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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE SOUTHERN DISTRICT OF TEXAS
HOUSTON DIVISION
In re:
COBALT INTERNATIONAL ENERGY, INC., et al.,1
Debtors.

)
)
)
)
)
)
)
)

Chapter 11
Case No. 17-36709 (MI)
(Joint Administration Requested)
(Emergency Hearing Requested)

DEBTORS’ EMERGENCY MOTION FOR ENTRY OF INTERIM
AND FINAL ORDERS (I) AUTHORIZING POSTPETITION USE OF
CASH COLLATERAL, (II) GRANTING ADEQUATE PROTECTION TO THE
PREPETITION SECURED PARTIES, (III) MODIFYING THE AUTOMATIC STAY,
(IV) SCHEDULING A FINAL HEARING, AND (V) GRANTING RELATED RELIEF
THIS MOTION SEEKS ENTRY OF AN ORDER THAT MAY ADVERSELY AFFECT
YOU. IF YOU OPPOSE THE MOTION, YOU SHOULD IMMEDIATELY CONTACT THE
MOVING PARTY TO RESOLVE THE DISPUTE. IF YOU AND THE MOVING PARTY
CANNOT AGREE, YOU MUST FILE A RESPONSE AND SEND A COPY TO THE
MOVING PARTY. YOUR RESPONSE MUST STATE WHY THE MOTION SHOULD
NOT BE GRANTED. IF YOU DO NOT FILE A TIMELY RESPONSE, THE RELIEF MAY
BE GRANTED WITHOUT FURTHER NOTICE TO YOU. IF YOU OPPOSE THE
MOTION AND HAVE NOT REACHED AN AGREEMENT, YOU MUST ATTEND THE
HEARING. UNLESS THE PARTIES AGREE OTHERWISE, THE COURT MAY
CONSIDER EVIDENCE AT THE HEARING AND MAY DECIDE THE MOTION AT THE
HEARING.
EMERGENCY RELIEF HAS BEEN REQUESTED. IF THE COURT CONSIDERS THE
MOTION ON AN EMERGENCY BASIS, THEN YOU WILL HAVE LESS THAN 21 DAYS
TO ANSWER. IF YOU OBJECT TO THE REQUESTED RELIEF OR IF YOU BELIEVE
THAT THE EMERGENCY CONSIDERATION IS NOT WARRANTED, YOU SHOULD
FILE AN IMMEDIATE RESPONSE. A HEARING WILL BE HELD ON THIS MATTER
ON DECEMBER 14, 2017, AT 3:30 P.M. (CENTRAL TIME) BEFORE THE HONORABLE
MARVIN ISGUR, 515 RUSK STREET, COURTROOM 404, HOUSTON, TEXAS 77002.
REPRESENTED PARTIES SHOULD ACT THROUGH THEIR ATTORNEY.

The above-captioned debtors and debtors in possession (collectively, the “Debtors”)
respectfully state as follows in support of this motion.

1

The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification
number, are: Cobalt International Energy, Inc. (1169); Cobalt International Energy GP, LLC (7374); Cobalt
International Energy, L.P. (2411); Cobalt GOM LLC (7188); Cobalt GOM # 1 LLC (7262); and Cobalt GOM #
2 LLC (7316). The Debtors’ service address is: 920 Memorial City Way, Suite 100, Houston, Texas 77024.
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Introduction
1.

The Debtors’ access to cash collateral is critical for achieving their goals of steering

these chapter 11 cases to a value-maximizing sale and delivering recoveries to their stakeholders
through an accompanying chapter 11 plan. Without access to cash collateral—over $400 million
as of the petition date—the Debtors would be incapable of continuing to operate their businesses,
and these estates and their stakeholders would be immediately and irreparably harmed by the
destruction of value.
2.

The nature of the Debtors’ businesses requires the Debtors to have immediate use

of cash collateral. By having access to cash collateral, the Debtors will be able to continue their
operations and preserve value while simultaneously pursuing a sale of some or all of the Debtors’
assets under a chapter 11 plan. Through the use of cash collateral, the Debtors will have access to
the necessary funding to (a) continue the day-to-day operations of their businesses, (b) maintain
the value of their assets, (c) formulate, negotiate, and implement a value-maximizing sale
transaction and chapter 11 plan, and (d) fund these chapter 11 cases.
3.

With their chapter 11 goals in mind, and recognizing that substantially all of their

cash and other assets were pledged as collateral to secure their first and second note obligations,
the Debtors engaged in discussions with advisors to the indenture trustee for and an ad hoc group
of holders of their first lien notes before the petition date. (At the same time, the Debtors consulted
with advisors to other key constituencies, including an ad hoc group of unsecured noteholders
holding approximately 50 percent of the Debtors outstanding unsecured notes.)
4.

The Debtors successfully negotiated an agreed cash collateral order with these first

lien advisors. In consideration of the consent to use cash collateral, the Debtors have agreed to an
adequate protection package and other provisions of their proposed cash collateral order,
including:
2
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•

replacement and adequate protection liens and superpriority administrative claims
for any diminution in value of the first and second lien collateral;

•

monthly cash interest payments;

•

payment of the secured noteholders’ reasonable and documented professional fees
and expenses;

•

certain reporting and budgeting obligations; and

•

limited and reasonable time deadlines related to their progress through chapter 11
and their marketing and sale process.

5.

Access to Cash Collateral is absolutely necessary for the Debtors to proceed

through chapter 11 and provides the Debtors with the best opportunity to maintain their current
operations and implement a successful sale and restructuring transaction for the benefit of their
creditors. For these reasons and those set forth herein, the requested use of cash collateral and
related features of the proposed orders will maximize value and represent a sound exercise of the
Debtors’ business judgment. Accordingly, the Debtors respectfully request that the Court grant
this motion.
Relief Requested
6.

The Debtors hereby seek entry of an interim order (the “Interim Order”),

substantially in the form attached hereto as Exhibit A, and a final order (the “Final Order,”2 and
together with the Interim Order, the “Orders”), (a) authorizing the Debtors to use “Cash
Collateral,” as defined in section 363(a) of the Bankruptcy Code, (b) granting adequate protection,
solely to the extent provided herein, to the Prepetition Secured Parties, (c) modifying the automatic
stay imposed by section 362 of the Bankruptcy Code to the extent necessary to implement and

2

The Debtors will file the form of Final Order prior to the Final Hearing (as defined herein).

3
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effectuate the terms of the Orders, (d) scheduling a final hearing (the “Final Hearing”) to consider
approval of this motion on a final basis, and (e) granting related relief.
Jurisdiction and Venue
7.

The United States Bankruptcy Court for the Southern District of Texas (the

“Court”) has jurisdiction over this matter pursuant to 28 U.S.C. §§ 157 and 1334 and the Amended
Standing Order of Reference from the United States District Court for the Southern District of
Texas, dated May 24, 2012 (the “Amended Standing Order”). The Debtors confirm their consent,
pursuant to rule 7008 of the Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules”), to
the entry of a final order by the Court in connection with this motion to the extent that it is later
determined that the Court, absent consent of the parties, cannot enter final orders or judgments in
connection herewith consistent with Article III of the United States Constitution. Venue is proper
pursuant to 28 U.S.C. §§ 1408 and 1409.
8.
507,

and

The bases for the relief requested herein are sections 105, 361, 362, 363, 503, 506,
552

of

the

United

States

Bankruptcy

Code,

11

U.S.C.

§§ 101–1532

(the “Bankruptcy Code”), Bankruptcy Rules 2002, 4001, 6003, and 9014, rules 4001-1, 4002-1,
and 9013-1 of Bankruptcy Local Rules for the Southern District of Texas (the “Bankruptcy Local
Rules”), and the United States Bankruptcy Court for the Southern District of Texas Procedures for
Complex Chapter 11 Bankruptcy Cases (the “Complex Case Procedures”).
Background
9.

The Debtors are a publicly held offshore oil exploration and production company

with headquarters in Houston, Texas and operations primarily located off the coast of the United
States in the deepwater of the Gulf of Mexico and offshore Angola and Gabon in West Africa.
The Debtors have four named discoveries in the Gulf of Mexico, which include North Platte,
Shenandoah, Anchor, and Heidelberg. Heidelberg began initial production in January of 2016
4
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while North Platte, Shenandoah, and Anchor have been fully appraised and are now in
development. Additionally, the Debtors have made seven aggregate discoveries in offshore
Angola and maintain a non-operated interest in offshore Gabon, where the Debtors have one
discovery.
10.

On the date hereof (the “Petition Date”), each Debtor filed a voluntary petition for

relief under chapter 11 of the Bankruptcy Code. A detailed description surrounding the facts and
circumstances of these chapter 11 cases is set forth in the Declaration of David D. Powell, Chief
Financial Officer of Cobalt International Energy, Inc., in Support of Chapter 11 Petitions and
First Day Motions (the “First Day Declaration”), filed contemporaneously with this motion.3
11.

The Debtors continue to operate and manage their businesses as debtors in

possession pursuant to sections 1107(a) and 1108 of the Bankruptcy Code. The Debtors have
concurrently filed a motion requesting procedural consolidation and joint administration of these
chapter 11 cases pursuant to Bankruptcy Rule 1015(b).
Concise Statement Pursuant to Bankruptcy Rule 4001 and the Complex Case Procedures
12.

By this motion, the Debtors seek entry of the Interim Order and the Final Order.

The provisions of the Interim Order were extensively negotiated and are the most favorable terms
that the Debtors were able to obtain under the circumstances. Approval of the motion will ensure
the Debtors are able to maintain their operations, pursue and achieve a successful restructuring
transaction, and maximize the value of their estates for the benefit of all stakeholders.
Accordingly, the Debtors request that the Court enter the Interim Order and Final Order approving
the use of Cash Collateral.

3

Capitalized terms used but not defined herein shall have the meanings ascribed to such terms in the First Day
Declaration.

5
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13.

The below chart contains a summary of the material terms of the proposed use of

Cash Collateral, together with references to the applicable sections of the relevant source
documents, as required by Bankruptcy Rule 4001(b) and the Complex Case Procedures.4
Summary of Material Terms
Parties with an
Interest in Cash
Collateral
Bankruptcy Rule
4001(b)(1)(B)(i)

Location

Wilmington Trust, N.A., in its capacity as indenture trustee and
collateral agent (the “First Lien Indenture Trustee”), and each of the
parties holding First Lien Notes (as defined herein) (collectively, the
“First Lien Noteholders”) issued pursuant to the First Lien Indenture (as
defined herein).

Recitals
(b)(i),
(b)(ii)

Wilmington Trust, N.A., in its capacity as indenture trustee and
collateral agent (the “Second Lien Indenture Trustee”), and each of the
parties holding Second Lien Notes (as defined herein) (the “Second
Lien Noteholders”) issued pursuant to the Second Lien Indenture (as
defined herein).
Purposes for Use of
Cash Collateral
Bankruptcy Rule
4001(b)(1)(B)(ii)

For (i) working capital, other general corporate purposes, and
satisfaction of administrative costs and expenses of the Debtors incurred
in the chapter 11 cases, including first-day related relief subject to the
terms thereof; (ii) any other purpose as provided under the Approved
Budget (as defined herein); and (iii) adequate protection payments.

