initial Consenting Noteholders may at any time and from time
to time waive the fulfillment or satisfaction, in whole or in part, of the conditions set out herein,
to the extent and on such terms as such parties may agree, each acting reasonably, provided
however that the conditions set out in Sections 6.1(a) and 6.1(c) cannot be waived.
6.3

Effectiveness

This Plan will become effective in the sequence described in Section 4.4 on the filing of the
Articles of Arrangement and the issuance of the Certificate of Arrangement, and shall be binding
on and enure to the benefit of the Applicants, the Noteholders, the Notes Trustee, the
Shareholders, the Released Parties and all other Persons named or referred to in, or subject to,
this Plan and their respective successors and assigns and their respective heirs, executors,
administrators and other legal representatives, successors and assigns. The Articles of
Arrangement shall be filed and the Certificate of Arrangement shall be issued in each case with
respect to the Arrangement in its entirety. The Certificate of Arrangement shall be conclusive
evidence that the Arrangement has become effective and that each of the provisions in
Section 4.4 has become effective in the sequence set forth therein. No portion of this Plan shall
take effect with respect to any party or Person until the Effective Time.
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6.4

Effect of Non-Occurrence of Conditions to Plan Implementation

If the Effective Date does not occur on or before the termination of the Noteholder Support
Agreement in respect of all Initial Consenting Noteholders party thereto, then (a) this Plan shall
be null and void in all respects; (b) any settlement or compromise embodied in this Plan, and any
document or agreement executed pursuant to this Plan shall be deemed null and void; and (c) the
Notes Issuers’ obligations with respect to the Notes, the Notes Documents and the Noteholder
Claims shall remain unchanged and nothing contained in this Plan shall constitute or be deemed
a waiver or release of any Noteholder Claims.
ARTICLE 7
GENERAL
7.1

Deemed Consents, Waivers and Agreements

At the Effective Time:

7.2

(a)

each Noteholder and each Shareholder shall be deemed to have consented and
agreed to all of the provisions of this Plan in its entirety;

(b)

each Applicant, Noteholder and Shareholder shall be deemed to have executed
and delivered to the other parties all consents, releases, assignments and waivers,
statutory or otherwise, required to implement and carry out this Plan in its
entirety; and

(c)

all consents, releases, assignments and waivers, statutory or otherwise, required
from any Person to implement and carry out this Plan in its entirety shall be
deemed to have been executed and delivered to the Applicants.

Waiver of Defaults

From and after the Effective Time, all Persons named or referred to in, or subject to, this Plan
shall be deemed to have consented and agreed to all of the provisions of this Plan in its entirety.
Without limiting the foregoing, from and after the Effective Time, all Persons shall be deemed to
have:
(a)

waived any and all defaults or events of default, change of control rights or any
non-compliance with any covenant, warranty, representation, term, provision,
condition or obligation, expressed or implied, in any contract, instrument, credit
document, lease, licence, guarantee, agreement for sale or other agreement,
written or oral, in each case relating to, arising out of, or in connection with, the
Notes, the Notes Documents, the Noteholder Support Agreement, the
Arrangement, the Arrangement Agreement, this Plan, the transactions
contemplated hereunder, the CBCA Proceedings and any other proceedings
commenced with respect to or in connection with this Plan and any and all
amendments or supplements thereto. Any and all notices of default and demands
for payment or any step or proceeding taken or commenced in connection with
any of the foregoing shall be deemed to have been rescinded and of no further
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force or effect, provided that nothing shall be deemed to excuse the Applicants
and their respective successors and assigns from performing their obligations
under this Plan or any contract or agreement entered into pursuant to, in
connection with, or contemplated by, this Plan; and
(b)

agreed that if there is any conflict between the provisions of any agreement or
other arrangement, written or oral, existing between such Person and any of the
Applicants prior to the Effective Date and the provisions of this Plan, then the
provisions of this Plan take precedence and priority and the provisions of such
agreement or other arrangement are deemed to be amended accordingly,

provided, however, that notwithstanding any other provision of this Plan, nothing herein shall
affect the obligations of any of the Applicants to any employee thereof in their capacity as such,
including any contract of employment between any Person and any of the Applicants.
7.3

Compliance with Deadlines

The Applicants have the right to waive strict compliance with the Early Consent Deadline (in
consultation with the Initial Consenting Noteholders) and the right to waive strict compliance
with any other deadlines for the submissions of forms or other documentation pursuant to this
Plan, and shall be entitled to waive any deficiencies with respect to any forms or other
documentation submitted pursuant to this Plan.
7.4

Paramountcy

From and after the Effective Date, any conflict between this Plan and the covenants, warranties,
representations, terms, conditions, provisions or obligations, expressed or implied, of any
contract, mortgage, security agreement, indenture, trust indenture, loan agreement, commitment
letter, by-laws or other agreement, written or oral, and any and all amendments or supplements
thereto existing between one or more of the Noteholders or the Notes Trustee and any of the
Applicants with respect to the Notes Documents as at the Effective Date shall be deemed to be
governed by the terms, conditions and provisions of this Plan and the Final Order, which shall
take precedence and priority.
7.5

Deeming Provisions

In this Plan, the deeming provisions are not rebuttable and are conclusive and irrevocable.
7.6

Modification of Plan

Subject to the terms and conditions of the Noteholder Support Agreement:
(a)

the Applicants reserve the right to amend, restate, modify and/or supplement this
Plan at any time and from time to time, provided that (except as provided in
subsection (c) below) any such amendment, restatement, modification or
supplement must be contained in a written document that is (i) filed with the
Court and, if made following the Meetings, approved by the Court, and
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(ii) communicated to the Noteholders and Shareholders and the Trustee in the
manner required by the Court (if so required);

7.7

(b)

any amendment, modification or supplement to this Plan may be proposed by the
Applicants at any time prior to or at the Meetings, with or without any prior notice
or communication (other than as may be required under the Interim Order), and if
so proposed and accepted at the Meetings, shall become part of this Plan for all
purposes; and

(c)

any amendment, modification or supplement to this Plan may be made following
the Meetings by the Applicants, without requiring filing with, or approval of, the
Court, provided that it concerns a matter that is of an administrative nature and is
required to better give effect to the implementation of this Plan and is not
materially adverse to the financial or economic interests of any of the Noteholders
or Shareholders.

Notices

Any notice or other communication to be delivered hereunder must be in writing and refer to this
Plan and may, as hereinafter provided, be made or given by personal delivery, ordinary mail or
email addressed to the respective parties as follows:
(a)

if to the Applicants, at:
Source Energy Services Ltd.
c/o Goodmans LLP
333 Bay Street, Suite 3400
Toronto, Ontario
M5H 2S7
Attention:
Email:

(b)

Robert J. Chadwick and Bradley Wiffen
rchadwick@goodmans.ca
bwiffen@goodmans.ca

if to any of the Initial Consenting Noteholders, at:
Bennett Jones LLP
3400 One First Canadian Place
Toronto, ON, M5X 1A4
Attention:
Email:

(c)

Kevin Zych and Sean Zweig
zychk@bennettjones.com
zweigs@bennettjones.com

If to any Consenting Noteholder that is not an Initial Consenting Noteholder, at
the address set forth for such party on its signature page the Noteholder Support
Agreement,
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or to such other address as any party above may from time to time notify the others in
accordance with this Section 7.7. In the event of any strike, lock-out or other event that
interrupts postal service in any part of Canada, all notices and communications during such
interruption may only be given or made by personal delivery or by email and any notice or other
communication given or made by prepaid mail within the five (5) Business Day period
immediately preceding the commencement of such interruption, unless actually received, shall
be deemed not to have been given or made. Any such notices and communications so given or
made shall be deemed to have been given or made and to have been received on the day of
delivery if delivered, or on the day of emailing, provided that such day in either event is a
Business Day and the communication is so delivered or emailed before 5:00 p.m. on such day.
Otherwise, such communication shall be deemed to have been given and made and to have been
received on the next following Business Day. The unintentional failure by the Applicants to give
a notice contemplated hereunder to any particular Noteholder or Shareholder shall not invalidate
this Plan or any action taken by any Person pursuant to this Plan.
7.8

Consent of Initial Consenting Noteholders

For the purposes of this Plan, any matter requiring the agreement, waiver, consent or approval of
the Initial Consenting Noteholders or the Majority Initial Consenting Noteholders shall be
deemed to have been agreed to, waived, consented to or approved by such Initial Consenting
Noteholders or Majority Initial Consenting Noteholders, as applicable, if such matter is agreed
to, waived, consented to or approved in writing by any of the Initial Consenting Noteholder
Advisors on behalf of the Initial Consenting Noteholders or Majority Initial Consenting
Noteholders, as applicable, provided that such Initial Consenting Noteholder Advisor confirms in
writing (which can be by way of e-mail) that it is providing such agreement, consent, waiver or
approval on behalf of the Initial Consenting Noteholders or Majority Initial Consenting
Noteholders, as applicable.
7.9

Further Assurances

Notwithstanding that the transactions and events set out herein will occur and be deemed to
occur in the order set out in this Plan without any further act or formality, subject to the terms of
the Noteholder Support Agreement, each of the Persons named or referred to in, affected by or
subject to, this Plan will make, do and execute, or cause to be made, done and executed, all such
further acts, deeds, agreements, transfers, assurances, instruments or documents as may
reasonably be required by any of them to carry out the full intent and meaning of this Plan and to
give effect to the transactions contemplated herein.
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APPENDIX C
NOTEHOLDERS ARRANGEMENT RESOLUTION

C-103

NOTEHOLDERS ARRANGEMENT RESOLUTION
“BE IT RESOLVED, that:
1. the arrangement (as the same may be, or may have been, amended, modified or
supplemented, the “Arrangement”) pursuant to Section 192 of the Canada Business
Corporations Act (the “CBCA”) of Source Energy Services Ltd. (the “Corporation”),
12406365 Canada Inc. (“Source Arrangeco”), Source Energy Services Canada LP
(“Source Canada LP”) and Source Energy Services Canada Holdings Ltd. (“Source
Holdings”) as more particularly described and set forth in the Plan of Arrangement set
forth in Appendix A to the management information circular of the Corporation dated
November 2, 2020 (the “Information Circular”), be and is hereby authorized, approved
and adopted;
2. the Plan of Arrangement, as it has been or may be amended, modified or supplemented in
accordance with the Plan of Arrangement, is hereby authorized, approved and adopted;
3. the arrangement agreement (as the same may be, or may have been, amended, modified or
supplemented, the “Arrangement Agreement”) dated October 22, 2020 between the
Corporation, Source Arrangeco, Source Canada LP and Source Holdings, set forth in
Appendix B to the Information Circular, is hereby authorized and approved and the action
of the directors of the Corporation in approving the Arrangement Agreement and the
Arrangement and the actions of the directors of the Corporation in executing and delivering
the Arrangement Agreement and causing the performance by the Corporation of its
obligations thereunder, is hereby ratified, authorized and approved;
4. notwithstanding the passing of this resolution or the passing of similar resolutions or the
approval of the Court of Queen’s Bench of Alberta, the board of directors of the
Corporation, without further notice to, or approval of, the securityholders and/or
debtholders of the Corporation, are hereby authorized and empowered to: (i) amend the
Arrangement Agreement, the Support Agreements (as such term is defined in the
Information Circular) or the Plan of Arrangement, to the extent permitted by their
respective terms; and (ii) subject to the terms of the Arrangement Agreement, the Support
Agreements and the Plan of Arrangement, to determine not to proceed with the
Arrangement at any time prior to the Arrangement becoming effective pursuant to the
provisions of the CBCA;
5. any one director or officer of the Corporation be and is hereby authorized and directed, for
and on behalf of the Corporation (whether under corporate seal or otherwise), to execute
and deliver, or cause to be executed and delivered, articles of arrangement and any and all
other documents, agreements and instruments and to perform, or cause to be performed, all
such other acts and things, as in such person’s opinion may be necessary or desirable to
give full effect to these resolutions and the matters authorized hereby, including the
transactions required and/or contemplated by the Arrangement, such determination to be
conclusively evidenced by the execution and delivery of such documents or other
instruments or the doing of any such act or thing; and

6. notwithstanding the foregoing, the directors of the Corporation are hereby authorized,
without further approval of or notice, but subject to the Support Agreements and the Plan
of Arrangement, to revoke this special resolution.”