¶¶ F, 2

Budget
Bankruptcy Rule
4001(b)(1)(B)(ii)

The Debtors are authorized to use Cash Collateral during the period
beginning with the Petition Date, absent the occurrence of a
Termination Event (as defined herein), for the disbursements set forth
in the 13-week cash receipts and disbursements budget attached to the
Interim Order as Exhibit A (the “Approved Budget”). The Approved
Budget may be revised from time to time with the prior written consent
of the First Lien Indenture Trustee and counsel to the ad hoc group of
First Lien Notes (the “First Lien Ad Hoc Group”), which approval shall
not be unreasonably withheld. If the Debtors propose a revised
Approved Budget that is not agreed to by the First Lien Indenture
Trustee and counsel to the First Lien Ad Hoc Group, the Approved
Budget shall remain the then existing Approved Budget or such revised
Approved Budget as may be approved by the Court after a hearing.

¶¶ E, 4(d),
5(h)

The Debtors shall be required to provide to the advisors of each of the
First Lien Indenture Trustee, the First Lien Ad Hoc Group, and the ad
hoc group of Second Lien Noteholders a Budget Variance Report, as
described below:
•

4

each week (commencing on the fourth full week after the
Petition Date), the Debtors shall deliver a variance report from
the previous week comparing the actual cash receipts and
disbursements of the Debtors with the receipts and

Any summary of any terms of the Interim Order contained in this motion is qualified in its entirety by reference
to the provisions of the Interim Order. The Interim Order will control in the event of any inconsistency between
this motion and the Interim Order.

6
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Summary of Material Terms

Location
disbursements set forth in the Approved Budget, on a line item
basis;
•

each Budget Variance Report shall be cumulative, in that it
shall include all previous weeks in the current Budget Variance
Report;

•

any material variance shall be accompanied by a qualitative
explanation Budget Variance Report; and

The Debtors shall be deemed to be in compliance with the Approved
Budget:
•

unless the Debtors’ total operating disbursements for an
applicable three-week testing period exceed 115% of the
amount set forth in the Approved Budget for the applicable
testing period, measured at the conclusion of each three-week
period for which Budget Variance Reports (as defined in the
Interim Order) are required; and

•

in coming to such variance calculation, any positive or
negative variances—i.e., the amount by which total operating
disbursements are less or greater than 100% of the budgeted
amount—generated on account of prior testing periods shall be
carried forward and applied to the current variance testing
period.

Termination Date
Bankruptcy Rule
4001(b)(1)(B)(iii)

Upon the occurrence of an Event of Default (as defined herein), the First
Lien Indenture Trustee may submit written notice of such Event of
Default to the Debtors and certain other parties. The First Lien
Indenture Trustee or the First Lien Ad Hoc Group may revoke consent
to the Debtors’ use of Cash Collateral if such Event of Default remains
uncured for three (3) business days from the receipt of such notice (the
“Notice Period”). During the Notice Period the Debtors or any party in
interest shall be permitted to seek relief from the Court on an emergency
basis, including the non-consensual use of Cash Collateral. The
authority for use of Cash Collateral under the Interim Order shall
terminate upon the expiration of the Notice Period after an Event of
Default.

¶¶ 3, 5, 6

Termination Events/
Events of Default
Bankruptcy Rule
4001(b)(1)(B)(iii)

The following events of default (the “Events of Default”), unless
waived by the First Lien Indenture Trustee, may constitute termination
events (the “Termination Events”):

¶¶ 3, 5, 6

•

the Interim Order ceases to be in full force and effect and the
Final Order has not been entered;

•

any Debtor files a nonconsensual motion seeking modification
or extension of the Interim Order;

•

any Debtor asserts a claim or challenge in a court pleading
against any of the Prepetition Agents materially contrary to
any of the Debtors’ acknowledgements, stipulations, and
releases set forth in Interim Order;

•

a trustee or examiner with expanded powers relating to the
operation of the Debtors’ businesses is appointed in the chapter

7
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Summary of Material Terms

Location
11 cases, unless consented to by the Prepetition Agents and
counsel to the First Lien Ad Hoc Group;
•

the chapter 11 cases are dismissed or converted;

•

a nonconsensual order is entered reversing, amending,
supplementing, vacating, or otherwise modifying the Interim
Order or requiring repayment of amounts paid on account
thereof;

•

the Debtors fail to make timely adequate protection payments
pursuant to paragraph 4 of the Interim Order;

•

the Debtors file a motion seeking to incur indebtedness secured
by a lien on all or any portion of the Prepetition Collateral that
is senior in priority to the Prepetition Liens or that is entitled
to administrative expense priority status equal or senior to the
superpriority claims granted to the Prepetition Secured Parties
under the Interim Order;

•

the Debtors file a motion seeking nonconsensual authority to
use Cash Collateral, unless the First Lien Secured Obligations
have been paid in full to the satisfaction of the First Lien
Indenture Trustee and counsel the First Lien Ad Hoc Group;

•

the Debtors pay prepetition claims junior in interest or right to
the liens and mortgages on secured collateral held by First Lien
Notes Secured Parties;

•

an order granting relief from the automatic stay to the holder
or holders of any security interest is entered to permit
foreclosure (or the granting of a deed in lieu of foreclosure or
the like) on any of the Debtors’ assets, which have a value in
the aggregate in excess of $1,000,000;

•

one or more postpetition judgments are entered against any
Debtor, in each case, which have a value in the aggregate in
excess of $1,000,000;

•

the Debtors’ total operating disbursements for an applicable
three-week testing period exceed 115% of the amount set forth
in the Approved Budget for the applicable testing period,
measured at the conclusion of each three-week period for
which Budget Variance Reports are required (after applying
any applicable positive or negative variances, which shall be
carried forward and applied to the current period);

•

the Debtors fail to comply with any other material provision
set forth in the Interim Order; and

•

the Debtors fail to meet any of the following time deadlines
within three (3) business days after the Debtors receive written
notice of such failure from the First Lien Indenture Trustee or
counsel to the First Lien Ad Hoc Group:
o

the Debtors do not file a motion seeking approval of
bid procedures and a scheduling order on or before
the first day after the Petition Date;

8
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Summary of Material Terms

Adequate Protection
Bankruptcy Rule
4001(b)(1)(B)(iv)

Location
o

the Final Order has not been entered by the Court on
or before the 40th day after the Petition Date;

o

the Court has not granted the motion seeking approval
of bid procedures and scheduling order on or before
the 45th day after the Petition Date;

o

the Debtors have not filed a chapter 11 plan and
related disclosure statement on or before the 100th
day after the Petition Date; or

o

neither the effective date of a chapter 11 plan has
occurred pursuant to a confirmation order of the
Court, nor a sale of some or substantially all of the
Debtors’ assets has been consummated pursuant to a
sale order entered by the Court on or before the 197th
day after the Petition Date.

The adequate protection provided to the First Lien Secured Parties,
includes:
•

adequate protection liens encumbering all of Debtors’ now
owned and hereafter acquired real and personal property
(subject to the Carve Out set forth in paragraph 8 of the Interim
Order and valid, perfected, enforceable, and non-avoidable
liens senior to the applicable Prepetition Loan Documents (as
defined in the Interim Order)), including, subject to entry of a
final order, adequate protection liens on the proceeds of the
Avoidance Actions (as defined in the Interim Order),
excluding causes of action constituting Avoidance Actions;

•

allowed superpriority administrative claims against the
Debtors as provided in section 507(b) of the Bankruptcy Code,
with priority in payment over any and all unsecured claims and
administrative expense claims against the Debtors, including,
subject to entry of the Final Order, the proceeds of the
Avoidance Actions—subject and subordinate to the Carve
Out;

•

adequate protection payments to the First Lien Indenture
Trustee of accrued postpetition interest due and payable at the
default contract rate on an ongoing, monthly basis; and

•

payment of the reasonable and documented fees and expenses
incurred by the First Lien Secured Parties under the First Lien
Indenture, including fees of counsel.

The adequate protection provided to the Second Lien Secured Parties,
includes:
•

adequate protection liens encumbering all of the Debtors’ now
owned and hereafter acquired real and personal property,
including, subject to entry of the Final Order, on the proceeds
of the Avoidance Actions (subject to the Carve Out and valid
preexisting senior liens)—subject to the Intercreditor
Agreement;

•

allowed superpriority administrative claims against the
Debtors as provided in section 507(b) of the Bankruptcy Code,

9
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Summary of Material Terms

Location
with priority in payment over any and all unsecured claims and
administrative expense claims against the Debtors, including,
subject to the Final Order, the proceeds of the Avoidance
Actions—subject and subordinate to the Carve Out; and
•

payment of the reasonable and documented fees and expenses
incurred by the Second Lien Secured Parties under the Second
Lien Indenture, including fees of counsel.

Carve Out
Bankruptcy Rule
4001(b)(1)(B)(iii)

The Interim Order provides a “Carve Out” of certain statutory fees,
allowed professional fees of the Debtors and any official committee of
unsecured creditors appointed in the chapter 11 cases pursuant to
section 1103 of the Bankruptcy Code, and a “Post-Carve Out Trigger
Notice Cap,” all as set forth in paragraph 8 of the Interim Order.

¶8

Waiver/Modification
of Automatic Stay
Bankruptcy Rule
4001(b)(1)(B)(iii)

The Debtors are authorized and directed to execute and deliver to the
Prepetition Agents all such agreements, instruments, and other
documents as they may reasonably request to evidence, confirm, or
validate the perfection of the Adequate Protection Liens granted
pursuant to the Interim Order.

¶¶ 6, 12

Upon expiration of the Notice Period, unless the Court orders otherwise,
the automatic stay pursuant to section 362 of the Bankruptcy Code shall
be automatically terminated without further notice or order of the Court,
and the Prepetition Secured Parties shall be permitted to exercise all
rights and remedies set forth in the Interim Order without further order
or application or motion to the Court, and without restriction or restraint
by any stay under section 362 or 105 of the Bankruptcy Code.
Releases
Bankruptcy Rule
4001(b)(1)(B)(iii)

Upon the occurrence of the Investigation Termination Period, the
Debtors will waive and release any and all Claims against each of the
Prepetition Secured Parties and certain parties related thereto. The
Interim Order contains admissions, stipulations, agreements and
releases that will be binding on parties in interest if such parties in
interest do not challenge them pursuant to procedures and deadlines set
forth in the Interim Order.

¶ D.5

Stipulations of
the Debtors
Complex Case
Procedures, Ex. B

The Interim Order contains certain stipulations by the Debtors, among
other things, to:

¶D

•

the amount of the claims of the Prepetition Secured Parties as of
the Petition Date, provided that the Debtors do not provide any
acknowledgments, agreements, or stipulations with respect to the
amount or calculation of any Applicable Premium;

•

the validity and priority of the liens and security interests securing
the First Lien Obligations and the Second Lien Obligations (each
as defined in the Interim Order);

•

the lack of a basis to challenge or avoid the validity, enforceability,
priority, or perfection of the liens and security interests securing
the First Lien Obligations and the Second Lien Obligations; and

•

the absence of claims or causes of action against any of First Lien
Notes Secured Parties or their agents, whether arising under
applicable state, federal, or foreign law, or whether arising under

10
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Summary of Material Terms

Location
or in connection with any of the Prepetition Loan Documents, the
Prepetition Secured Obligations, or the Prepetition Liens.