APPENDIX D
SHARE CONSOLIDATION RESOLUTION
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SHARE CONSOLIDATION RESOLUTION
“BE IT RESOLVED, as a special resolution that:
1. Source Energy Services Ltd. (the “Corporation”) is authorized to file articles of
amendment under the Business Corporations Act (Alberta) to consolidate all of the issued
and outstanding Common Shares of the Corporation on the basis of one postconsolidation Common Share for every 12 pre-consolidation Common Shares, with any
fractional interests in the consolidated Common Shares cancelled without payment of any
consideration therefor;
2. notwithstanding the passing of this resolution or the passing of similar resolutions, the
board of directors of the Corporation (“Board”), without further notice to, or approval of,
the securityholders and/or debtholders of the Corporation, are hereby authorized and
empowered to revoke this special resolution at any time prior to the completion
thereof, notwithstanding the approval by the Shareholders of same, if determined,
in the Board’s sole discretion to be in the best interest of the Corporation; and
3. any director or officer of the Corporation is authorized to do all acts and things, to execute
and deliver all agreements, documents and instructions, to give all notices and to
deliver, file and distribute all documents and information which such director or
officer determines to be necessary or desirable in connection with or to give effect to
and carry out these resolutions.”
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APPENDIX E
SHAREHOLDERS ARRANGEMENT RESOLUTION
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SHAREHOLDERS ARRANGEMENT RESOLUTION
“BE IT RESOLVED, as a special resolution that:
1. the arrangement (as the same may be, or may have been, amended, modified or
supplemented, the “Arrangement”) pursuant to Section 192 of the Canada Business
Corporations Act (the “CBCA”) of Source Energy Services Ltd. (the “Corporation”),
12406365 Canada Inc. (the “Source Arrangeco”), Source Energy Services Canada LP
(“Source Canada LP”) and Source Energy Services Canada Holdings Ltd. (“Source
Holdings”) as more particularly described and set forth in the Plan of Arrangement set
forth in Appendix A to the management information circular of the Corporation dated
November 2, 2020 (the “Information Circular”), be and is hereby authorized, approved
and adopted;
2. the Plan of Arrangement, as it has been or may be amended, modified or supplemented in
accordance with the Plan of Arrangement, is hereby authorized, approved and adopted;
3. the arrangement agreement (as the same may be, or may have been, amended, modified or
supplemented, the “Arrangement Agreement”) dated October 22, 2020 between the
Corporation, Source Arrangeco, Source Canada LP and Source Holdings, set forth in
Appendix B to the Information Circular, is hereby authorized and approved and the action
of the directors of the Corporation in approving the Arrangement Agreement and the
Arrangement and the actions of the directors of the Corporation in executing and delivering
the Arrangement Agreement and causing the performance by the Corporation of its
obligations thereunder, is hereby ratified, authorized and approved;
4. notwithstanding the passing of this resolution or the passing of similar resolutions or the
approval of the Court of Queen’s Bench of Alberta, the board of directors of the
Corporation, without further notice to, or approval of, the securityholders and/or
debtholders of the Corporation, are hereby authorized and empowered to: (i) amend the
Arrangement Agreement, the Support Agreements (as such term is defined in the
Information Circular) or the Plan of Arrangement, to the extent permitted by their
respective terms; and (ii) subject to the terms of the Arrangement Agreement, the Support
Agreements and the Plan of Arrangement, to determine not to proceed with the
Arrangement at any time prior to the Arrangement becoming effective pursuant to the
provisions of the CBCA;
5. in connection with the Arrangement, the issuance of common shares of the Corporation
which (i) exceeds 25% of the issued and outstanding equity securities and are to be issued
at a price that is less than the market price and (ii) will be issued at a price per share that is
lower than the discount to the market price permitted by the Toronto Stock Exchange,
subject to a maximum issuance of 8,500,000 common shares (being 8,465,678 common
shares that are expected to be issued pursuant to the Arrangement, plus 34,322 common
shares (representing a 0.41% increase) as an administrative cushion), is hereby approved;
6. any one director or officer of the Corporation be and is hereby authorized and directed, for
and on behalf of the Corporation (whether under corporate seal or otherwise), to execute
and deliver, or cause to be executed and delivered, articles of arrangement and any and all

other documents, agreements and instruments and to perform, or cause to be performed, all
such other acts and things, as in such person’s opinion may be necessary or desirable to
give full effect to these resolutions and the matters authorized hereby, including the
transactions required and/or contemplated by the Arrangement, such determination to be
conclusively evidenced by the execution and delivery of such documents or other
instruments or the doing of any such act or thing; and
7. notwithstanding the foregoing, the directors of the Corporation are hereby authorized,
without further approval of or notice, but subject to the Support Agreements and the Plan
of Arrangement, to revoke this special resolution.”
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APPENDIX F
STATED CAPITAL REDUCTION RESOLUTION

F-103

STATED CAPITAL REDUCTION RESOLUTION
“BE IT RESOLVED, as a special resolution that:
1. pursuant to subsection 38(1) of the Business Corporations Act (Alberta), the stated capital
in respect of the common shares of Source Energy Services Ltd. (the “Corporation”) be
reduced to $10,000,000, without any payment thereon;
2. any one director or officer of the Corporation be and is hereby authorized and directed, for
and on behalf of the Corporation (whether under corporate seal or otherwise), to execute
and deliver, or cause to be executed and delivered, any and all documents, agreements and
instruments and to perform, or cause to be performed, all such other acts and things, as in
such person’s opinion may be necessary or desirable to give full effect to these resolutions
and the matters authorized hereby, such determination to be conclusively evidenced by the
execution and delivery of such documents or other instruments or the doing of any such
act or thing; and
3. notwithstanding the foregoing, the directors of the Corporation are hereby authorized,
without further approval of or notice to revoke this special resolution.”

APPENDIX G
INTERIM ORDER
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APPENDIX H
ORIGINATING APPLICATION
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Clerk’s Stamp

COURT FILE NUMBER
COURT

COURT OF QUEEN’S BENCH OF ALBERTA

JUDICIAL CENTRE

CALGARY

MATTER

IN THE MATTER OF SECTION 192 OF THE CANADA
BUSINESS CORPORATIONS ACT, R.S.C. 1985, c. C-44,
AS AMENDED, AND RULES 14.05(2) AND 14.05(3) OF
THE RULES OF CIVIL PROCEDURE
AND IN THE MATTER OF A PROPOSED
ARRANGEMENT INVOLVING 12406365 CANADA INC.,
SOURCE ENERGY SERVICES LTD., SOURCE ENERGY
SERVICES CANADA LP, AND SOURCE ENERGY
SERVICES CANADA HOLDINGS

APPLICANTS

12406365 CANADA INC., SOURCE ENERGY SERVICES
LTD., SOURCE ENERGY SERVICES CANADA LP, AND
SOURCE ENERGY SERVICES CANADA HOLDINGS
LTD.

DOCUMENT

ORIGINATING APPLICATION

CONTACT
INFORMATION OF
PARTY FILING THIS
DOCUMENT

GOODMANS LLP
Barristers & Solicitors
3400-333 Bay Street
Toronto, Ontario
Attention:
Robert J. Chadwick and Bradley Wiffen
Telephone:
416-979-2211
Fax:
416-979-1234
Email:
rchadwick@goodmans.ca /
bwiffen@goodmans.ca

-2NOTICE TO THE RESPONDENTS
This application is made against you. You are a respondent.
You have the right to state your side of this matter before the Court.
To do so, you must be in Court when the application is heard as shown below:
Date:
Time:
Where:
Before:

October 26, 2020
11:00 a.m.
Calgary Courts Centre, 601 – 5th Street S.W., Calgary
Virtual Courtroom 61
https://albertacourts.webex.com/meet/virtual.courtroom61
The Honourable Associate Chief Justice Rooke

Go to the end of this document to see what you can do and when you must do it.
Basis For This Claim:
12406365 Canada Inc. (“Source Arrangeco”), Source Energy Services Ltd. (“SES”),
Source Energy Services Canada Holdings Ltd. (“Source Holdings”), and Source Energy
Services Canada LP (“Source LP” and, together with Source Arrangeco, SES and
Source Holdings, the “Applicants”) state that:
1.

Capitalized terms used but not otherwise defined herein shall have the respective
meanings ascribed to them in the Affidavit of Brad Thomson, sworn October 23,
2020 (the “Thomson Affidavit”).

2.

Source Arrangeco and Source Holdings are corporations existing under the
Canada Business Corporations Act, R.S.C. 1985, c. C-44, as amended (the
“CBCA”).

3.

SES is a corporation existing under the Business Corporations Act, R.S.A. 2000,
c. B-9 (the “ABCA”).

4.

The Applicants seek approval of this Honourable Court pursuant to section 192 of
the CBCA of an arrangement (the “Arrangement”). The Arrangement will be
effected by way of a plan of arrangement involving the Applicants (the “Plan of
Arrangement”). The Plan of Arrangement is attached as Appendix “A” to the
Circular, a draft of which is attached as Exhibit “A” to the Thomson Affidavit.

-35.

It is impracticable to effect the result contemplated by the Arrangement under any
provision of the CBCA other than section 192.

6.

All statutory requirements under section 192 of the CBCA have been or will have
been satisfied by the hearing of the within Application for the Final Order.

7.

This Originating Application has been put forward in good faith and is in the best
interests of the Applicants and their stakeholders.

8.

The Final Order of this Honourable Court approving the Arrangement will, if
granted, serve as the basis for an exemption from the prospectus and registration
requirements of provincial securities legislation and the United States Securities
Act of 1933, as amended, pursuant to section 3(a)(10) thereof, with respect to the
issuance of the New Secured Notes and New Common Shares in exchange for
the Notes pursuant to the Plan of Arrangement.

9.

Notice of this Application has been given to the Director appointed pursuant to
section 260 of the CBCA, as required by subsection 192(5) of the CBCA.

Remedy Sought:
10.

The Applicants respectfully request the following relief:
(a)

an interim order (the “Interim Order”) substantially in the form of the
proposed Interim Order attached hereto as Schedule “A”, among other
things:
(i)

establishing the Record Date of 5:00 p.m. Calgary time on
October 29, 2020;

(ii)

authorizing the calling and holding of a meeting of Noteholders (the
“Noteholders’ Meeting”) to consider and vote upon a resolution
authorizing, adopting and approving, with or without variation, the
Arrangement, and such other business as may properly be brought
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the

Noteholders’

Meeting

or

any

adjournment

or

postponement thereof;
(iii)

authorizing the giving of notice of the Noteholders’ Meeting;

(iv)

authorizing the manner of conducting the vote of the Noteholders’
Meeting, including any adjournment thereof;

(v)

authorizing the calling and holding of a meeting of the Shareholders
(the “Shareholders’ Meeting”) to consider and vote upon
resolutions authorizing, adopting and approving, with or without
variation, the Arrangement, and certain related or ancillary
resolutions, and such other business as may properly be brought
before

the

Shareholders’

Meeting

or

any

adjournment

or

postponement thereof;
(vi)

authorizing the giving of notice of the Shareholders’ Meeting;

(vii)

ordering that pursuant to section 132 of the ABCA, the date by which
SES is required to hold its annual meeting of shareholders is
extended to the date on which the Shareholders’ Meeting is held;

(viii)

authorizing the manner of conducting the vote of the Shareholders’
Meeting, including any adjournment or postponement thereof;

(ix)

authorizing the Applicants to amend the Plan of Arrangement,
Information Circular and Meeting Packages, in accordance with the
terms of the Interim Order;

(x)

establishing the process by which Noteholders can be treated as
Consenting Noteholders;

(xi)

authorizing the Applicants to apply to this Court for a Final Order
approving the Arrangement;
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granting a limited stay of proceedings on the terms set out in the
proposed Interim Order; and

(xiii)

such other matters as may be required for the proper consideration
of the Arrangement;

(b)

a declaration that the terms and conditions of the Arrangement, and the
procedures relating thereto, are fair to Noteholders and Shareholders, both
from a substantive and procedural point of view;

(c)

a Final Order approving the Arrangement pursuant to section 192 of the
CBCA and pursuant to the terms and conditions of the Arrangement;

(d)

a declaration that the Arrangement will, upon the filing of the Articles of
Arrangement under the CBCA and the issuance of a Certificate of
Arrangement under the CBCA, become effective under the CBCA in
accordance with its terms and will be binding on the Applicants;

(e)

an order deeming service of notice of this Application on all parties to be
good and sufficient; and

(f)

such further and other orders, declarations and directions as this
Honourable Court may deem just.

Affidavit or Other Evidence to be Used in Support of this Application:
11.

The Thomson Affidavit.

12.

Affidavit(s) to be sworn on behalf of the Applicants in connection with an
application for the Final Order.

13.

Such further and other material as counsel to the Applicant may advise and this
Honourable Court permits.

Applicable Acts and regulations:
14.

The CBCA.
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The ABCA.

16.

Such further and other Acts and regulations as counsel may advise.

WARNING
You are named as a respondent because you have made or are expected to make an
adverse claim in respect of this originating application. If you do not come to Court
either in person or by your lawyer, the Court may make an order declaring you and all
persons claiming under you to be barred from taking any further proceedings against
the applicant(s) and against all persons claiming under the applicant(s). You will be
bound by any order the Court makes, or another order might be given or other
proceedings taken which the applicant(s) is/are entitled to make without any further
notice to you. If you want to take part in the application, you or your lawyer must attend
in Court on the date and at the time shown at the beginning of this form. If you intend
to give evidence in response to the application, you must reply by filing an affidavit or
other evidence with the Court and serving a copy of that affidavit or other evidence on
the applicant(s) a reasonable time before the application is to be heard or considered.

APPENDIX I
NATIONAL BANK OPINIONS

I-103

October 7, 2020
The Independent Committee of the Board of Directors
Source Energy Services Ltd.
438 – 11th Avenue S.E. Suite 500
Calgary, AB T2G 0Y4
CBCA Opinion
To the Independent Committee of the Board of Directors:
National Bank Financial Inc. (“NBF”, “we”, “our” or “us”) understands that Source Energy
Services Ltd. (together with its affiliates, “Source” or the “Company”) proposes to enter into a
transaction to improve its capital structure and financial position (the “Recapitalization”). We
understand the Recapitalization is proposed to be implemented pursuant to a plan of arrangement
(the “Arrangement”) under Section 192 of the Canada Business Corporations Act (the “CBCA”).
Under the Recapitalization, Source will exchange its 10.5% senior secured first lien notes due
December 15, 2021 (the “Notes”) in the aggregate principal amount of approximately $157.7
million plus accrued and unpaid interest for a combination of: (i) new senior secured first lien notes
due March 15, 2025 (the “New Secured Notes”); and (ii) the issuance of new common shares in
the capital of Source, constituting approximately 62.5% of the common shares outstanding on a
fully diluted basis, immediately following completion of the Recapitalization.
In connection with the Recapitalization, the Company has entered into a support agreement (the
“Noteholder Support Agreement”) with holders of approximately 74% of the principal amount
of the Notes (the “Initial Consenting Noteholders”) and a support agreement (the “Shareholder
Support Agreement”, and together with the Noteholder Support Agreements, the “Support
Agreements”) with Existing Shareholders holding approximately 45% of the common shares in
the capital of Source (the “Supporting Shareholders”). Pursuant to the Support Agreements, the
Initial Consenting Noteholders and the Supporting Shareholders have, among other things and
pursuant to the terms thereof, agreed to support the Recapitalization. The terms of the
Recapitalization will be more fully described in a management information circular (the
“Information Circular”) to be prepared by Source and sent to the existing holders of the Notes
(the “Noteholders”) and the existing holders of common shares in the capital of Source (the
“Existing Shareholders”) in connection with the Recapitalization.
We further understand the Recapitalization will enable Source to access new funding under a $20
million term loan facility (the “BDC Facility”) from the Business Development Bank of Canada
(“BDC”), with participation from the Company’s existing lending syndicate, as contemplated
under a non-binding term sheet executed between the Company and BDC. In addition, the
Recapitalization will enable Source to obtain the support of its lending syndicate through an
amendment to Source’s revolving credit facility (the “Credit Facility”) providing the Company
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amended Credit Facility (the “Amended Credit Facility”). We further understand that the
Recapitalization will result in Existing Shareholders retaining approximately 37.5% of the
outstanding common shares in the capital of Source on a fully-diluted basis following completion
of the Recapitalization.
NBF also understands that implementation of the Recapitalization by way of the Arrangement
remains subject to, among other things, Noteholder approval at a meeting of Noteholders to be
scheduled to consider the Recapitalization (the “Noteholder Meeting”). NBF further understands
that Recapitalization will also require certain approvals of Existing Shareholders under applicable
corporate law and the policies of the Toronto Stock Exchange, which Source intends to seek at a
meeting of Existing Shareholders to be scheduled.
All dollar amounts herein are expressed in Canadian dollars, unless stated otherwise.
Engagement of National Bank Financial Inc.
NBF was formally retained by Source pursuant to an engagement agreement dated effective May
6, 2020 (the “Engagement Agreement”) to provide financial advice to the Company. Under the
terms of the Engagement Agreement, Source has requested that we prepare and deliver to the
independent committee (the “Independent Committee”) of the board of directors of Source (the
“Board of Directors”) this written opinion pursuant to the policy under the CBCA, entitled
“Policy on arrangements – Canada Business Corporations Act, Section 192” (the “CBCA
Opinion”). Additionally, the Company has requested that we prepare and deliver to the
Independent Committee a written opinion as to the fairness, from a financial point of view, of the
Recapitalization to Source (the “Fairness Opinion” and collectively with this CBCA Opinion, the
“Opinions”).
Under the terms of the Engagement Agreement, NBF has been paid an engagement fee, will be
paid a fee for rendering the Opinions, regardless of our conclusions, and will be paid an additional
fee upon the filing of the Information Circular with respect to the Recapitalization or any
alternative recapitalization transaction. In addition, Source has agreed to reimburse us for our
reasonable out-of-pocket expenses and to indemnify us in certain circumstances.
Independence of National Bank Financial Inc.
NBF is not an “insider”, “associate” or “affiliate” (as those terms are defined in the Securities Act
(Ontario) of Source or any of its associates or affiliates (collectively, the “Interested Parties”).
NBF has not been engaged to provide any financial advisory services, nor has it participated in
any financing involving the Interested Parties within the past two years, other than its engagement
to provide the services contemplated by the Engagement Agreement or described herein.
NBF or its affiliates may, in the future, in the ordinary course of their respective businesses,
perform financial advisory or investment banking or other services to Source or any of its
associated or affiliated entities.
NBF acts as a trader and dealer, both as principal and agent, in major financial markets and, as
such, may have had and may in the future have positions in the securities of the Company and,
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from whom it received or may receive compensation. NBF, as an investment dealer, conducts
research on securities and may, in the ordinary course of its business, provide research reports and
investment advice to its clients on investment matters, including with respect to Source and the
Recapitalization.
Credentials of NBF
NBF is a leading Canadian investment dealer whose businesses include corporate finance, mergers
and acquisitions, equity and fixed income sales and trading and investment research.
This CBCA Opinion is the opinion of NBF and the form and content herein has been reviewed and
approved for release by a group of managing directors of NBF, each of whom is experienced in
merger, acquisition, divestiture, valuation, and fairness opinion matters.
Scope of Review
In connection with rendering this CBCA Opinion, we have reviewed, and where we have deemed
appropriate, relied upon (without verifying independently the completeness or accuracy), or
undertaken, among other things, the following:
(a)

draft copies of the term sheets for the New Notes between the Company and
Noteholders and the executed copy dated October 7, 2020;

(b)

draft copies of the Noteholder Support Agreement and the executed copy dated
October 7, 2020;

(c)

draft copies of the Shareholder Support Agreement and the executed copy dated
October 7, 2020;

(d)

draft copies of the term sheets for the Amended Credit Facility and the final copy
dated September 22, 2020;

(e)

draft copies of the term sheet for the BDC Facility and the executed copy dated
September 28, 2020;

(f)

publicly available documents regarding Source, including annual and quarterly
reports, financial statements, annual information forms, management information
circulars, prospectuses, and other filings deemed relevant;

(g)

certain non-public documents regarding Source, including operational and financial
information relating to the business, operations and financial condition of the
Company;

(h)

internal management forecasts, projections, estimates and budgets prepared or
provided by or on behalf of management of the Company;

(i)

known, feasible alternative transactions to the Recapitalization;
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trading statistics for shares and Notes and related financial information in respect
of Source and other selected public companies considered by NBF to be relevant;

(k)

public information with respect to selected precedent transactions we considered
relevant;

(l)

commodity prices and the impact of various commodity pricing assumptions on the
business, prospects and financial forecast of the Company;

(m)

the Company’s liquidation value analysis prepared by management of the
Company;

(n)

various reports published by equity research analysts, industry sources and credit
rating agencies regarding Source and other public companies considered by NBF
to be relevant;

(o)

discussions with senior management of the Company relating to the Company’s
current business, forecasts, plan, financial condition and prospects;

(p)

discussions with senior management of the Company with respect to the Credit
Facility, Amended Credit Facility, and BDC Facility;

(q)

discussions with the legal counsel to the Company’s Board of Directors;

(r)

representations contained in the certificate dated September 29, 2020, addressed to
NBF, from the Chief Executive Officer and Chief Financial Officer of the Company
as to the completeness and accuracy of the information upon which this CBCA
Opinion is based and certain other matters; and

(s)

other information, analysis, investigations and discussions we considered necessary
or appropriate in the circumstances.