Binding Effect of the
Debtors’ Stipulations
on Third Parties
Bankruptcy Rule
4001(b)(1)(B)(iii);
Complex Case
Procedures, Ex. B.

As a result of the Debtors’ review of the First Lien Indenture, Second
Lien Indenture, and the facts relating thereto, the Debtors have
admitted, stipulated, and agreed to the various stipulations and
admissions contained in the Interim Order, which stipulations and
admissions shall be binding upon the Debtors and any of its successors
and assigns, and on each of the Debtors’ estates, and all entities and
persons, including any creditors of the Debtors, and each of their
respective representatives, successors, and assigns, including, without
limitation, any trustee or other representative appointed in these chapter
11 cases.

¶¶ D, 7

The stipulations and admissions contained in the Interim Order,
including without limitation, in paragraph D thereof, shall also be
binding upon all other parties in interest subject to customary rights of
an official committee of unsecured creditors appointed in the chapter 11
cases or another party in interest with proper standing to seek to
challenge such stipulations and admissions.
To challenge the stipulations and admissions, an interested party must
(a) have timely filed an adversary proceeding by no later than the date
that is seventy-five (75) calendar days after the date of entry of the
Interim Order and sixty (60) days after any official committee of
unsecured creditors appointed in the chapter 11 cases (the
“Investigation Termination Period”), and (b) the Court must enter a
final, non-appealable order ruling in favor of the plaintiff sustaining any
such Claims and Defenses in any such duly filed adversary proceeding,
provided that:
•

any Claim and Defense not so specified prior to the expiration
of the foregoing applicable Investigation Termination Period
shall be forever deemed waived, released, and barred;

•

if a Claim and Defense relates only to certain or part of the
Prepetition Secured Obligations, but not others, then such
Claim and Defense shall not toll the Investigation Termination
Period as against the unaffected secured obligations; and

•

findings and admissions not expressly challenged in such
adversary proceeding or contested matter prior to the
Investigation Termination Period are binding on third parties.

506(c)
Bankruptcy Rule
4001(b)(1)(B)(iii)

Subject to entry of the Final Order, except to the extent of the Carve
Out, no costs or expenses of administration which have been or may be
incurred in any of the chapter 11 cases at any time shall be charged
against any Postpetition Secured Party, any of the Prepetition Secured
Obligations, any of their respective claims, or the Collateral pursuant to
sections 506(c) or 105(a) of the Bankruptcy Code, or otherwise, without
the prior written consent of the affected Prepetition Agent, and no such
consent shall be implied from any other action, inaction, or
acquiescence by any of the Prepetition Secured Parties or their
respective representatives.

¶ 13

Provisions Affecting

Subject to entry of the Final Order, in no event shall any of the

¶¶ K, 16

11
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Summary of Material Terms
Prepetition Secured Parties be subject to the equitable doctrine of
Consideration of the
“marshaling” or other similar doctrine with respect to any of the
Equities of the Case
Complex Case
Collateral, provided that any Prepetition Secured Party shall be entitled
to seek to apply such marshaling or similar doctrines with respect to
Procedures, Ex. B.
another Prepetition Secured Party.

Location

Each of the Prepetition Secured Parties shall be entitled to all of the
rights and benefits of section 552(b) of the Bankruptcy Code, and,
subject to entry of the Final Order, the “equities of the case” exception
under Bankruptcy Code section 552(b) shall not apply to the Prepetition
Secured Parties with respect to proceeds, products, offspring, or profits
of any of the Prepetition Collateral (including any charter-hire receipts,
earnings, insurance proceeds, or similar payments received by an
applicable Obligor after the Petition Date).

Statement Regarding Significant Provisions
14.

The Interim Order and Final Order contain certain of the provisions

(the “Significant Provisions”)5 identified on Exhibit B to the Complex Case Procedures as
summarized in the Attorney Checklist Concerning Motion and Order Pertaining to Use of Cash
Collateral attached hereto as Exhibit B.
15.

The Interim Order: (a) binds the estate or any parties in interest with respect to the

validity, perfection, or amount of a secured creditor’s prepetition lien or debt or the waiver of
claims against the secured creditor (subject to certain challenge rights); (b) subject to entry of the
Final Order, waives the Debtors’ rights under section 506(c) of the Bankruptcy Code; (c) subject
to entry of the Final Order, grants the Prepetition Secured Parties adequate protection liens on the
proceeds of the Debtors’ claims and causes of action under chapter 5 of the Bankruptcy Code;
(d) grants superpriority, administrative adequate protection claims; and (e) establishes time
5

Significant Provisions refer to those provisions that: (a) grant cross-collateralization protection (other than
replacement liens or other adequate protection) to prepetition secured creditors; (b) deem prepetition secured debt
to be postpetition debt or that use postpetition loans from a prepetition secured creditor to pay part or all of that
secured creditor’s prepetition debt, other than as provided in section 552(b) of the Bankruptcy Code; (c) bind the
bankruptcy estates or any parties in interest with respect to the validity, perfection, or amount of the secured
creditor’s prepetition lien or debt or the waiver of claims against the secured creditor; (d) waive or limit the
estate’s rights under section 506(c) of the bankruptcy code; (e) grant prepetition secured creditors liens on the
debtor’s claims and causes of action arising under chapter 5 of the Bankruptcy Code; (f) impose deadlines for the
filing of a plan or disclosure statement; and (g) grant an administrative claim.

12

Case 17-36709 Document 14 Filed in TXSB on 12/14/17 Page 13 of 30

deadlines in respect of certain actions in these chapter 11 cases, including the filing of a chapter
11 plan and related disclosure statement.
16.

The explanation for the inclusion of the foregoing Significant Provisions, as

required by rule 4(C)(vii) of the Complex Case Procedures, which is made applicable hereunder
by Bankruptcy Local Rule 1075-1, is that such Significant Provisions are necessary to obtain the
Prepetition Secured Parties’ consent to the use of Cash Collateral under the Interim Order. The
Significant Provisions are appropriate to adequately protect the Prepetition Secured Lenders’
interests in their collateral, including Cash Collateral. And the Debtors submit that the time
deadlines set forth in the Interim Order are reasonable, achievable, and aligned with the valuemaximizing schedule contemplated under the bidding procedures motion. As set forth herein,
granting the relief requested pursuant to the Interim Order is critical to the continued safe operation
of the Debtors’ businesses and will optimize the value of the Debtors’ estates for all parties in
interest.
17.

In light of the foregoing, the Debtors submit that the Significant Provisions are

appropriate under the facts and circumstances of the chapter 11 cases. Accordingly, the Significant
Provisions in the Interim Order should be approved.
The Debtors’ Prepetition Indebtedness and Need for Liquidity
18.

As of the Petition Date, the Debtors’ long-term debt obligations totaled

approximately $2.8 billion arising under (a) first lien and second lien notes issued by Cobalt
International Energy, Inc. (“Cobalt”) and guaranteed by certain of the Debtors, and (b) convertible,
senior unsecured notes issued by Cobalt. As of the Petition Date, the Debtors’ funded debt
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obligations are summarized as follows:
Debt
First Lien Notes
Second Lien Notes
2019 Unsecured Notes
2024 Unsecured Notes

Maturity
December 1, 2021
December 1, 2023
December 1, 2019
May 15, 2024
Total

I.

Balance
$500 million
$934.7 million
$619.2 million
$786.9 million
$2.8 billion

The First Lien Notes.
19.

The Debtors are obligors in respect of certain first lien notes (the “First Lien

Notes”) issued under that certain Senior Secured Notes Indenture, dated as of December 6, 2016
(as may be amended and supplemented from time to time, the “First Lien Indenture”), by and
among Cobalt, as issuer, the remaining Debtors as guarantors6 (the “Guarantors”), and the First
Lien Indenture Trustee (together with the First Lien Noteholders, the “First Lien Secured Parties”).
The First Lien Notes are secured by first-priority liens on substantially all of the assets of the
Debtors and Guarantors (the “Prepetition Collateral”), including 65 percent of Cobalt International
Energy, LP’s equity interests in non-debtor Cobalt International Energy Overseas, Ltd.7 The First
Lien Notes bear interest at an annual rate of 10.75%, which is payable semi-annually on June 1
and December 1.
20.

The obligations under the First Lien Notes (the “First Lien Secured Obligations”)

are senior secured obligations and rank effectively senior to obligations under the Second Lien
Notes and the Unsecured Notes (as defined herein) to the extent of the value of the Prepetition
Collateral and junior to all existing and future indebtedness secured by assets not constituting

6

For the avoidance of doubt, the Guarantors are Cobalt International Energy GP, LLC; Cobalt International Energy,
LP; Cobalt GOM LLC; Cobalt GOM # 1 LLC; and Cobalt GOM # 2 LLC.

7

Cobalt International Energy Overseas, Ltd. directly owns interests in certain Cobalt non-debtors conducting oil
and gas exploration and production operations in the coastal waters off of Angola and the Gabonese Republic.
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Prepetition Collateral. The First Lien Notes mature on December 1, 2021. As of the Petition Date,
$500.0 million in aggregate principal amount of First Lien Notes remain outstanding.
II.

The Second Lien Notes.
21.

The Debtors are obligors in respect of certain second lien notes (the “Second Lien

Notes”) issued under that certain Senior Secured Notes Indenture, dated as of December 6, 2016
(as may be amended and supplemented from time to time, the “Second Lien Indenture”),8 by and
among Cobalt, as issuer, the Guarantors, and the Second Lien Indenture Trustee (together with the
Second Lien Noteholders, the “Second Lien Secured Parties”). The Second Lien Notes are secured
by second-priority liens on the Prepetition Collateral and bear interest at an annual rate of 7.75%,
which is payable semi-annually on June 1 and December 1.
22.

The obligations under the Second Lien Notes (the “Second Lien Secured

Obligations”) are senior secured obligations and rank effectively senior to obligations under the
Unsecured Notes (as defined herein) to the extent of the value of the Prepetition Collateral, junior
to the obligations under the First Lien Notes, and junior to all existing and future indebtedness
secured by assets not constituting Prepetition Collateral. The Second Lien Notes mature on
December 1, 2023. As of the Petition Date, approximately $934.7 million in aggregate principal
amount of Second Lien Notes remain outstanding.
III.

The 2019 Unsecured Notes.
23.

Parent Debtor Cobalt has issued certain convertible senior unsecured notes (the

“2019 Unsecured Notes”) under that certain Senior Indenture, dated as of December 17, 2012 (as

8

The Second Lien Indenture was amended and supplemented by the First Supplemental Indenture dated as of
January 30, 2017, the Second Supplemental Indenture dated as of April 24, 2017, and the Third Supplemental
Indenture dated as of May 18, 2017.
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may be amended and supplemented from time to time, the “2019 Indenture”),9 with Wells Fargo
Bank, National Association, as trustee (the “2019 Notes Trustee”). The 2019 Unsecured Notes
are not guaranteed. The 2019 Unsecured Notes bear interest at an annual rate of 2.625%, which
is payable semi-annually on June 1 and December 1. The 2019 Unsecured Notes are convertible
before maturity at the option of the holder to approximately 28.02 shares of common stock per
$1,000 in principal amount, before giving effect to the one-for-fifteen reverse stock split of
Cobalt’s common stock and subject to certain other adjustments. The 2019 Unsecured Notes
mature on December 1, 2019. As of the Petition Date, approximately $619.2 million in aggregate
principal amount of 2019 Unsecured Notes remain outstanding.
IV.