NBF has not, to the best of its knowledge, been denied access by Source to any information under
the control of Source that has been requested by NBF.
Prior Valuations
The Company has represented to NBF that there have not been any prior valuations (as defined in
Multilateral Instrument 61-101 – Protection of Minority Shareholders in Special Transactions))
of the Company or its material assets or its securities in the past three years.
Assumptions and Limitations
With the Independent Committee’s approval and as provided for in the Engagement Agreement,
we have relied upon the completeness, accuracy and fair presentation of all financial and other
information, data, advice, opinions, representations and other material obtained by us from public
sources, or provided to us, either directly or indirectly, orally or in writing, by or on behalf of
Source or any of its affiliates or any of its or their agents or representatives in connection with
NBF’s engagement (collectively, the “Information”). Our CBCA Opinion is conditional upon the
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nor, subject to the exercise of professional judgment, have we attempted to verify independently
the completeness, accuracy or fair presentation of the Information.
With respect to any forecasts, projections, estimates and/or budgets provided to NBF and used in
its analyses, NBF notes that projecting future results of any company is inherently subject to
uncertainty. NBF has assumed, however, that such forecasts, projections, estimates and/or budgets
(i) were prepared using the assumptions identified therein; (ii) reflect commercially reasonable
estimates and judgments of management of Source; (iii) reasonably represent the views of
management of Source of the financial prospects and forecasted performance regarding the
Company, the assets of the Company, the Recapitalization and the Arrangement; and (iv) are not,
in the reasonable belief of management of Source, misleading in any material respect in light of
the assumptions used therefor.
NBF has not been engaged to provide and has not provided: (i) an opinion as to the relative fairness
of the Recapitalization among and between Existing Shareholders and Noteholders; (ii) an opinion
as to the fairness of the process underlying the Recapitalization; (iii) a formal valuation or appraisal
of Source or any or its securities or assets or the securities of assets of Source’s associates or
affiliates; (iv) an opinion concerning the future trading price of any securities of Source following
completion of the Recapitalization; or (v) a recommendation to any Existing Shareholder or
Noteholder as to whether or not such common shares or Notes should be held, or sold or to use the
voting rights provided in respect of the Recapitalization to vote for or against the Arrangement or
to vote for or against certain steps necessary to implement the Recapitalization; and this CBCA
Opinion should not be construed as such. This CBCA Opinion is not intended to be and does not
constitute a recommendation to the Independent Committee as to whether it should approve the
Arrangement.
Senior officers of Source have separately represented to NBF in a certificate delivered as of
September 29, 2020, among other things, that (i) the Information provided to NBF, either directly
or indirectly, orally or in writing by, or on behalf of Source or any of its affiliates or any of its or
their agents or representatives in connection with the Recapitalization, was, at the date the
Information was provided to NBF, and is, as of the date hereof, complete, true and correct in all
material respects, and did not and does not contain any untrue statement of a material fact in respect
of the Company, its subsidiaries or the Recapitalization; and (ii) since the dates on which the
Information was provided to NBF, except as disclosed to NBF, there has been no material change,
financial or otherwise, in the financial condition, assets, liabilities (contingent or otherwise),
business or operations of Source or any of its subsidiaries and to the best of their knowledge,
information and belief and after due inquiry no material change has occurred in the Information or
any part thereof which would have or which would reasonably be expected to have a material
effect on this CBCA Opinion. In preparing this CBCA Opinion, we have assumed that all of the
representations contained in the officers’ certificate addressed to us will be true and correct as of
the date hereof.
NBF has assumed that, in all respects material to its analysis, the Recapitalization will be
implemented in substantially the form of the draft documents referred to under the “Scope of
Review” section above. NBF has also assumed that all material approvals and consents required
in connection with the consummation of the Recapitalization will be obtained and that, in
connection with obtaining any necessary approvals and consents, no limitations, restrictions or
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assumed that the Recapitalization will be completed substantially in accordance with its terms and
all applicable laws and the Information Circular will disclose all material facts related to the
Recapitalization and will satisfy all applicable legal requirements.
We have also assumed that the Support Agreements that have been or will be entered into by the
Noteholders and Existing Shareholders are substantially in the form of the draft agreements
provided to us, that all of the representations and warranties contained or to be contained in the
Support Agreements will be correct as of the date hereof and that the Noteholders and Existing
Shareholders who enter into the Support Agreements will vote in favour of the Recapitalization.
NBF has also assumed that a sale or liquidation of Source in an insolvency process would, for a
number of reasons outlined in the “Analysis” section below, have a material negative impact on
the value of the Company and its business.
We are not legal, tax or accounting experts and we express no opinion concerning any legal, tax
or accounting matters concerning the Arrangement and have relied upon, without independent
verification, the assessment by Source and its legal and tax advisors with respect to such matters.
This CBCA Opinion is rendered as at the date hereof and on the basis of securities markets,
economic and general business and financial conditions prevailing as at the date hereof and the
conditions and prospects, financial and otherwise, of Source as they are reflected in the Information
and as they were represented to us in our discussions with the management of Source. In our
analyses and in connection with the preparation of our CBCA Opinion, we made numerous
assumptions with respect to industry performance, general business, market and economic
conditions and other matters, many of which are beyond the control of NBF and any party involved
in the Recapitalization.
This CBCA Opinion is provided to the Independent Committee (solely in its capacity as such) for
the exclusive use by the Independent Committee and Board of Directors in considering the
Recapitalization and may not be used or relied upon by any other person or for any other purpose
without our prior written consent. Except for the inclusion of this CBCA Opinion in its entirety
and a summary thereof (in a form acceptable to us) in the Information Circular and in affidavit
evidence filed by Source in the Arrangement proceedings, the CBCA Opinion is not to be
reproduced, disseminated, quoted from or referred to (in whole or in part) without our prior written
consent.
NBF disclaims any undertaking or obligation to advise any person of any change in any fact or
matter affecting this CBCA Opinion which may come or be brought to the attention of NBF after
the date hereof. Without limiting the foregoing, in the event that there is any material change in
any fact or matter affecting this CBCA Opinion after the date hereof, NBF reserves the right to
change, modify or withdraw this CBCA Opinion.
The preparation of this CBCA Opinion is a complex process and is not necessarily amenable to
being partially analyzed or summarized. Any attempt to do so could lead to undue emphasis on
any particular factor or analysis. NBF believes that its financial analyses must be considered as a
whole and that selecting portions of its analyses and the factors considered by it, without
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underlying this CBCA Opinion. This CBCA Opinion should be read in its entirety.
Approach to CBCA Opinion
The “Policy on arrangements – Canada Business Corporations Act, Section 192” recommends
that corporations seeking to implement a plan of arrangement pursuant to Section 192 of the CBCA
that contemplates the compromise of debt obtain an opinion as to whether “each class of security
holders would be in a better financial position under that arrangement than if the corporation were
liquidated”.
For the purposes of this CBCA Opinion, NBF considered, among other factors: (i) whether the
Noteholders and the Existing Shareholders would each be in a better financial position,
respectively, under the Recapitalization than if the Company were liquidated, as in each case, the
estimated aggregate value of the consideration made available to the Noteholders and the Existing
Shareholders pursuant to the Recapitalization would exceed the estimated value the Noteholders
and the Existing Shareholders would receive in a liquidation; and (ii) whether the Recapitalization
is better for the Noteholders and the Existing Shareholders than the likely known alternatives to
the Recapitalization.
Analysis
In preparing this CBCA Opinion, we have relied upon the discussions, documents and materials
referred to under “Scope of Review”, reviewed with Source’s management the alternatives
reasonably available to the Company, and considered, among other things, the following matters:
•

in an insolvency proceeding, prospective buyers will be aware that the vendor is
compelled to sell the assets. This may have a negative impact on the value realized;

•

an insolvency proceeding is likely to have a negative impact on the value of the
Company’s business as customers, suppliers and employees react to protect their
interests;

•

an insolvency proceeding would give rise to significant incremental costs as new,
senior secured “debtor in possession” financing would be required to replace lost
trade credit and fund the operations during the process. Additional legal and
financial advisory costs would be incurred to implement the restructuring and
engage in the associated legal proceedings. These costs would be recovered out of
proceeds that would otherwise be available to the Noteholders and the Existing
Shareholders;

•

the current volatility in the oil & gas industry, the geographic concentration of
assets in the Western Canadian sedimentary basin (the “WCSB”) and the impact of
the global COVID-19 pandemic would likely reduce the field of prospective
bidders and constrain the bidding of participants in an insolvency process;

•

generally, in an insolvency proceeding, holders of common equity recover nothing;
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there can be no assurances that the Amended Credit Facility or the BDC Facility
would be available to Source other than in the context of completing the
Recapitalization;

•

the Recapitalization would significantly reduce the total amount of debt and annual
cash interest expense resulting in a more appropriate capital structure and reduce
the risk of potential debt defaults and month-to-month liquidity challenges and
reduce the risk that the Company’s cash flow from operations and available
liquidity would be insufficient to provide adequate funds to finance the operating
and capital expenditures necessary to execute its operating strategy and continue to
service its debt;

•

post-Recapitalization, the Company has the opportunity to generate incremental
value by executing on its business plan and potential growth initiatives in an
improved oil & gas environment within the WCSB; and

•

NBF has been advised that the Company is not aware of any feasible alternative
transactions that are better than the Recapitalization.

Conclusion
Based upon and subject to the foregoing and such other matters as NBF considered relevant, NBF
is of the opinion, as of the date hereof, that the Recapitalization, if implemented, is fair, from a
financial point of view, to the Noteholders and the Existing Shareholders.
Yours very truly,

NATIONAL BANK FINANCIAL INC.

October 7, 2020
The Independent Committee of the Board of Directors
Source Energy Services Ltd.
438 – 11th Avenue S.E. Suite 500
Calgary, AB T2G 0Y4
Fairness Opinion
To the Independent Committee of the Board of Directors:
National Bank Financial Inc. (“NBF”, “we”, “our” or “us”) understands that Source Energy
Services Ltd. (together with its affiliates, “Source” or the “Company”) proposes to enter into a
transaction to improve its capital structure and financial position (the “Recapitalization”). We
understand the Recapitalization is proposed to be implemented pursuant to a plan of arrangement
(the “Arrangement”) under Section 192 of the Canada Business Corporations Act (the “CBCA”).
Under the Recapitalization, Source will exchange its 10.5% senior secured first lien notes due
December 15, 2021 (the “Notes”) in the aggregate principal amount of approximately
$157.7 million plus accrued and unpaid interest for a combination of: (i) new senior secured first
lien notes due March 15, 2025 (the “New Secured Notes”); and (ii) the issuance of new common
shares in the capital of Source, constituting approximately 62.5% of the common shares
outstanding on a fully diluted basis, immediately following completion of the Recapitalization.
In connection with the Recapitalization, the Company has entered into a support agreement (the
“Noteholder Support Agreement”) with holders of approximately 74% of the principal amount
of the Notes (the “Initial Consenting Noteholders”) and a support agreement (the “Shareholder
Support Agreement”, and together with the Noteholder Support Agreements, the “Support
Agreements”) with Existing Shareholders holding approximately 45% of the common shares in
the capital of Source (the “Supporting Shareholders”). Pursuant to the Support Agreements, the
Initial Consenting Noteholders and the Supporting Shareholders have, among other things and
pursuant to the terms thereof, agreed to support the Recapitalization. The terms of the
Recapitalization will be more fully described in a management information circular (the
“Information Circular”) to be prepared by Source and sent to the existing holders of the Notes
(the “Noteholders”) and the existing holders of common shares in the capital of Source (the
“Existing Shareholders”) in connection with the Recapitalization.
We further understand the Recapitalization will enable Source to access new funding under a $20
million term loan facility (the “BDC Facility”) from the Business Development Bank of Canada
(“BDC”), with participation from the Company’s existing lending syndicate, as contemplated
under a non-binding term sheet executed between the Company and BDC. In addition, the
Recapitalization will enable Source to obtain the support of its lending syndicate through an
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with an extended maturity date, ongoing financial flexibility and access to liquidity under the
amended Credit Facility (the “Amended Credit Facility”). We further understand that the
Recapitalization will result in Existing Shareholders retaining approximately 37.5% of the
outstanding common shares in the capital of Source on a fully-diluted basis following completion
of the Recapitalization.
NBF also understands that implementation of the Recapitalization by way of the Arrangement
remains subject to, among other things, Noteholder approval at a meeting of Noteholders to be
scheduled to consider the Recapitalization (the “Noteholder Meeting”). NBF further understands
that Recapitalization will also require certain approvals of Existing Shareholders under applicable
corporate law and the policies of the Toronto Stock Exchange, which Source intends to seek at a
meeting of Existing Shareholders to be scheduled.
All dollar amounts herein are expressed in Canadian dollars, unless stated otherwise.
Engagement of National Bank Financial Inc.
NBF was formally retained by Source pursuant to an engagement agreement dated effective May
6, 2020 (the “Engagement Agreement”) to provide financial advice to the Company. Under the
terms of the Engagement Agreement, Source has requested that we prepare and deliver to the
independent committee (the “Independent Committee”) of the board of directors of Source (the
“Board of Directors”) a written opinion as to the fairness, from a financial point of view, of the
Recapitalization to Source (the “Fairness Opinion”). Additionally, the Company has requested
that we prepare and deliver to the Independent Committee a written opinion pursuant to the policy
under the CBCA, entitled “Policy on arrangements – Canada Business Corporations Act, Section
192” (the “CBCA Opinion”) and collectively with this Fairness Opinion, the “Opinions”).
Under the terms of the Engagement Agreement, NBF has been paid an engagement fee, will be
paid a fee for rendering the Opinions, regardless of our conclusions, and will be paid an additional
fee upon the filing of the Information Circular with respect to the Recapitalization or any
alternative recapitalization transaction. In addition, Source has agreed to reimburse us for our
reasonable out-of-pocket expenses and to indemnify us in certain circumstances.
Independence of National Bank Financial Inc.
NBF is not an “insider”, “associate” or “affiliate” (as those terms are defined in the Securities Act
(Ontario) of Source or any of its associates or affiliates (collectively, the “Interested Parties”).
NBF has not been engaged to provide any financial advisory services, nor has it participated in
any financing involving the Interested Parties within the past two years, other than its engagement
to provide the services contemplated by the Engagement Agreement or described herein.
NBF or its affiliates may, in the future, in the ordinary course of their respective businesses,
perform financial advisory or investment banking or other services to Source or any of its
associated or affiliated entities.
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such, may have had and may in the future have positions in the securities of the Company and,
from time to time, may have executed or may execute transactions for such companies and clients
from whom it received or may receive compensation. NBF, as an investment dealer, conducts
research on securities and may, in the ordinary course of its business, provide research reports and
investment advice to its clients on investment matters, including with respect to Source and the
Recapitalization.
Credentials of NBF
NBF is a leading Canadian investment dealer whose businesses include corporate finance, mergers
and acquisitions, equity and fixed income sales and trading and investment research. This Fairness
Opinion is the opinion of NBF and the form and content herein has been reviewed and approved
for release by a group of managing directors of NBF, each of whom is experienced in merger,
acquisition, divestiture, valuation, and fairness opinion matters.
Scope of Review
In connection with rendering this Fairness Opinion, we have reviewed, and where we have deemed
appropriate, relied upon (without verifying independently the completeness or accuracy), or
undertaken, among other things, the following:
(a)

draft copies of the term sheets for the New Notes between the Company and
Noteholders and the executed copy dated October 7, 2020;

(b)

draft copies of the Noteholder Support Agreement and the executed copy dated
October 7, 2020;

(c)

draft copies of the Shareholder Support Agreement and the executed copy dated
October 7, 2020;

(d)

draft copies of the term sheets for the Amended Credit Facility and the final copy
dated September 22, 2020;

(e)

draft copies of the term sheet for the BDC Facility and the executed copy dated
September 28, 2020;

(f)

publicly available documents regarding Source, including annual and quarterly
reports, financial statements, annual information forms, management information
circulars, prospectuses, and other filings deemed relevant;

(g)

certain non-public documents regarding Source, including operational and financial
information relating to the business, operations and financial condition of the
Company;

(h)

internal management forecasts, projections, estimates and budgets prepared or
provided by or on behalf of management of the Company;
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known, feasible alternative transactions to the Recapitalization;

(j)

trading statistics for shares and Notes and related financial information in respect
of Source and other selected public companies considered by NBF to be relevant;

(k)

public information with respect to selected precedent transactions we considered
relevant;

(l)

commodity prices and the impact of various commodity pricing assumptions on the
business, prospects and financial forecast of the Company;

(m)

the Company’s liquidation value analysis prepared by management of the
Company;

(n)

various reports published by equity research analysts, industry sources and credit
rating agencies regarding Source and other public companies considered by NBF
to be relevant;

(o)

discussions with senior management of the Company relating to the Company’s
current business, forecasts, plan, financial condition and prospects;

(p)

discussions with senior management of the Company with respect to the Credit
Facility, Amended Credit Facility, and BDC Facility;

(q)

discussions with the legal counsel to the Company’s Board of Directors;

(r)

representations contained in the certificate dated September 29, 2020, addressed to
NBF, from the Chief Executive Officer and Chief Financial Officer of the Company
as to the completeness and accuracy of the information upon which this Fairness
Opinion is based and certain other matters; and

(s)

other information, analysis, investigations and discussions we considered necessary
or appropriate in the circumstances.

NBF has not, to the best of its knowledge, been denied access by Source to any information under
the control of Source that has been requested by NBF.
Prior Valuations
The Company has represented to NBF that there have not been any prior valuations (as defined in
Multilateral Instrument 61-101 – Protection of Minority Shareholders in Special Transactions))
of the Company or its material assets or its securities in the past three years.
Assumptions and Limitations
With the Independent Committee’s approval and as provided for in the Engagement Agreement,
we have relied upon the completeness, accuracy and fair presentation of all financial and other
information, data, advice, opinions, representations and other material obtained by us from public
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Source or any of its affiliates or any of its or their agents or representatives in connection with
NBF’s engagement (collectively, the “Information”). Our Fairness Opinion is conditional upon
the completeness, accuracy and fair presentation of the Information. We have not been requested
to, nor, subject to the exercise of professional judgment, have we attempted to verify independently
the completeness, accuracy or fair presentation of the Information.
With respect to any forecasts, projections, estimates and/or budgets provided to NBF and used in
its analyses, NBF notes that projecting future results of any company is inherently subject to
uncertainty. NBF has assumed, however, that such forecasts, projections, estimates and/or budgets
(i) were prepared using the assumptions identified therein; (ii) reflect commercially reasonable
estimates and judgments of management of Source; (iii) reasonably represent the views of
management of Source of the financial prospects and forecasted performance regarding the
Company, the assets of the Company, the Recapitalization and the Arrangement; and (iv) are not,
in the reasonable belief of management of Source, misleading in any material respect in light of
the assumptions used therefor.
NBF has not been engaged to provide and has not provided: (i) an opinion as to the relative fairness
of the Recapitalization among and between Existing Shareholders and Noteholders; (ii) an opinion
as to the fairness of the process underlying the Recapitalization; (iii) a formal valuation or appraisal
of Source or any or its securities or assets or the securities of assets of Source’s associates or
affiliates; (iv) an opinion concerning the future trading price of any securities of Source following
completion of the Recapitalization; or (v) a recommendation to any Existing Shareholder or
Noteholder as to whether or not such common shares or Notes should be held, or sold or to use the
voting rights provided in respect of the Recapitalization to vote for or against the Arrangement or
to vote for or against certain steps necessary to implement the Recapitalization; and this Fairness
Opinion should not be construed as such. This Fairness Opinion is not intended to be and does not
constitute a recommendation to the Independent Committee as to whether it should approve the
Arrangement.
Senior officers of Source have separately represented to NBF in a certificate delivered as of
September 29, 2020, among other things, that (i) the Information provided to NBF, either directly
or indirectly, orally or in writing by, or on behalf of Source or any of its affiliates or any of its or
their agents or representatives in connection with the Recapitalization, was, at the date the
Information was provided to NBF, and is, as of the date hereof, complete, true and correct in all
material respects, and did not and does not contain any untrue statement of a material fact in respect
of the Company, its subsidiaries or the Recapitalization; and (ii) since the dates on which the
Information was provided to NBF, except as disclosed to NBF, there has been no material change,
financial or otherwise, in the financial condition, assets, liabilities (contingent or otherwise),
business or operations of Source or any of its subsidiaries and to the best of their knowledge,
information and belief and after due inquiry no material change has occurred in the Information or
any part thereof which would have or which would reasonably be expected to have a material
effect on this Fairness Opinion. In preparing this Fairness Opinion, we have assumed that all of
the representations contained in the officers’ certificate addressed to us will be true and correct as
of the date hereof.
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implemented in substantially the form of the draft documents referred to under the “Scope of
Review” section above. NBF has also assumed that all material approvals and consents required
in connection with the consummation of the Recapitalization will be obtained and that, in
connection with obtaining any necessary approvals and consents, no limitations, restrictions or
conditions will be imposed that would have a material adverse effect on Source. We have also
assumed that the Recapitalization will be completed substantially in accordance with its terms and
all applicable laws and the Information Circular will disclose all material facts related to the
Recapitalization and will satisfy all applicable legal requirements. We have also assumed that the
Support Agreements that have been or will be entered into by the Noteholders and Existing
Shareholders are substantially in the form of the draft agreements provided to us, that all of the
representations and warranties contained or to be contained in the Support Agreements will be
correct as of the date hereof and that the Noteholders and Existing Shareholders who enter into the
Support Agreements will vote in favour of the Recapitalization.
We are not legal, tax or accounting experts and we express no opinion concerning any legal, tax
or accounting matters concerning the Arrangement and have relied upon, without independent
verification, the assessment by Source and its legal and tax advisors with respect to such matters.
This Fairness Opinion is rendered as at the date hereof and on the basis of securities markets,
economic and general business and financial conditions prevailing as at the date hereof and the
conditions and prospects, financial and otherwise, of Source as they are reflected in the Information
and as they were represented to us in our discussions with the management of Source. In our
analyses and in connection with the preparation of our Fairness Opinion, we made numerous
assumptions with respect to industry performance, general business, market and economic
conditions and other matters, many of which are beyond the control of NBF and any party involved
in the Recapitalization.
This Fairness Opinion is provided to the Independent Committee (solely in its capacity as such)
for the exclusive use by the Independent Committee and Board of Directors in considering the
Recapitalization and may not be used or relied upon by any other person or for any other purpose
without our prior written consent. Except for the inclusion of this Fairness Opinion in its entirety
and a summary thereof (in a form acceptable to us) in the Information Circular and in affidavit
evidence filed by Source in the Arrangement proceedings, the Fairness Opinion is not to be
reproduced, disseminated, quoted from or referred to (in whole or in part) without our prior written
consent.
NBF disclaims any undertaking or obligation to advise any person of any change in any fact or
matter affecting this Fairness Opinion which may come or be brought to the attention of NBF after
the date hereof. Without limiting the foregoing, in the event that there is any material change in
any fact or matter affecting this Fairness Opinion after the date hereof, NBF reserves the right to
change, modify or withdraw this Fairness Opinion.
The preparation of this Fairness Opinion is a complex process and is not necessarily amenable to
being partially analyzed or summarized. Any attempt to do so could lead to undue emphasis on
any particular factor or analysis. NBF believes that its financial analyses must be considered as a
whole and that selecting portions of its analyses and the factors considered by it, without
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underlying this Fairness Opinion. This Fairness Opinion should be read in its entirety.
Approach to Fairness
For the purposes of this Fairness Opinion, we considered that the Recapitalization would be fair,
from a financial point of view, to Source, if the Recapitalization:
•