The 2024 Unsecured Notes.
24.

In addition, parent Debtor Cobalt has also issued certain convertible senior

unsecured notes (the “2024 Unsecured Notes,” together with the 2019 Notes, the “Unsecured
Notes”) under that certain Senior Indenture, dated as of December 17, 2012 (as may be amended
and supplemented from time to time, the “2024 Indenture”),10 with Wells Fargo Bank, National
Association, as trustee (the “2024 Notes Trustee,” and together with the 2019 Notes Trustee, the
“Unsecured Notes Trustee”). The 2024 Unsecured Notes are not guaranteed. The 2024 Unsecured
Notes bear interest at an annual rate of 3.125%, which is payable semi-annually on May 15 and
November 15. The 2024 Unsecured Notes are convertible before maturity at the option of the
holder to approximately 43.36 shares of common stock per $1,000 in principal amount, before
giving effect to the one-for-fifteen reverse stock split of Cobalt’s common stock and subject to

9

The 2019 Unsecured Notes were issued pursuant to the Senior Indenture dated as of December 17, 2012, as
amended and supplemented by the First Supplemental Indenture dated as of December 17, 2012.

10

The 2024 Unsecured Notes were issued pursuant to the Senior Indenture dated as of December 17, 2012, as
amended and supplemented by the, as amended and supplemented by the Second Supplemental Indenture dated
as of May 13, 2014.
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certain other adjustments. The 2024 Unsecured Notes mature on May 15, 2024. As of the Petition
Date, approximately $786.9 million in aggregate principal amount of 2024 Unsecured Notes
remain outstanding.
V.

The Intercreditor Agreement.
25.

The relationship and relative lien priorities among the First Lien Secured Parties

and the Second Lien Secured Parties (together, the “Prepetition Secured Parties”) are subject to
that certain Collateral Agency and Intercreditor Agreement, dated as of December 6, 2016 (as
amended from time to time and with all supplements and exhibits thereto, the “Intercreditor
Agreement”), by and among Cobalt, the Guarantors, the First Lien Indenture Trustee, and the
Second Lien Indenture Trustee. The Intercreditor Agreement, among other things, provides that
the liens and security interests of the Second Lien Secured Parties are subordinate to the liens and
security interests of the First Lien Secured Parties with respect to Prepetition Collateral. See
Intercreditor Agreement, § 2.1. The Intercreditor Agreement also governs certain of the respective
rights and interests among the secured parties, including, limitations on the Second Lien Secured
Parties’ rights to object to the Debtors’ proposed use of cash collateral related to a chapter 11
proceeding in which the First Lien Indenture Trustee, on behalf of the First Lien Secured Parties,
has consented to the use of such cash collateral. See Intercreditor Agreement, § 6.1. If the First
Lien Indenture Trustee, on behalf of the First Lien Secured Parties, has consented to the use of
such cash collateral, the Second Lien Indenture Trustee, on behalf of the Second Lien Secured
Parties, is also deemed to have consented to the Debtors’ use of cash collateral. See id.
The Debtors Have an Immediate Need for Use of Cash Collateral
26.

The Debtors’ businesses require immediate access to liquidity to ensure that they

are able to continue operating during the chapter 11 cases, preserve the value of their estates for
the benefit of all parties in interest, and pursue the restructuring transaction contemplated by the
17
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chapter 11 cases. Without prompt access to Cash Collateral, the Debtors may be unable to pay
employees, satisfy trade payables incurred in the ordinary course of business, preserve and
maximize the value of their estates, and fund the administration of these chapter 11 cases and their
ongoing marketing process, which would cause immediate and irreparable harm to the value of the
Debtors’ estates to the detriment of all stakeholders.
27.

The Debtors also rely on the encumbered cash generated from their producing asset

(Heidelberg) to fund working capital, capital expenditures, research and development efforts, and
for other general corporate purposes. During the chapter 11 cases, the Debtors will need this
operating revenue to satisfy payroll, pay suppliers, meet overhead, pay expenses pursuant to joint
operating agreements for their North Platte assets (operated by the Debtors), satisfy joint interest
billings for their other properties (where the Debtors are a non-operating working interest holder),
satisfy delay rental payments required to maintain their interests in oil and gas leases, fund
committed and uncommitted authorizations for expenditure, and make any other payments that are
essential for the continued management, operation, and preservation of the Debtors’ businesses.
The ability to satisfy these expenses as and when due is essential to the Debtors’ continued
operation of their businesses during the pendency of the chapter 11 cases.
Summary of Proposed Use of Cash Collateral
28.

The Debtors seek authority to use Cash Collateral for working capital, general

corporate purposes, administrative costs and expenses of the chapter 11 cases, and adequate
protection payments to the Prepetition Secured Parties. Pursuant to the Interim Order, the Debtors’
right to use Cash Collateral will commence on the Petition Date and shall remain in effect until
the earlier of: (a) 45 days after the date the Interim Order is entered if the Final Order has not been
entered by this Court on or before such date; and (b) upon expiration of the Notice Period following
an Event of Default, subject to any order from the Court.
18
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29.

The Debtors, with the assistance of their advisors, have formulated the Approved

Budget, which is a 13-week cash flow budget, in form and substance reasonably satisfactory to the
First Lien Indenture Trustee and counsel to the First Lien Ad Hoc Group, for the use of Cash
Collateral during the interim period. The Approved Budget contains line items for each category
of cash flows anticipated to be received or disbursed during the time period for which the Approved
Budget is prepared. The Debtors believe that the Approved Budget will provide the Debtors with
adequate liquidity and that it includes all reasonable, necessary, and foreseeable expenses to be
incurred in connection with the operation of their business for the period set forth in the Approved
Budget.
Basis for Relief
I.

The Use of Cash Collateral Is Warranted and Should Be Approved.
30.

The Debtors’ use of property of their estates, including the Cash Collateral, is

governed by section 363 of the Bankruptcy Code,11 which provides in relevant part that:
If the business of the debtor is authorized to be operated under
section . . . 1108 . . . of this title and unless the court orders
otherwise, the [debtor] may enter into transactions, including the
sale or lease of property of the estate, in the ordinary course of
business, without notice or a hearing, and may use property of the
estate in the ordinary course of business without notice or a hearing.
11 U.S.C. § 363(c)(1).

11

Section 363(a) of the Bankruptcy Code defines “cash collateral” as follows:
Cash, negotiable instruments, documents of title, securities, deposit accounts, or
other cash equivalents whenever acquired in which the estate and an entity other
than the estate have an interest and includes the proceeds, products, offspring
rents, or profits of property and the fees, charges, accounts or other payments for
the use or occupancy of rooms and other public facilities in hotels, motels, or other
lodging properties subject to a security interest as provided in section 552(b) of
this title, whether existing before or after the commencement of a case under this
title.
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31.

Pursuant to section 363(c)(2) of the Bankruptcy Code, a debtor may not use cash

collateral unless “(A) each entity that has an interest in such cash collateral consents; or (B) the
court, after notice and a hearing, authorizes such use, sale, or lease in accordance with the
provisions of this section.”
32.

It is essential to the Debtors’ successful sale and restructuring that they have

sufficient funds to operate their businesses in the ordinary course, and at a level that is on par with
their prepetition performance. Absent the use of Cash Collateral, the Debtors may not have
sufficient working capital to (a) make payments to employees, operators, royalty interest holders,
working interest holders, vendors, or suppliers, (b) satisfy ordinary operating costs, and (c) fund
the administrative costs of the chapter 11 cases. Furthermore, as discussed above, and in
accordance with section 363(c)(2) of the Bankruptcy Code, the Prepetition Secured Parties have
consented to the Debtors’ use of Cash Collateral pursuant to the terms of the Interim Order,
including the Approved Budget. Accordingly, the Debtors respectfully submit that they have
satisfied the standards of section 363(c)(2) of the Bankruptcy Code, the use of Cash Collateral is
in the best interests of the Debtors’ estates, and the Interim Order should be approved.
II.

The Debtors’ Proposed Grant of Adequate Protection to Use Cash Collateral Is
Appropriate.
33.

Section 363(c)(2) of the Bankruptcy Code provides that, absent consent, a debtor

may use cash collateral where “the court, after notice and a hearing, authorizes such use, sale, or
lease in accordance with the provisions of this section.” 11 U.S.C. § 363(c)(2)(A)–(B). Section
363(e) of the Bankruptcy Code requires that the debtor adequately protect secured creditors’
interest in property to be used by a debtor against any diminution in value of such interest resulting
from the debtor’s use of the property during the chapter 11 proceedings.

20
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34.

Generally, what constitutes sufficient adequate protection is decided on a

case-by-case basis. See In re Columbia Gas Sys., Inc., 1992 WL 79323, at *2 (Bankr. D. Del. Feb.
18, 1992); see also In re Martin, 761 F.2d 472 (8th Cir. 1985); In re Mosello, 195 B.R. 277, 289
(Bankr. S.D.N.Y. 1996); In re Sw. Assocs., 140 B.R. 360 (Bankr. S.D.N.Y. 1992). By granting
adequate protection, the Bankruptcy Code seeks to shield a secured creditor from diminution in
the value of its interest in the particular collateral during the period of use. See In re Hubbard
Power & Light, 202 B.R. 680 (Bankr. E.D.N.Y. 1996); In re 495 Cent. Park Ave. Corp., 136 B.R.
626, 631 (Bankr. S.D.N.Y. 1992); In re Beker Indus. Corp., 58 B.R. 725, 736 (Bankr. S.D.N.Y.
1986). Adequate protection can come in various forms, including the payment of adequate
protection fees, payment of interest, and granting of replacement liens.
35.

As described more fully above, and as set forth in the Interim Order, the Debtors

propose to provide the Prepetition Secured Parties with an adequate protection package that
sufficiently protects their collateral during the pendency of the chapter 11 cases, and is consented
to by the Prepetition Secured Parties.
36.

More specifically, the Debtors propose to provide the First Lien Secured Parties

with adequate protection, to the extent of any diminution in value of their interests in the
Prepetition Collateral, which includes: (a) allowed superpriority administrative claims pursuant
to section 507(b) of the Bankruptcy Code, subject to the Carve Out and prior permitted liens;
(b) adequate protection liens on the Prepetition Collateral, including Cash Collateral (collectively,
the “First Lien Adequate Protection Liens”); (c) adequate protection payments, including (i)
adequate protection payments to the First Lien Indenture Trustee for accrued and unpaid
postpetition interest due and payable at the default, contract rate on an ongoing, monthly basis,
plus (ii) payment of the reasonable and documented fees and expenses incurred by the First Lien
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Secured Parties, including fees of counsel; and (d) the Debtors’ compliance with the Approved
Budget, subject to certain permitted variances, and other financial reporting.
37.