reduces the Company’s total debt and annual cash interest expense resulting in a
more appropriate capital structure;

•

eliminates the continued risk of potential debt defaults and month-to-month
liquidity challenges;

•

reduces the risk that the Company’s cash flow from operations and available
liquidity would be insufficient to provide adequate funds to finance the operating
and capital expenditures necessary to execute its operating strategy and continue to
service its debt;

•

provides the Company with the opportunity to regain access to capital in order to
execute on its business plan and potential growth initiatives should such capital be
available to it in an improved oil & gas environment within the Western Canadian
sedimentary basin (the “WCSB”); and

•

is better than other known, feasible alternatives, based on the above criteria.

Approach to Fairness - Analysis
In preparing this Fairness Opinion, we have relied upon the discussions, documents and materials
referred to under “Scope of Review”, reviewed with Source’s management the alternatives
reasonably available to the Company, and considered, among other things, the following matters:
•

in the event the Company has insufficient liquidity to continue to operate the
business or the Company is unable to service its debt and refinance its debt as it
matures, a likely result in the absence of a sustained recovery in the WCSB oil &
gas industry and implementing the Recapitalization, is an insolvency process which
would be expected to have a negative impact on the overall enterprise value of the
Company. The process under the Companies' Creditors Arrangement Act (which
would be the likely alternative) would create significant additional adverse
implications for the Company;

•

the Recapitalization would:


forgive $33 million of Noteholder claims (principal and interest) in
exchange for 62.5% of the aggregate common shares outstanding
immediately following the transaction;
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amend the Credit Facility covenants and extend the maturity date by
approximately three years to September 30, 2023;



secure up to $20 million in additional financing in the form of the BDC
Facility; and



result in Existing Shareholders retaining 37.5% of the aggregate outstanding
common shares in the capital of Source following the Recapitalization;

•

the Company has the opportunity, at this time, to effect a Recapitalization with the
approval of certain Noteholders, Credit Facility lenders and Existing Shareholders
in accordance with applicable law; and

•

NBF has been advised that the Company is not aware of any feasible alternative
transactions that are better than the Recapitalization.

Conclusion
Based upon and subject to the foregoing and such other matters as NBF considered relevant, NBF
is of the opinion, as of the date hereof, that the Recapitalization, if implemented, is fair from a
financial point of view to the Company.
Yours very truly,

NATIONAL BANK FINANCIAL INC.

APPENDIX J
MANDATE OF THE COMPENSATION AND CORPORATE GOVERNANCE COMMITTEE
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SOURCE ENERGY SERVICES LTD.
COMPENSATION AND CORPORATE GOVERNANCE
COMMITTEE MANDATE
Section 1

Purpose

The Compensation and Corporate Governance Committee (the “Committee”) is a committee of the
board of directors (the “Board”) of Source Energy Services Ltd. (the “Company”). The primary function of the
Committee is to assist the Board by:
(a)

reviewing and approving the Company’s goals and objectives, and structuring, reviewing and
approving and then recommending to the Board the compensation of the Chief Executive
Officer (the “CEO”) and other members of the senior management team in light of those goals
and objectives;

(b)

administering the Company’s compensation plans for senior management and the Board,
including stock-based compensation and such other compensation plans or structures as are
adopted by the Company from time to time;

(c)

providing broad oversight of the Company’s compensation strategy including a charge to
ensure that the Company is able to secure and, maintain employment of and, train and
develop the skills of persons with the talent to enable the Company to meet its business
objectives and execute its business strategies;

(d)

reviewing the Company’s Disclosure, Trading and Confidentiality Policy (the “Disclosure
Policy”), Code of Business Conduct and Ethics (the “Code”) and similar policies and practices
as required;

(e)

assessing the effectiveness of the Board as a whole (including any committees thereof) as well
as discussing the contribution of individual members;

(f)

considering questions of management succession;

(g)

assessing the performance of the CEO, each director and other key personnel of the
Company;

(h)

periodically assessing the Company’s governance. In this regard, the Committee will look to
foster an environment of full open communication in which all directors are encouraged to
participate in Board and Committee dialogue and in which any director or other person
commonly in attendance at Board meetings is discouraged from discouraging participation or
intimidating others from contributing. In performing this duty, the Chair of the Committee will be
charged with discussing the Committee’s views including the conduct of directors and
providing the Committee’s views. The Committee is to be particularly alert to proper conduct in
possible cases of conflicts of interest, and appropriate and respectful interaction with other
directors and servants of the Company including employees, consultants, contractors and
others;

(i)

proposing new nominees for appointment to the Board while not impairing in any way the right
of any other Committee, any director or any group of directors or the Board as whole to also
propose new nominees for appointment to the Board;

(j)

recommending to the Board to consider measures to seek the resignation or removal of
directors where their current or past conduct is or has been improper (illegal or in violation of
the Company’s policies or disruptive to the effective and reputable conduct of the Board or the
Company’s business) or liable to adversely affect the Company or its reputation; and

(k)

orienting new directors.

Section 2

Composition and Meetings

(a)

The Committee shall be comprised of at least three directors of the Company appointed by the
Board. A majority of the members shall be “independent” for the purposes of National Policy
58-201 – Corporate Governance Guidelines and each member of the Committee shall be (or
shall become within a reasonable period of time after appointment) familiar with recent
compensation and corporate governance practices and with the Company’s compensation and
staffing policies and programs.

(b)

The Chair of the Board of Directors may be a full member of the Committee. If he or she is not
a member of the Committee, he or she will nonetheless be entitled to attend and participate
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(except if he or she is conflicted) in the discussion of meetings of the Committee. He or she will
have a vote as to Committee matters if and only if he or she is a member of the Committee.
(c)

The members of the Committee and its Chair shall be elected by the Board on an annual or
more frequent basis as the Board deems appropriate. Unless a Chair is elected by the full
Board, the members of the Committee may designate a Chair by majority vote of the full
Committee membership.

(d)

The members of the Committee may be removed or replaced by the Board at any time. The
Chair may be removed by the Board or the Committee, in consultation with the Board, at any
time. Any member shall automatically cease to be a member of the Committee on ceasing to
be a director. The Board may fill vacancies on the Committee or expand or contract the
Committee provided that it always contains, at least, three directors. If and whenever a
vacancy shall exist on the Committee, the remaining members may exercise all of the powers
of the Committee, so long as the Committee members are duly notified of any meeting a
quorum, being at least half, of the remaining members are in attendance.

(e)

The Committee may delegate any or all of its functions to any of its members or any sub-set
thereof, or other persons, from time to time as it sees fit.

(f)

The Committee shall meet at least two times per annum or more frequently as circumstances
require. The Committee may ask members of management or others to attend meetings or to
provide information as necessary. The Committee shall have full access to all information,
except as prohibited by law (including conflicts of interest of one or more Committee
members), it deems appropriate for the purpose of fulfilling its role.

(g)

The Committee may if considered appropriate, conduct or authorize investigations into any
matters within the Committee’s scope of activities. The Committee is empowered to retain
independent counsel, accountants, outside compensation specialists or other experts and
other professionals to assist it in the conduct of any such investigation or otherwise as it
determines necessary to carry out its duties. The Committee may set and pay (at the expense
of the Company) the compensation for any such advisors.

(h)

At all meetings of the Committee every question shall be decided by a majority of the votes
cast. In the case of an equality of votes, the Chair of the meeting shall not be entitled to a
second or casting vote. Any issue not resolvable by a majority of the non-conflicted members
of the Committee at a properly convened meeting of the Committee will be referred, for
resolution, to the Board as a whole.

(i)

A quorum for the transaction of business at any meeting of the Committee shall be a majority
of the number of members of the Committee, but in any event not less than two.

(j)

Meetings of the Committee shall be held from time to time and at such place as any member of
the Committee shall determine upon 48 hours’ notice to each of its members. The notice
period may be waived by all members of the Committee. Each of the Chair of the Board, the
CEO, the Chief Financial Officer or the Corporate Secretary shall also be entitled to call a
meeting.

(k)

Agendas shall be circulated to Committee members along with background information on a
timely basis prior to the Committee meetings. Minutes of each meeting will be recorded and
reviewed by the Committee for errors or omissions and then filed with the Corporate Secretary
and made available to any director at any time upon request to the Corporate Secretary. The
Chair will report on Committee activities to the full Board at least two times per annum.

(l)

Any issues arising from these meetings that bear on the relationship between the Board and
management should be communicated to the Chair of the Board by the Committee Chair.

Section 3

Role

In addition to the matters described in Section 1, and any other duties and authorities delegated to it by
the Board from time to time, the role of the Committee is to:
(1)

General
(a)

Review and recommend to the Board changes to this Mandate, as considered appropriate
from time to time.
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(2)

(3)

(4)

(b)

Review and make recommendations to the Board on the Company’s general compensation
philosophy and oversee the development and administration of compensation programs.

(c)

Review and make recommendations to the Board on such other human resources and
compensation matters, as are considered important from time to time.

(d)

The mandate to review is without power to demand change. The power to demand change is a
broader corporate right that the Board should hold unto itself as a whole.

(e)

Oversee the preparation of and recommend to the Board any required disclosures of
governance practices to be included in any disclosure document of the Company, as required.

Review and Recommendation of Compensation
(a)

Review the senior management and Board compensation policies and/or practices followed by
the Company and seek to ensure such policies are designed to recognize and reward
performance and establish a compensation framework, which results in the effective
development and execution of a Board-approved strategy. To be effective, the strategy will
result in creation of value over the long term while always preserving the Company’s license to
conduct its business among its various stakeholders. For the purpose of this clause,
“stakeholder” will mean any party, group or institution whose reasonable approval is required
for the Company to execute its Board-approved strategy.

(b)

Seek to ensure that base salaries are competitive relative to the industry and that bonuses, if
any, reflect industry-competitive cash compensation relative to corporate performance and
considering individual performance in the context of the overall performance of the Company.
Overall performance should be measured by the degree that the Company’s strategy (as
proposed and justified by management and modified and approved by the Board) and value
growth performance (as compared to its peers including other Canadian public companies of a
similar size and other Canadian mining or oilfield services companies of a similar size in
general and also the Canadian mining or oilfield services companies with the most similar
scope of business) differentiate. Participation in stock-based compensation should reflect the
level of responsibility and level of contribution of participants within the Company.

(c)

Develop, for review and approval of the Board, a written position description for the CEO.

(d)

Annually evaluate the Company’s and the senior executive’s performance by the degree that
the Company’s strategy (as proposed and justified by management and modified and
approved by the Board) and value growth performance (as compared to its peers including
other Canadian public companies of a similar size and other Canadian mining or oilfield
services companies of a similar size in general and also the Canadian mining or oilfield
services companies with the most similar scope of business) differentiate.

(e)

Annually, review and recommend to the Board an evaluation of the performance of senior
executives and provide recommendations for annual compensation based on such evaluation
and other appropriate factors, including industry competitiveness relative to position
descriptions and Corporate and individual performance.

Compensation Programs
(a)

Administer any stock-based compensation plan and such other compensation plans or
structures for non-senior executive employees as are adopted by the Company from time to
time in accordance with the terms of the applicable plan or structure, including the
recommendation to the Board of the grant of stock options or other compensation in
accordance with the terms of the applicable plan or structure.

(b)

Regularly review all incentive compensation plans and stock-based plans and, in the
Committee’s discretion, make recommendations to the Board for consideration.

(c)

Review employee benefit plans and reports and, in the Committee’s discretion, make
recommendations to the Board for consideration.

Compensation Risk Oversight
(a)

Provide risk oversight in respect of the Company’s compensation policies and practices.

(b)

Identify any compensation policies or practices that could encourage senior executives or
other individuals in a principal business unit or a division of the Company to take inappropriate
or excessive risks.
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(c)
(5)

(6)

Identify any other risks that may arise from the Company’s compensation policies and
practices that are reasonably likely to have a material adverse effect on the Company.

Report on Executive Compensation
(a)

Oversee and approve a report prepared by management on senior executive compensation on
an annual basis in connection with the preparation of the annual management information
circular or as otherwise required pursuant to applicable securities laws.

(b)

To the extent applicable, the report on executive compensation should describe the process
undertaken by the Committee and should speak to evaluation criteria considered for each
senior executive’s compensation.

(c)

Review in advance all proposed executive compensation disclosure.

Compensation of the Board of Directors

Review and recommend to the Board the compensation of the Board members, including annual
retainer, meeting fees, stock-based compensation and other benefits conferred upon the Board members. The
Committee should pay particular attention to independent review and competitiveness relative to the Company’s
peers with regard to this matter.
(7)

(8)

Human Resources Matters
(a)

Review annually the effectiveness of the CEO, and in consultation with the CEO, other senior
management and other executive officers, including their contributions, performance and
qualifications.

(b)

Consider such other human resources matters as are delegated to the Committee by the
Board, for review or recommendation, as considered appropriate from time to time.

Governance
(a)

As a duty but not to the exclusion of other directors performing on their own or in groups this
same function, review, on a periodic basis, the size and composition of the Board, make
recommendations as to the number of independent directors and advise the Board on filling
vacancies.

(b)

Facilitate the independent functioning of the Board, including by assessing which directors are
independent directors and which independent directors serve the Board as a matter of duty to
a third party and identifying areas of conflict of interest between the Company and any such
third parties, and seek to maintain an effective relationship between the Board and senior
management of the Company.

(c)

Review, annually, the mandates of the Board and its committees and recommend to the Board
such amendments to those mandates as the Committee believes are necessary or desirable.

(d)

Review, annually, the position descriptions for the Chair of the Board and the Chair of each
committee of the Board and recommend to the Board such amendments to those position
descriptions as the Committee believes are necessary or desirable.

(e)

Assess, annually, the effectiveness of the Chair of the Board, the Board as a whole, all
committees of the Board and the contribution, competency, skill and qualification and, if
applicable, position distributions, of individual directors, including making recommendations
where appropriate that a sitting director be removed or not re-appointed.

(f)

Review, on a periodic basis, the Code, recommend to the Board any changes thereto as
considered appropriate from time to time, ensure that management has established a system
to monitor compliance with the Code, and review management’s monitoring of the Company’s
compliance with the Code.

(g)

Establish a process for direct communications with shareholders and other stakeholders,
including through the Company’s Whistleblower Policy.

(h)

Develop a process to address any conflict of interest and to periodically review such process.
This process should be particularly sensitive to conflicts arising from any director’s obligations
to any entity which may directly or through ownership, governance or contract have obligations
to competitors, service providers, customers, or employers of people with the skills of the
Company’s staff.
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(9)

(10)

(11)

(i)

Review, on a periodic basis, senior management succession plans.

(j)

Coordinate orientation for new directors and oversee continuing education programs for all
directors.

Reporting Process
(a)

Review and submit to the Board, as a whole, recommendations concerning executive and
board compensation, compensation plan matters and corporate governance. Such reports may
be oral or in writing. Unless such matters are delegated specifically to the Committee, the
Committee shall only make recommendations to the Board for their consideration and
approval, if appropriate. The Board will then have the authority to instruct management to
implement the Board’s directives.

(b)

Review with the Board the Committee’s judgment as to the quality of the Company’s
governance and suggest changes to the Company’s operating governance guidelines as
determined appropriate.

Nominating Role
(a)

As necessary or appropriate, establish qualifications for directors and procedures for
identifying possible nominees who meet these criteria. In so doing, the Committee should
consider desired competencies, backgrounds and skills and the appropriate size of the Board.

(b)

Consider, in recommending to the Board suitable candidates to be nominated for election as
directors at the next annual meeting of shareholders of the Company:
(i)

the competencies and skills considered necessary for the Board, as a whole, to
possess;

(ii)

the competencies and skills of the existing members of the Board;

(iii)

the needs of the Board and the competencies and skills each new nominee will bring
to the boardroom; and

(iv)

whether or not each new nominee can devote sufficient time and resources to his or
her duties as a member of the Board.

Share Ownership Policies
(a)

Periodically review the policy and/or implemented guidelines on mandatory share ownership
for directors and senior officers of the Company and, in the Committee’s discretion,
recommend any changes to the Board for consideration.

Approved by the Board on February 10, 2017.
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APPENDIX K
MANDATE OF THE BOARD OF DIRECTORS

K-103

SOURCE ENERGY SERVICES LTD.
MANDATE OF THE BOARD OF DIRECTORS
The members of the board of directors (respectively, the “Directors” and the
“Board”) have the responsibility to oversee the conduct of the business of Source Energy
Services Ltd. (the “Company”) and to oversee the activities of management who are
responsible for the day-to-day conduct of the business.
Section 1

Composition

The Board shall be comprised of at least three independent Directors. The
definition of independence is as provided by applicable law and stock exchange listing
standards. No Director will be considered independent unless the Director has no
“material relationship” (as such term is defined in National Instrument 52-110 of the
Canadian Securities Administrators) with the Company, either directly or indirectly as a
partner, shareholder or officer of an organization that has a relationship with the
Company.
The Board shall appoint a Chair from among its members. The role of the Chair
is to act as the leader of the Board, to manage and coordinate the activities of the Board
and to oversee execution by the Board of this written mandate. If the Chair is not
independent, a majority of the Board’s independent Directors shall appoint (and if the
Chair is in a conflict of interest with respect to a particular matter or matters, a majority
of the Board’s independent Directors may appoint) an independent lead Director from
among the Directors, who will be responsible for ensuring that the Directors who are
independent (or non-conflicted) and management have opportunities to meet without
management and non-independent (or conflicted, as applicable) Directors, as required,
and will assume such other responsibilities as the independent Directors may designate
in accordance with any applicable position descriptions or other applicable guidelines
that may be adopted by the Board from time to time.
The Board may, from time to time, engage consultants or members of the
Company’s management team that are not directors of the Company and these persons
may attend meetings or portions of meetings as invited guests of the Board. Otherwise,
the Board will consist only of Directors and only Directors and a Corporate Secretary,
appointed by the Board, may attend meetings of the Board.
Section 2

Operation

The Board operates by delegating certain of its authorities to management and
by reserving certain powers to itself. The Board retains the responsibility of managing
its own affairs including selecting its Chair, nominating candidates for election to the
Board, constituting Committees of the full Board and determining Director
compensation. Subject to the Articles, By-Laws and the Business Corporations Act
(Alberta), the Board may constitute, seek the advice of and delegate powers, duties and
responsibilities to Committees of the Board.
The full Board considers all major decisions of the Company, except that certain
analyses and work of the Board will be performed by standing Committees empowered
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-2to act on behalf of the Board. The Company has a number of standing Committees,
including the Audit Committee, the Compensation and Corporate Governance
Committee and the Health, Safety and Environment Committee, and has the authority to
appoint other committees to steward certain other matters. Each standing committee
must have a mandate that has been approved by the Board.
Each Committee shall operate according to the mandate approved by the Board
and outlining its duties and responsibilities and the limits of authority delegated to it by
the Board. The Board shall review and reassess the adequacy of the mandate of each
Committee on a regular basis and, with respect to the Audit Committee, at least once a
year.
The Chair of the Board shall annually propose the leadership and membership of
each Committee. In preparing recommendations, the Chair of the Board will take into
account the preferences, skills and experience of each Director. Committee Chairs and
members are appointed by the Board at the first Board meeting after the annual
shareholder meeting or as needed to fill vacancies during the year.
The Board will hold four regularly scheduled meetings each year. The Board
shall meet at the end of its regular quarterly meetings without members of management
being present. Special meetings will be called as necessary. Directors are expected to
attend all Board meetings and all Board Committee meetings where such Director is a
member of such Committee, although it is understood that conflicts may occasionally
arise that prevent a Director from attending a meeting. Attendance at Board meetings
and Board Committee meetings in person is preferred, but attendance by teleconference
or other electronic communication established by the Board or such Board Committee is
permitted. In advance of each regular Board and Committee meeting and, to the extent
feasible each special meeting, information and presentation materials relating to matters
to be addressed at the meeting will be distributed to each Director. It is expected that
each Director will review presentation materials in advance of a meeting.
The Chair of the Board presides at all meetings of the Board and shareholders.
Minutes of each meeting shall be prepared by the Corporate Secretary (or in his or her
absence a secretary who has been appointed for the purposes of the meeting). The Chief
Executive Officer (the “CEO”), if he or she is not a Director, shall be available to attend
all meetings of the Board or Committees of the Board upon invitation by the Board or
any such Committee. Members of management and such other staff as appropriate to
provide information to the Board shall attend meetings at the invitation of the Board.
Following each meeting, the Corporate Secretary will promptly report to the Board by
way of providing draft copies of the minutes of the meetings. Supporting schedules and
information reviewed by the Board at any meeting shall be available for examination by
any Director upon request to the CEO or Corporate Secretary.
Section 3