The Debtors propose to provide the Second Lien Secured Parties with adequate

protection, to the extent of any diminution in value of their interests in the Prepetition Collateral,
which includes: (a) allowed superpriority administrative claims pursuant to section 507(b) of the
Bankruptcy Code, subject to the Carve Out and prior permitted liens; (b) adequate protection liens
on the Prepetition Collateral, including Cash Collateral (collectively, the “Second Lien Adequate
Protection Liens”); (c) adequate protection payments, including payment of the reasonable and
documented fees and expenses incurred by the Second Lien Secured Parties, including fees of
counsel; and (d) the Debtors’ compliance with the Approved Budget, subject to certain permitted
variances, and other financial reporting.

The Second Lien Adequate Protection Liens and

superpriority administrative claims shall be subject to the Intercreditor Agreement.
38.

Additionally, the Prepetition Secured Parties will inherently benefit from Debtors’

use of Cash Collateral, which will prevent avoidable diminution of the value of the Cash Collateral
and enhance the likelihood of preserving, or even increasing, the Debtors’ overall going concern
value as the Debtors proceed with these chapter 11 cases. Preservation of the Debtors’ business
as a going concern in and of itself serves to provide such parties “adequate protection” for
Bankruptcy Code purposes. See 495 Cent. Park Ave. Corp., 136 B.R. at 631 (noting that, in
determining whether protection is “adequate,” courts consider “whether the value of the debtor’s
property will increase as a result of the” use of collateral or provision of financing); In re Sky
Valley, Inc., 100 B.R. 107, 114 (Bankr. N.D. Ga. 1988) (“an increase in the value of the collateral
. . . resulting from superpriority financing could result in adequate protection.” (citation omitted)),
aff’d, 99 B.R. 117 (N.D. Ga. 1989).

22

Case 17-36709 Document 14 Filed in TXSB on 12/14/17 Page 23 of 30

39.

Courts in this district have granted similar relief in other recent chapter 11 cases.

See, e.g., In re Seadrill Limited, No. 17-60079 (DRJ) (Bankr. S.D. Tex. Sept. 12, 2017); In re
Mem. Prod. Partners LP, No. 17-30262 (MI) (Bankr. S.D. Tex. Jan. 17, 2017); In re LINN Energy,
LLC, No. 16-60040 (DRJ) (Bankr. S.D. Tex. May 13, 2016); In re Midstates Petrol. Co.,
No. 16-32237 (DRJ) (Bankr. S.D. Tex. May 2, 2016); In re Southcross Holdings LP, No. 16-20111
(MI) (Bankr. S.D. Tex. Apr. 15, 2016).12
40.

For the reasons detailed herein and in the First Day Declaration, the Debtors submit

that the proposed adequate protection is necessary and appropriate to ensure the Debtors can
continue to use Cash Collateral and protect the Prepetition Secured Parties from any diminution in
value to the Cash Collateral. Accordingly, the Debtors submit that the adequate protection is
(a) fair and reasonable, (b) necessary to satisfy the requirements of sections 363(c)(2) and 363(e)
of the Bankruptcy Code, and (c) in the best interests of the Debtors and their estates.
III.

The Scope of the Carve Out Is Appropriate.
41.

The proposed adequate protection is subject to the Carve Out. Without the Carve

Out, the Debtors and other parties in interest may be deprived of certain rights and powers because
the services for which professionals may be paid in the chapter 11 cases would be restricted. See
In re Ames Dep’t Stores, Inc., 115 B.R. 34, 40 (Bankr. S.D.N.Y. 1990) (observing that courts insist
on carve-outs for professionals representing parties in interest because “[a]bsent such protection,
the collective rights and expectations of all parties-in-interest are sorely prejudiced”). The Carve
Out does not directly or indirectly deprive the Debtors’ estates or other parties in interest of
possible rights and powers. Additionally, the Carve Out protects against administrative insolvency

12

Because of the voluminous nature of the orders cited herein, such orders have not been attached to this motion.
Copies of these orders are available upon request of the Debtors’ proposed counsel.
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during the course of the chapter 11 cases by ensuring that assets remain for the payment of the
Clerk of the Court or U.S. Trustee fees and professional fees of the Debtors and a statutory
committee.
IV.

The Automatic Stay Should Be Modified on a Limited Basis.
42.

The proposed Interim Order provides that the automatic stay provisions of

section 362 of the Bankruptcy Code will be modified to permit the Debtors to grant the security
interests and liens described above to the Prepetition Secured Parties, and to perform such acts as
may be requested to assure the perfection and priority of such security interests and liens. The
Interim Order further provides that the automatic stay is modified and vacated to the extent
necessary, upon the expiration of the Notice Period following the occurrence and continuation of
an Event of Default, to allow the Prepetition Secured Parties to exercise the rights and remedies
available under the First Lien Indenture, the Second Lien Indenture, the Interim Order, or
applicable law (subject only to the Carve Out), including exercising all rights and remedies set
forth in the Interim Order without further order or application or motion to the Court.
43.

The Debtors have determined, in an exercise of their business judgment that such

stay modification is appropriate under the circumstances, in the context of a negotiated, consensual
cash collateral order. Further, stay modifications of this kind are ordinary, and are reasonable and
fair under the circumstances of these chapter 11 cases. Courts in this district have granted similar
relief in other recent chapter 11 cases. See, e.g., In re Seadrill Limited, No. 17-60079 (DRJ)
(Bankr. S.D. Tex. Sept. 12, 2017); In re Mem’l Prod. Partners LP, No. 17-30262 (MI) (Bankr.
S.D. Tex. Jan. 17, 2017); In re LINN Energy, LLC, No. 16-60040 (DRJ) (Bankr. S.D. Tex. May
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13, 2016); In re Midstates Petrol. Co., No. 16-32237 (DRJ) (Bankr. S.D. Tex. May 2, 2016); In re
Southcross Holdings LP, No. 16-20111 (MI) (Bankr. S.D. Tex. Apr. 15, 2016).13
V.

Failure to Obtain Immediate Interim Access to Cash Collateral Would Cause
Immediate and Irreparable Harm.
44.

Bankruptcy Rule 4001(b) and (c) provide that a final hearing on a motion to use

cash collateral pursuant to section 363 of the Bankruptcy Code may not be commenced earlier than
14 days after service of such motion. The Court, however, is authorized to conduct an expedited
hearing prior to the expiration of such 14-day period and to authorize the use of cash collateral
where, as here, such relief is necessary to avoid immediate and irreparable harm to the debtor’s
estate. See Bankruptcy Rule 4001(b)(2). Section 363(c)(3) of the Bankruptcy Code authorizes the
Court to conduct a preliminary hearing and to authorize the use of cash collateral “if there is a
reasonable likelihood that the [debtor] will prevail at the final hearing under [section 363(e) of the
Bankruptcy Code].” Furthermore, the Complex Case Procedures provide that “on motion by the
Debtors, a hearing will routinely be conducted within three business days to consider . . . cash
collateral use[.]” Complex Case Procedures, ¶ 4.A.
45.

Pending the final hearing, the Debtors require immediate access to Cash Collateral

in order to satisfy the day-to-day working capital needs of the Debtors’ business operations.
Access to liquidity will address key constituents’ concerns regarding the Debtors’ financial health
and ability to continue operations in light of the chapter 11 cases. The Debtors have an immediate
need for access to liquidity to, among other things, permit the orderly continuation of the operation
of their business. To protect the Prepetition Secured Parties, the Debtors’ use of Cash Collateral

13

Because of the voluminous nature of the orders cited herein, such orders have not been attached to this motion.
Copies of these orders are available upon request of the Debtors’ proposed counsel.
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will be subject to the Approved Budget, taking into account permitted variances, thereby providing
additional safeguards for all creditors of the Debtors’ estates.
46.

In light of the foregoing, the Debtors submit that they have satisfied the

requirements of Bankruptcy Rule 4001(b) and (c) to support immediate access to Cash Collateral
and the pending the entry of the Final Order, and respectfully request that the Court grant the relief
requested herein and authorize the immediate use of the Case Collateral pursuant to the terms and
conditions set forth in the Interim Order.
Request for Final Hearing
47.

Pursuant to Bankruptcy Rule 4001(b)(2) and the Complex Case Procedures, the

Debtors request that the Court set a date for the Final Hearing that is as soon as practicable, and
fix the time and date prior to the Final Hearing for parties to file objections to this motion.
Emergency Consideration
48.

In accordance with Bankruptcy Local Rule 9013-1(i), the Debtors respectfully

request emergency consideration of this motion pursuant to Bankruptcy Rule 6003, which
empowers a court to grant relief within the first 21 days after the commencement of a chapter 11
case “to the extent that relief is necessary to avoid immediate and irreparable harm.” As set forth
in this motion, the Debtors believe an immediate and orderly transition into chapter 11 is critical
to the viability of their operations and that any delay in granting the relief requested could hinder
the Debtors’ operations and cause irreparable harm. Furthermore, the failure to receive the
requested relief during the first 21 days of these chapter 11 cases would severely disrupt the
Debtors’ operations at this critical juncture. Accordingly, the Debtors submit that they have
satisfied the “immediate and irreparable harm” standard of Bankruptcy Rule 6003 and, therefore,
respectfully request that the Court approve the relief requested in this motion on an emergency
basis.
26
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Waiver of Bankruptcy Rule 4001(a)
49.

The Debtors request a waiver of the stay of the effectiveness of the order approving

this motion under Bankruptcy Rule 4001(a)(3). Bankruptcy Rule 4001(a)(3) provides that “[an]
order granting a motion for relief from an automatic stay made in accordance with Rule 4001(a)(1)
is stayed until the expiration of fourteen days after entry of the order, unless the court orders
otherwise.” As set forth herein, the use of Cash Collateral is necessary to allow the Debtors to
operate their business, transition smoothly into the chapter 11 cases, and effectuate a subsequent
restructuring transaction. Furthermore, allowing the Debtors’ use of Cash Collateral will prevent
irreparable harm to the Debtors’ estates. Accordingly, the Debtors submit that ample cause exists
to justify the waiver of the fourteen-day stay imposed by Bankruptcy Rule 4001(a)(3).
Reservation of Rights
50.

Nothing contained herein is intended or shall be construed as: (a) an admission as

to the amount of, basis for, or validity of any claim against the Debtors under the Bankruptcy Code
or other applicable nonbankruptcy law; (b) a waiver of the Debtors’ rights to dispute any claim on
any grounds; (c) a promise or requirement to pay any prepetition claim; (d) an assumption,
adoption, or rejection of any agreement, contract, or lease under section 365 of the Bankruptcy
Code; (e) an admission as to the validity, enforceability, or perfection of any lien on, security
interest in, or other encumbrance on property of the Debtors’ estates; or (f) a waiver of any claims
or causes of action which may exist against any entity.
Notice
51.

The Debtors will provide notice of this motion to: (a) the Office of the U.S. Trustee

for the Southern District of Texas; (b) the holders of the 30 largest unsecured claims against the
Debtors (on a consolidated basis); (c) the indenture trustee for the Debtors’ first lien notes; (d) the
indenture trustee for the Debtors’ second lien notes; (e) the indenture trustee for the Debtors’
27
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2.625% senior convertible notes; (f) the indenture trustee for the Debtors’ 3.125% senior
convertible notes; (g) counsel to the parties referenced in clauses (c) to (f); (h) the United States
Attorney’s Office for the Southern District of Texas; (i) the Internal Revenue Service; (j) the
United States Securities and Exchange Commission; (k) the state attorneys general for states in
which the Debtors conduct business; and (l) any party that has requested notice pursuant to
Bankruptcy Rule 2002. The Debtors submit that, in light of the nature of the relief requested, no
other or further notice is required.
No Prior Request
52.

No prior request for the relief sought in this motion has been made to this or any

other court.
[Remainder of page intentionally left blank.]
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WHEREFORE, the Debtors respectfully request entry of interim order, substantially in the
forms attached hereto as Exhibit A, and final order granting the relief requested herein and
granting such other relief as is just and proper.
Houston, Texas
Dated: December 14, 2017

/s/ Zack A. Clement
Zack A. Clement (Texas Bar No. 04361550)
ZACK A. CLEMENT PLLC
3753 Drummond Street
Houston, Texas 77025
Telephone: (832) 274-7629
-andJames H.M. Sprayregen, P.C. (pro hac vice admission pending)
Marc Kieselstein, P.C. (pro hac vice admission pending)
Chad J. Husnick, P.C. (pro hac vice admission pending)
Brad Weiland (pro hac vice admission pending)
Laura Krucks (pro hac vice admission pending)
KIRKLAND & ELLIS LLP
KIRKLAND & ELLIS INTERNATIONAL LLP
300 North LaSalle Street
Chicago, Illinois 60654
Telephone:
(312) 862-2000
Facsimile:
(312) 862-2200
Proposed Co-Counsel to the Debtors and Debtors in Possession
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Certificate of Service
I certify that on December 14, 2017, I caused a copy of the foregoing document to be served
by the Electronic Case Filing System for the United States Bankruptcy Court for the Southern
District of Texas.
/s/ Zack A. Clement
Zack A. Clement
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Exhibit A
Proposed Interim Order
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE SOUTHERN DISTRICT OF TEXAS
HOUSTON DIVISION
In re:
COBALT INTERNATIONAL ENERGY, INC., et al.,1
Debtors.

)
)
)
)
)
)
)

Chapter 11
Case No. 17-36709 (MI)
(Joint Administration Requested)

INTERIM ORDER (I) AUTHORIZING USE OF CASH COLLATERAL
PURSUANT TO 11 U.S.C. § 363, (II) GRANTING ADEQUATE
PROTECTION TO SECURED PARTIES PURSUANT TO 11 U.S.C. §§ 361,
362, AND 363, (III) SCHEDULING FINAL HEARING PURSUANT TO
BANKRUPTCY RULE 4001(b), AND (IV) GRANTING RELATED RELIEF
Upon the motion of Cobalt International Energy, Inc. (“Cobalt”) and its affiliated
debtors, as debtors and debtors in possession (collectively, the “Debtors”) in the abovecaptioned chapter 11 cases (the “Chapter 11 Cases”), dated December 14, 2017 (the
“Motion”),2 for an interim order (this “Interim Order”) and a final order that contains terms
and conditions at least as favorable to the respective Prepetition Secured Parties as those
contained in this Interim Order (a “Final Order” and, together with this Interim Order, the
“Cash Collateral Orders”), under sections 105, 361, 362, 363, 506(c), 507(b), and 552 of
title 11 of the United States Code, 11 U.S.C. §§ 101-1532 (as amended, the “Bankruptcy
Code”), Rules 2002, 4001, 6003, 6004, and 9014 of the Federal Rules of Bankruptcy Procedure
(as amended, the “Bankruptcy Rules), Rule 4001-1 of the Bankruptcy Local Rules for the

1

The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification
number, are: Cobalt International Energy, Inc. (1169); Cobalt International Energy GP, LLC (7374); Cobalt
International Energy, L.P. (2411); Cobalt GOM LLC (7188); Cobalt GOM # 1 LLC (7262); and Cobalt GOM # 2
LLC (7316). The Debtors’ service address is: 920 Memorial City Way, Suite 100, Houston, Texas 77024.
2
Capitalized terms used but not otherwise defined herein shall have the meanings ascribed to them in the Motion or
as the context otherwise requires.

KE 50675775
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Southern District of Texas (the “Bankruptcy Local Rules”), and the United States Bankruptcy
Court for the Southern District of Texas Procedures for Complex Chapter 11 Bankruptcy Cases
(the “Complex Case Procedures”), and having sought, among other things, the following relief:
(a)

authorization of the Debtors’ use of property constituting Cash Collateral

(as defined below), subject to and pursuant to the terms and conditions set forth in this Interim
Order;
(b)

the granting of adequate protection on account of the Debtors’ use of Cash

Collateral and any diminution in value of the Prepetition Secured Parties’ (as defined below)
respective interests in the Prepetition Collateral (as defined below), subject to and pursuant to the
terms and conditions set forth in this Interim Order, to:
i.

the First Lien Notes Secured Parties (as defined below) under that

certain Indenture, dated as of December 6, 2016 (as amended, restated, supplemented, or
otherwise modified, the “First Lien Indenture” and, collectively with all agreements,
documents, notes, mortgages, security agreements, pledges, guarantees, subordination
agreements, deeds, instruments, indemnities, indemnity letters, working fee letters, assignments,
charges, amendments, and any other agreements delivered pursuant thereto or in connection
therewith, the “First Lien Notes Documents”) by and among Cobalt, as issuer, each of the
guarantors named therein (the “First Lien Notes Guarantors” and, collectively with Cobalt, the
“First Lien Notes Obligors”), and Wilmington Trust, National Association, as indenture trustee
and collateral agent (in such capacities, the “First Lien Indenture Trustee”) for the noteholders
thereunder (the “First Lien Noteholders” and, collectively with the First Lien Indenture Trustee,
the “First Lien Notes Secured Parties”);

2
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ii.

the Second Lien Notes Secured Parties (as defined below) under

that certain Indenture, dated as of December 6, 2016 (as amended, restated, supplemented, or
otherwise modified, the “Second Lien Indenture” and, collectively with all agreements,
documents, notes, mortgages, security agreements, pledges, guarantees, subordination
agreements, deeds, instruments, indemnities, indemnity letters, working fee letters, assignments,
charges, amendments, and any other agreements delivered pursuant thereto or in connection
therewith, the “Second Lien Notes Documents,” and together with the First Lien Notes
Documents, the “Prepetition Loan Documents”) by and among Cobalt, as issuer, each of the
guarantors named therein (the “Second Lien Notes Guarantors” and, collectively with Cobalt,
the “Second Lien Notes Obligors”), and Wilmington Trust, National Association, as indenture
trustee and collateral agent (in such capacities, the “Second Lien Indenture Trustee”) for the
noteholders thereunder (the “Second Lien Noteholders” and, collectively with the Second Lien
Indenture Trustee, the “Second Lien Notes Secured Parties”); and
iii.

the Secured Notes Collateral Agent (as defined below) under that

certain Collateral Agency and Intercreditor Agreement, dated as of December 6, 2016 (as
amended, restated, supplemented, or otherwise modified, the “Intercreditor Agreement”) by
and among Wilmington Trust, National Association, as collateral agent (the “Secured Notes
Collateral Agent”) for each of all of the holders of First Lien Obligations (as defined in the
Intercreditor Agreement) and all of the holders of Second Lien Obligations (as defined in the
Intercreditor Agreement), the First Lien Indenture Trustee, the Second Lien Indenture Trustee,
Cobalt, and each of the First Lien Notes Guarantors and the Second Lien Notes Guarantors. For
purposes of this Interim Order, the First Lien Notes Secured Parties and the Second Lien Notes
Secured Parties are referred to collectively as the “Prepetition Secured Parties” and the First

3
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Lien Indenture Trustee, the Second Lien Indenture Trustee, and the Senior Notes Collateral
Agent are referred to collectively as the “Prepetition Agents”;
(c)

approving the stipulations by the Debtors as set forth in this Interim Order

with respect to the Prepetition Loan Documents and the liens and security interests arising
therefrom;
(d)

subject to entry of the Final Order, and to the extent set forth herein and

therein, waiving any right to surcharge the Collateral (as defined below) pursuant to section
506(c) of the Bankruptcy Code or other applicable law;
(e)

modifying the automatic stay imposed under section 362 of the

Bankruptcy Code to the extent necessary to permit the Debtors and the Prepetition Secured
Parties to implement the terms of the Cash Collateral Orders;
(f)

scheduling a final hearing (the “Final Hearing”) on the Motion no later

than 26 days after the Petition Date; and
(g)

waiving any applicable stay (including under Bankruptcy Rule 6004) and

provision for immediate effectiveness of this Interim Order.
Upon due, proper, and sufficient notice of the Motion and the interim hearing on the Motion (the
“Interim Hearing”) having been given under the circumstances and the opportunity for
objection having been provided; and the Interim Hearing having been held on December 14,
2017; and it appearing that no other or further notice is necessary with respect to the Court’s
entry of this Interim Order; and after considering all the pleadings filed with this Court; and upon
the Declaration of David D. Powell, Chief Financial Officer of Cobalt International Energy,
Inc., in Support of Chapter 11 Petitions and First Day Motions (the “First Day Declaration”),
the evidence submitted, and the record made at the Interim Hearing held on the Motion to

4
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approve this Interim Order; and the Court having found and determined that the relief sought in
the Motion is necessary to avoid immediate and irreparable harm to the Debtors pending the
Final Hearing and is otherwise fair and reasonable and in the best interests of the Debtors, their
estates and creditors, and is essential for the continued operation of the Debtors’ businesses; all
objections, if any, to the entry of this Interim Order having been withdrawn, resolved, or
overruled by the Court; and after due deliberation and consideration and good and sufficient
cause appearing therefor,
THE COURT HEREBY MAKES THE FOLLOWING FINDINGS OF FACT AND
CONCLUSIONS OF LAW:3
A.

Petition Date. On December 14, 2017 (the “Petition Date”), each of the

Debtors filed a voluntary petition under chapter 11 of the Bankruptcy Code in the United States
Bankruptcy Court for the Southern District of Texas, Houston Division (the “Court”), thereby
commencing these chapter 11 cases (the “Chapter 11 Cases”). On December [•], 2017, this
Court entered an order approving the joint administration of the Chapter 11 Cases. The Debtors
are continuing in the management and operation of their business and properties as debtors-inpossession pursuant to sections 1107 and 1108 of the Bankruptcy Code. No trustee or examiner
or official committee of unsecured creditors (a “Creditors’ Committee” and, together with any
other statutory committee, the “Committees” and each, a “Committee”) has been appointed in
these Chapter 11 Cases.
B.

Jurisdiction and Venue.

This Court has jurisdiction over these

proceedings pursuant to 28 U.S.C. §§ 157(b) and 1334. This is a core proceeding pursuant to 28
U.S.C. § 157(b)(2). The Court may enter a final order consistent with Article III of the United

3

Findings of fact shall be construed as conclusions of law and conclusions of law shall be construed as
findings of fact whenever the context requires. See Fed. R. Bankr. P. 7052.

5
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States Constitution. Venue for the Chapter 11 Cases is proper in this district pursuant to 28
U.S.C. §§ 1408 and 1409.
C.