Responsibilities

The Board is responsible under law to supervise the management of the business
and affairs of the Company. In broad terms the stewardship of the Company involves
the Board in strategic planning, risk identification, management and mitigation, senior
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-3management determination and succession planning, communication planning and
internal control integrity.
Section 4

Specific Duties

Without limiting the foregoing, the Board shall have the following specific duties
and responsibilities:
(1)

Legal Requirements
(a)

The Board has the oversight responsibility for meeting the Company’s
legal requirements and for approving and maintaining the Company’s
documents and records;

(b)

The Board has the statutory responsibility to:

(c)
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(i)

manage or supervise the management of the business and affairs
of the Company;

(ii)

act honestly and in good faith with a view to the best interests of
the Company;

(iii)

exercise the care, diligence and skill that responsible, prudent
people would exercise in comparable circumstances; and

(iv)

act in accordance with its obligations contained in the Business
Corporations Act (Alberta) and the regulations thereto, the
Company’s Articles and other relevant legislation and regulations.

The Board has the statutory responsibility for considering the following
matters as a full Board which in law may not be delegated to
management or to a committee of the Board:
(i)

any submission to the shareholders of a question or matter
requiring the approval of the shareholders;

(ii)

the filling of a vacancy among the Directors;

(iii)

the issuance of securities;

(iv)

the declaration of dividends;

(v)

the purchase, redemption or any other form of acquisition of
shares issued by the Company;

(vi)

the payment of a commission to any person in consideration of
his/her purchasing or agreeing to purchase shares of the
Company from the Company or from any other person, or
procuring or agreeing to procure purchasers for any such shares;
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(2)

(vii)

the approval of management proxy circulars;

(viii)

the approval of any take-over bid circular or directors’ circular;
and

(ix)

the approval of financial statements of the Company.

Strategy Determination

The Board has the responsibility to adopt a strategic planning process for the
Company and to participate with management directly or through its Committees in
approving goals and the strategic plan for the Company by which the Company
proposes to achieve its goals. The Board shall monitor the implementation and
execution of the tasks constituent to the corporate strategy.
To be effective, the strategy will result in creation of value over the long term
while always preserving the Company’s license to conduct its business among its
various stakeholders. For the purpose of this clause, “stakeholder” will mean any party,
group or institution whose reasonable approval is required for the Company to execute
its Board-approved strategy.
(3)

Managing Risk

The Board has the responsibility to identify and understand the principal risks of
the business in which the Company is engaged, to achieve a proper balance between
risks incurred and the potential return to shareholders, and to establish systems to
monitor and manage those risks with a view to the long-term viability of the Company.
It is the responsibility of management to ensure that the Board and its Committees are
kept well informed of changing risks. The principle mechanisms through which the
Board reviews risks are through the execution of the duties of the Audit Committee, the
Compensation and Corporate Governance Committee and the Health, Safety and
Environment Committee and through the strategic planning process. It is important
that the Board understands and supports the key risk decisions of management.
(4)

Appointment, Training and Monitoring Senior Management
The Board has the responsibility:
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(a)

to appoint the CEO and establish a description of the CEO’s
responsibilities and other senior management’s responsibilities, to
monitor and assess the CEO’s performance, to determine the CEO’s
compensation, and to provide advice and counsel in the execution of the
CEO’s duties;

(b)

to approve the appointment and remuneration of the Company’s senior
management; and

(c)

to establish provisions for the training and development of management
and for the orderly succession of management.

-5(5)

Reporting and Communication
The Board has the responsibility:

(6)

(a)

to ensure compliance with the reporting obligations of the Company,
including that the financial performance of the Company is properly
reported to shareholders, other security holders and regulators on a
timely and regular basis;

(b)

to recommend to shareholders of the Company a firm of certified
professional accountants to be appointed as the Company’s auditors;

(c)

to ensure that the financial results of the Company are reported fairly and
in accordance with generally accepted accounting principles;

(d)

to ensure the timely reporting of any change in the business, operations
or capital of the Company that would reasonably be expected to have a
significant effect on the market price or value of the common shares of the
Company;

(e)

to establish a process for direct communications with shareholders and
other stakeholders through appropriate Directors, including through the
Company’s Whistleblower Policy;

(f)

to ensure that the Company has in place a policy to enable the Company
to communicate effectively with its shareholders and the public generally;
and

(g)

to report annually to shareholders on its stewardship of the affairs of the
Company for the preceding year.

Monitoring and Acting
The Board has the responsibility:
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(a)

to establish policies and processes for the Company to operate at all times
within applicable laws and regulations to the highest ethical and moral
standards (advancing the interests of the Company, including the pursuit
of differentiating performance in meeting the reasonable needs of all
stakeholders of the Company);

(b)

to ensure that management has and implements procedures to comply
with, and to monitor compliance with, significant policies and procedures
by which the Company is operated;

(c)

to promote, and to ensure that management promotes, high
environmental standards in the Company’s operations in compliance
with environmental laws and legislation;
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(7)

(d)

to ensure that management establishes appropriate programs and policies
for the health and safety of the Company’s employees in the workplace;

(e)

to monitor the Company’s progress towards its goals and objectives and
to revise and alter its direction through management in response to
changing circumstances;

(f)

to take action when performance falls short of its goals and objectives or
when other special circumstances warrant or when changing
circumstances in the business environment create risks or opportunities
for the Company;

(g)

to approve annual (or more frequent as the Board feels to be prudent
from time to time) operating and capital budgets and review and
consider amendments or departures proposed by management from
established strategy, capital and operating budgets or matters of policy
which diverge from the ordinary course of business that may significantly
impact the value of or opportunities available to the Company; and

(h)

to implement internal control and information systems and to monitor
the effectiveness of same so as to allow the Board to conclude that
management is discharging its responsibilities with a high degree of
integrity and effectiveness. The confidence of the Board in the ability and
integrity of management is the paramount control mechanism.

Governance
The Board has the responsibility:
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(a)

to develop a position description for the Chair of the Board;

(b)

to facilitate the continuity, effectiveness and independence of the Board
by, among other things:
(i)

appointing from amongst the Directors an Audit Committee, a
Compensation and Corporate Governance Committee, and a
Health, Safety and Environment Committee and such other
Committees of the Board as the Board deems appropriate;

(ii)

defining the mandate, including both responsibilities and
delegated authorities, of each Committee of the Board;

(iii)

establishing a system to enable any Director to engage an outside
adviser at the expense of the Company;

(iv)

ensuring that processes are in place and are utilized to assess the
effectiveness of the Chair of the Board, the Board as a whole, each
Director, each Committee of the Board and each Committee’s
Chair;
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Section 5

(v)

reviewing annually the composition of the Board and its
Committees and assess Directors’ performance on an ongoing
basis, and propose new members to the Board; and

(vi)

reviewing annually the adequacy and form of the compensation
of the Directors.

New Director Orientation

New Directors will be provided with an orientation which will include written
information about the duties and obligations of Directors and the business and
operations of the Company, documents from recent Board meetings and opportunities
for meetings and discussion with senior management and other Directors.
Section 6
(a)

Conflicts of Interest
Directors have a duty to act honestly and in good faith with a view to the
best interests of the Company and to exercise the care, diligence and skill
a reasonably prudent person would exercise in comparable
circumstances.
Each Director serves in his or her personal capacity and not as an
employee, agent or representative of any other company, organization or
institution, even if the Director is employed by a shareholder or any other
entity which does business with the Company. In providing direction to
the Company, Directors acknowledge that the wellbeing of the Company
is their sole concern. Any Director must not be affected in his or her
deliberations and decision making by any relationship with any outside
person or party including any specific shareholder no matter which one
and no matter what the relationship between the Director and that
Shareholder. Directors shall not allow personal interests to conflict with
their duties to the Company and shall avoid and refrain from
involvement in situations of conflict of interest.
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(b)

A Director shall disclose promptly any circumstances such as an office,
property, a duty or an interest, which might create a conflict or perceived
conflict with that Director’s duty to the Company.

(c)

A Director shall disclose promptly any interest that Director may have in
an existing or proposed contract or transaction of or with the Company.

(d)

The disclosures contemplated in paragraphs (b) and (c) above shall be
immediate if the perception of a possible conflict of interest arises during
a meeting of the Board or any Committee of the Board, or if the
perception of a possible conflict arises at another time then the disclosure
shall occur by e-mail to the other Directors immediately upon realization
of the conflicting situation and then confirmed at the first Board and/or
Committee meeting after the Director becomes aware of the potential
conflict of interest that is attended by the conflicted Director.

-8(e)

Each Director will on an annual basis disclose all entities to which it is
related, affiliated or in which it holds a, direct or indirect, interest that
may do business with the Company or operate in the same industry.

(f)

A Director’s disclosure to the Board or a Committee of the Board shall
disclose the full nature and extent of that Director’s interest either in
writing or by having the interest entered in the minutes of the meeting of
the Board or such Committee of the Board.

(g)

A Director with a conflict of interest or who may be perceived as being in
a conflict of interest with respect to the Company shall abstain from
discussion and voting by the Board or any Committee of the Board on
any motion to recommend or approve the subject matter of such conflict
unless the matter relates primarily to the Director’s remuneration or
benefits or as otherwise permitted by applicable law or regulation. If the
conflict of interest is obvious and direct, the Director shall withdraw
while the item is being considered.

(h)

Without limiting the generality of “conflict of interest”, it shall be deemed
a conflict of interest if a Director, a Director’s relative, a member of the
Director’s household in which any relative or member of the household is
involved has a direct or indirect financial interest in, or obligation to, or a
party to a proposed or existing contract or transaction with the Company.

(i)

Directors shall not use information obtained as a result of acting as a
Director for personal benefit or for the benefit of others.

(j)

Any Director shall not use or provide to the Company any information
known by the Director that through a relationship with a third party the
Director is not legally able to use or provide.

(k)

Directors shall maintain the confidentiality of all information and records
obtained as a result of acting as a Director.

Section 7

Mandate Review

This Mandate shall be reviewed and approved by the Board each year after the
annual general shareholder meeting of the Company.
Section 8

General

The Board may perform any other activities consistent with this Mandate, the
Company’s Articles and any governing laws as the Board deems necessary or
appropriate.
Approved by the Board on February 10, 2017.
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