Notice. Notice of the Interim Hearing on this Interim Order and the relief

requested in the Motion has been provided by the Debtors in accordance and compliance with
Bankruptcy Rules 4001 and 9014, as well as the Bankruptcy Local Rules and the Complex Case
Procedures, and is sufficient under the circumstances. Without limiting the foregoing, due notice
was afforded, whether by facsimile, electronic mail, overnight courier, or hand delivery, to
parties in interest, including (i) the Office of the United States Trustee for Southern District of
Texas (the “U.S. Trustee”); (ii) entities listed as holding the 50 largest unsecured claims against
the Debtors (on a consolidated basis); (iii) each of the Prepetition Agents and their respective
counsel, if such counsel has filed a notice of appearance in these Chapter 11 Cases, or is
otherwise known to the Debtors; (iv) the Securities and Exchange Commission; (v) the Internal
Revenue Service; (vi) the Office of the United States Attorney for the Southern District of Texas,
(vii) the state attorneys general for states in which the Debtors conduct business; (vii) the
Environmental Protection Agency and similar environmental state agencies for states in which
the Debtors conduct business; and (ix) any party that has requested notice pursuant to
Bankruptcy Rule 2002.
D.

Debtors’ Stipulations.

The Debtors admit, acknowledge, agree, and

stipulate to the following (collectively, the “Debtors’ Stipulations”), subject to the provisions of
paragraph 7 of this Interim Order:
1.

Description of Prepetition Secured Obligations.
(a)

First Lien Notes Obligations. Prior to the Petition Date,

pursuant to the First Lien Indenture and the other First Lien Notes Documents, Cobalt issued

6
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notes (the “First Lien Notes”) to the First Lien Noteholders in the aggregate principal amount of
$500,000,000. Each of the First Lien Notes Guarantors provided an unconditional joint and
several guaranty of the First Lien Notes Obligations (as defined below) arising under the First
Lien Notes Documents. As of the Petition Date, the First Lien Notes Obligors were truly and
justly indebted to the First Lien Notes Secured Parties pursuant to the First Lien Notes
Documents, without defense, counterclaim, offset, claim, or cause of action of any kind, in the
aggregate amount of not less than (i) $500,000,000 of outstanding principal under the First Lien
Notes plus (ii) the Applicable Premium (as defined in the First Lien Indenture), provided that the
Debtors do not provide any acknowledgments, agreements, or stipulations with respect to the
amount or calculation of such Applicable Premium, plus (iii) accrued and unpaid interest with
respect thereto, fees, costs, and expenses (including any attorneys’, financial advisors’, and other
professionals’ fees and expenses that are chargeable or reimbursable under the First Lien Notes
Documents), and all other “Obligations” (as defined in the First Lien Indenture or any security
document related thereto) under the First Lien Notes Documents (collectively, the “First Lien
Notes Obligations”).
(b)

Second Lien Notes Obligations. Prior to the Petition Date,

pursuant to the Second Lien Indenture and the other Second Lien Notes Documents, Cobalt
issued notes (the “Second Lien Notes”) to the Second Lien Noteholders in the aggregate
principal amount of $934,732,000. Each of the Second Lien Notes Guarantors provided an
unconditional joint and several guaranty of the Second Lien Notes Obligations (as defined
below) arising under the Second Lien Notes Documents. As of the Petition Date, the Second
Lien Notes Obligors were truly and justly indebted to the Second Lien Notes Secured Parties
pursuant to the Second Lien Notes Documents, without defense, counterclaim, offset, claim, or

7
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cause of action of any kind, in the aggregate amount of not less than (i) $934,732,000 of
outstanding principal under the Second Lien Notes plus (ii) the Applicable Premium (as defined
in the Second Lien Indenture), provided that the Debtors do not provide any acknowledgments,
agreements, or stipulations with respect to the amount or calculation of such Applicable
Premium, plus (iii) accrued and unpaid interest with respect thereto, fees, costs, and expenses
(including any attorneys’, financial advisors’, and other professionals’ fees and expenses that are
chargeable or reimbursable under the Second Lien Notes Documents), and all other
“Obligations” (as defined in the Second Lien Indenture or any security document related thereto)
under the Second Lien Notes Documents (collectively, the “Second Lien Notes Obligations
and, collectively with the First Lien Notes Obligations, the “Prepetition Secured Obligations”).
2.

Validity of Prepetition Secured Obligations and Prepetition Loan

Documents. The Prepetition Secured Obligations constitute legal, valid, and binding obligations
of the First Lien Notes Obligors and the Second Lien Notes Obligors, as applicable (collectively,
the “Obligors”). No offsets, defenses, or counterclaims to, or claims or causes of action that
could reduce the amount or ranking of, the Prepetition Secured Obligations exist. No portion of
the Prepetition Secured Obligations (including any Applicable Premium) is subject to set-off,
avoidance, impairment, disallowance, recharacterization, reduction, subordination (whether
equitable, contractual, or otherwise), counterclaims, recoupment, cross-claims, defenses, or any
other challenges under or pursuant to the Bankruptcy Code or any other applicable domestic or
foreign law or regulation by any person or entity. The First Lien Notes Documents and the
Second Lien Notes Documents (collectively, the “Prepetition Loan Documents”) are valid and
enforceable by each of the Prepetition Secured Parties against each of the applicable Obligors.
The Prepetition Secured Obligations constitute allowed claims against the applicable Obligors’

8
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estates. As of the Petition Date, the Debtors or their estates have no claim or cause of action
against any of First Lien Notes Secured Parties or their agents, in such capacities, whether
arising under applicable state, federal, or foreign law (including, without limitation, any
recharacterization, subordination, avoidance, or other claims arising under or pursuant to sections
105, 510, or 542 through 553 of the Bankruptcy Code), or whether arising under or in connection
with any of the Prepetition Loan Documents (or the transactions contemplated thereunder), the
Prepetition Secured Obligations, or the Prepetition Liens (as defined below).
3.

Description of Prepetition Liens and Prepetition Collateral.
(a)

Pursuant to and as more particularly described in the First

Lien Notes Documents, the First Lien Notes Obligations are secured by, among other things, first
priority liens or mortgages on, security interests in, and assignments or pledges of (the “First
Lien Notes Prepetition Liens”), certain property described in the First Lien Notes Documents,
including, without limitation, certain Cash Collateral, and other “Collateral” as such term is
defined in the First Lien Indenture (collectively, the “First Lien Notes Prepetition Collateral”),
including, without limitation, certain cash collateral as defined in section 363 of the Bankruptcy
Code (the “Cash Collateral”).
(b)

Pursuant to and as more particularly described in the

Second Lien Notes Documents, the Second Lien Notes Obligations are secured by, among other
things, second priority liens or mortgages on, security interests in, and assignments or pledges of
(the “Second Lien Notes Prepetition Liens” and, collectively with the Second Lien Notes
Prepetition Liens, the “Prepetition Liens”), certain property described in the Second Lien Notes
Documents, including, without limitation, certain Cash Collateral, and other “Collateral” as such
term is defined in the Second Lien Indenture (collectively, the “Second Lien Notes Prepetition

9
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Collateral” and, collectively with the First Lien Notes Prepetition Collateral, the “Prepetition
Collateral”).
(c)

The Intercreditor Agreement governs, among other things:

(i) the relative priority of the respective Prepetition Liens granted to holders of Prepetition
Secured Obligations, (ii) the payment priority with respect to proceeds of the Prepetition
Collateral, and (iii) the rights and remedies of the holders of Prepetition Secured Obligations
with respect to debtor-in-possession financing, use of cash collateral, and adequate protection in
a chapter 11 case;
4.

Validity and Perfection of Prepetition Liens. The Prepetition Liens

are (i) valid, binding, perfected, and enforceable liens on and security interests in the applicable
Prepetition Collateral; (ii) not subject to, pursuant to the Bankruptcy Code or other applicable
law (foreign or domestic), avoidance, disallowance, reduction, recharacterization, recovery,
subordination (whether equitable, contractual, or otherwise), attachment, offset, counterclaim,
defense, “claim” (as defined in the Bankruptcy Code), impairment, or any other challenge of any
kind by any person or entity; and (iii) subject and subordinate only to (a) the Carve Out (as
defined below) and (b) valid and enforceable liens and encumbrances in the Prepetition
Collateral that were expressly permitted to be senior to the applicable Prepetition Secured
Parties’ liens under the applicable Prepetition Loan Documents, that are valid, perfected,
enforceable, and non-avoidable as of the Petition Date and that are not subject to avoidance,
reduction, disallowance, disgorgement, counterclaim, surcharge, or subordination pursuant to the
Bankruptcy Code or applicable non-bankruptcy law (“Permitted Liens”), and each Debtor
irrevocably waives, for itself and its estate, any right to challenge or contest in any way the
scope, extent, perfection, priority, validity, non-avoidability, and enforceability of the Prepetition
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Liens or the validity, enforceability, or priority of payment of the Prepetition Secured
Obligations and the Prepetition Loan Documents. The Prepetition Liens were granted to the
respective Prepetition Secured Parties for fair consideration and reasonably equivalent value, and
were granted contemporaneously with the making of loans, commitments, and/or other financial
accommodations under the Prepetition Loan Documents.
5.

Releases by Debtors. Subject to the rights and limitations set forth

in paragraph 7 hereof, upon the occurrence of the Investigation Termination Date, each of the
Debtors and the Debtors’ estates, on its own behalf and on behalf of its past, present, and future
predecessors, successors, heirs, subsidiaries, and assigns (collectively, the “Releasors”) shall, to
the maximum extent permitted by applicable law, unconditionally, irrevocably, and fully forever
release, remise, acquit, relinquish, irrevocably waive, and discharge each of the Prepetition
Secured Parties, in all capacities under the Prepetition Loan Documents and applicable law, and
each of their respective former, current, or future officers, employees, directors, agents,
representatives, owners, members, partners, financial advisors, legal advisors, shareholders,
managers, consultants, accountants, attorneys, affiliates, and predecessors in interest
(collectively, the “Releasees”), of and from any and all claims, demands, liabilities,
responsibilities, disputes, remedies, causes of action, indebtedness and obligations, rights,
assertions, allegations, actions, suits, controversies, proceedings, losses, damages, injuries,
attorneys’ fees, costs, expenses, or judgments of every type, whether known, unknown, asserted,
unasserted, suspected, unsuspected, accrued, unaccrued, fixed, contingent, pending, or threatened
including, without limitation, all legal and equitable theories of recovery, arising under common
law, statute or regulation or by contract, of every nature and description based on or arising from
any events, facts or circumstances that have occurred or exist as of the date hereof arising from
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or relating in any way to any of the Prepetition Loan Documents or the obligations thereunder,
including, without limitation, (i) any so-called “lender liability” or equitable subordination
claims or defenses, (ii) any and all claims and causes of action arising under the Bankruptcy
Code, and (iii) any and all claims and causes of action regarding the validity, priority,
enforceability, perfection, or avoidability of the Prepetition Liens or Prepetition Secured
Obligations of the Prepetition Secured Parties. The Debtors’ acknowledgments, stipulations,
waivers, and releases shall be binding on the Debtors and their respective representatives,
successors, and assigns, and on each of the Debtors’ estates and all entities and persons,
including any creditors of the Debtors, and each of their respective representatives, successors,
and assigns, including, without limitation, any trustee or other representative appointed in these
Chapter 11 Cases, or upon conversion to chapter 7, whether such trustee or representative is
appointed under chapter 11 or chapter 7 of the Bankruptcy Code.
E.

Approved Budget. Attached hereto as Exhibit A is a 13-week cash flow

forecast setting forth all projected cash receipts and cash disbursements on a weekly basis (as
may be revised from time to time with the prior written consent of the First Lien Indenture
Trustee and counsel to the ad hoc group of holders of First Lien Notes represented by Weil,
Gotshal & Manges LLP (the “First Lien Ad Hoc Group”), which approval shall not be
unreasonably withheld, the “Approved Budget”). The Approved Budget includes and contains
the Debtors’ reasonable estimate of all operational receipts and all operational disbursements,
fees, costs, and other expenses that will be payable, incurred, and/or accrued by any of the
Debtors during the period covered by the Approved Budget. If the First Lien Indenture Trustee
and counsel to the First Lien Ad Hoc Group and the Debtors do not agree to an updated
Approved Budget, the Approved Budget shall be the then existing Approved Budget or such
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Approved Budget as may be approved by the Court after a hearing. The Approved Budget is
achievable and will allow the Debtors to operate in the Chapter 11 Cases and pay postpetition
administrative expenses as when they come due. The Debtors shall be required to provide to the
First Lien Indenture Trustee, and the advisors to each of the First Lien Ad Hoc Group and
Second Lien Ad Hoc Group, a Budget Variance Report (as defined below) in accordance with
the provisions of paragraph 4(d) hereof.
F.

Use of Cash Collateral. An immediate and critical need exists for the

Debtors to use the Cash Collateral in accordance with the Approved Budget, for (i) working
capital purposes, (ii) other general corporate purposes of the Debtors, and (iii) the satisfaction of
the costs and expenses of administering the Chapter 11 Cases.
G.

Consent by Prepetition Secured Parties. The Prepetition Agents have

consented to, conditioned on the entry of this Interim Order, the Debtors’ proposed use of Cash
Collateral, on the terms and conditions set forth in this Interim Order, and such consent is
binding on all Prepetition Secured Parties.
H.

Adequate Protection. The adequate protection provided to the Prepetition

Secured Parties, as set forth more fully in paragraph 4 hereof, for any diminution in the value of
the Prepetition Secured Parties’ interests in the Prepetition Collateral from and after the Petition
Date resulting from the imposition of the automatic stay pursuant to section 362(a) of the
Bankruptcy Code, or the use, sale, or lease of the Prepetition Collateral (including any Cash
Collateral) under section 363 of the Bankruptcy Code is consistent with, and authorized by, the
Bankruptcy Code and is offered by the Debtors to protect such parties’ interests in the
Prepetition Collateral in accordance with sections 361, 362, and 363 of the Bankruptcy Code.
The adequate protection provided herein and other benefits and privileges contained herein are
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necessary in order to protect the Prepetition Secured Parties from the diminution of their
respective interests in the value of their Prepetition Collateral and to obtain their consent to the
use of such Cash Collateral.
I.

Good Cause Shown; Best Interest. The Debtors have requested immediate

entry of this Interim Order pursuant to Bankruptcy Rule 4001(b)(2) and Local Rule 4001-2.
Absent entry of this Interim Order, the Debtors’ businesses, properties, and estates will be
immediately and irreparably harmed. This Court concludes that good cause has been shown and
entry of this Interim Order is in the best interests of the Debtors’ respective estates and creditors
as its implementation will, among other things, allow for the continued operation of the Debtors’
existing businesses and enhance the Debtors’ prospects for a successful reorganization.
J.

No Liability to Third Parties. The Debtors stipulate and the Court finds

that none of the Prepetition Secured Parties shall (i) be deemed to have liability to any third party
or be deemed to be in control of the operation of any of the Debtors or to be acting as a
“controlling person,” “responsible person,” “owner or operator,” or “participant” with respect to
the operation or management of any of the Debtors (as such term, or any similar terms, are used
in the Internal Revenue Code, the United States Comprehensive Environmental Response,
Compensation and Liability Act, as amended, or any other federal, state, or applicable
international statute or regulation) as a result of its consent to use Cash Collateral hereunder or
(ii) owe any fiduciary duty to any of the Debtors, their creditors or estates, or shall constitute or
be deemed to constitute a joint venture or partnership with any of the Debtors.
K.

Section 552(b). Each of the Prepetition Secured Parties shall be entitled to

all of the rights and benefits of section 552(b) of the Bankruptcy Code and subject to entry of the
Final Order, the “equities of the case” exception under section 552(b) of the Bankruptcy Code
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shall not apply to the Prepetition Secured Parties with respect to proceeds, products, offspring, or
profits of the Prepetition Collateral (including any charter-hire receipts, earnings, insurance
proceeds, or similar payments received by an applicable Obligor after the Petition Date).
Based upon the foregoing, and upon the record made before this Court at the
Interim Hearing, and good and sufficient cause appearing therefor,
IT IS HEREBY ORDERED, ADJUDGED, AND DECREED THAT:
1.

Motion Granted. The Motion is granted on an interim basis as herein

provided and the use of Cash Collateral is authorized for each Debtor, subject and pursuant to the
terms and conditions set forth in this Interim Order. Any objections to the Motion with respect
to the entry of this Interim Order that have not previously been withdrawn, waived, or otherwise
resolved are hereby denied and overruled.

This Interim Order shall become effective

immediately upon its entry.
2.

Authorization to Use Cash Collateral. Subject to the terms and conditions

of this Interim Order, including the Carve Out, the Debtors are authorized to use Cash Collateral
in accordance with this Interim Order and the Approved Budget during the period beginning with
the Petition Date and ending on the Termination Date for: (a) working capital purposes; (b)
other general corporate purposes of the Debtors; (c) the satisfaction of the costs and expenses of
administering the Chapter 11 Cases; and (d) for the purposes identified in the Approved Budget.
3.

Termination Date. The authority for use of Cash Collateral under this

Interim Order shall terminate (the “Termination Date”) upon the expiration of the Notice Period
after an Event of Default, in each case in accordance with paragraphs 5 and 6 hereof (a
“Termination Event”).
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4.

Prepetition Secured Parties’ Adequate Protection.

The Prepetition

Secured Parties are entitled pursuant to sections 361 and 363(c) of the Bankruptcy Code to
adequate protection of their interests in the Prepetition Collateral (including Cash Collateral) for
any diminution in the value of the Prepetition Secured Parties’ interests in the Prepetition
Collateral (including Cash Collateral) from and after the Petition Date in any way, including
arising from the imposition of the automatic stay pursuant to section 362(a) of the Bankruptcy
Code, or the Debtors’ use, sale, or lease of the Prepetition Collateral (including Cash Collateral)
under section 363 of the Bankruptcy Code, and in each case subject and subordinate to the Carve
Out (“Diminution in Value”). The Prepetition Agents, as applicable and for the benefit of
themselves and for the benefit of the respective Prepetition Secured Parties in exchange for
consent to the use of the Prepetition Collateral, are hereby granted, to the extent of any
Diminution in Value of their respective interests in the Prepetition Collateral (including Cash
Collateral) from and after the Petition Date, the following:
(a)

Adequate Protection Liens. To the extent set forth below, valid,

binding, enforceable, and perfected security interests in and liens upon (the “Adequate
Protection Liens”) all property, whether now owned or hereafter acquired or existing and
wherever located, of each Debtor and each Debtor’s “estate” (as created pursuant to section
541(a) of the Bankruptcy Code), property of any kind or nature whatsoever, real or personal,
tangible or intangible, and now existing or hereafter acquired or created, including, without
limitation, all cash, accounts, inventory, goods, contract rights, instruments, documents, chattel
paper, patents, trademarks, copyrights, and licenses therefor, accounts receivable, receivables
and receivables records, general intangibles, payment intangibles, tax or other refunds, insurance
proceeds, letters of credit, contracts, owned real estate, real property leaseholds, vessels, charter-
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hire receipts, earnings, insurance policies and proceeds, fixtures, deposit accounts, commercial
tort claims, securities accounts, instruments, investment property, letter-of-credit rights,
supporting obligations, machinery and equipment, real property, leases (and proceeds from the
disposition thereof), all of the issued and outstanding capital stock of each Debtor, other equity
or ownership interests, including equity interests in subsidiaries and non-wholly-owned
subsidiaries, money, investment property, choses in action, Cash Collateral, documents, vehicles,
intellectual property, securities, partnership or membership interests in limited liability
companies and capital stock, and the proceeds of causes of action (including, subject to entry of
the Final Order, proceeds of causes of action arising under sections 502(d), 544, 545, 547, 548,
550, 551, or 553 of the Bankruptcy Code (collectively, subject to the stated exclusions, the
“Avoidance Actions”)), and all cash and non-cash proceeds, rents, products, substitutions,
accessions, and profits of any of the collateral described above, including, without limitation, the
products, proceeds, and supporting obligations thereof, whether in existence on the Petition Date
or thereafter created, acquired, or arising and wherever located (all such property, collectively
with the Prepetition Collateral, the “Collateral”) without the necessity of the execution of
mortgages, security agreements, pledge agreements, financing statements, or other agreements.
The foregoing Collateral shall not include assets or property (other than Prepetition Collateral,
including Cash Collateral) upon which, and solely to the extent that, the grant of an Adequate
Protection Lien as contemplated in this Interim Order, would not be enforceable pursuant to
applicable law, but shall include the proceeds thereof, which Adequate Protection liens are
granted thereupon. The Adequate Protection Liens granted to the Prepetition Agents, for the
benefit of themselves and the respective Prepetition Secured Parties, shall be senior liens, shall
rank immediately senior to the security interests and liens under the respective Prepetition Loan
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Documents, except the Adequate Protection Liens shall be subject and subordinate to (i) the
Carve Out and (ii) Permitted Liens. The Adequate Protection Liens shall be subject to the
Intercreditor Agreement, and amounts received on account thereof shall be subject to section 4.1
thereof.
(b)

Superpriority Claims.

To the extent set forth below, allowed

superpriority administrative expense claims pursuant to sections 503(b), 507(a), and 507(b) of
the Bankruptcy Code (the “Superpriority Claims”). Any Superpriority Claims shall be subject
and subordinate to the Carve Out, and shall be allowed claims against the applicable Debtors
(jointly and severally) with priority over any and all administrative expenses and all other claims
against such Debtors now existing or hereafter arising, of any kind whatsoever, including,
without limitation, all other administrative expenses of the kind specified in sections 503(b) and
507(b) of the Bankruptcy Code, and over any and all other administrative expenses or other
claims arising under any other provision of the Bankruptcy Code, including, without limitation,
sections 105, 326, 327, 328, 330, 331, 503(b), 507(a), 507(b), or 1114 of the Bankruptcy Code,
whether or not such expenses or claims may become secured by a judgment lien or other
nonconsensual lien, levy, or attachment. Subject to the Final Order, the Superpriority Claims
shall be payable from and have recourse to the proceeds of the Avoidance Actions. The allowed
Superpriority Claims shall be payable from and have recourse to all Collateral and
unencumbered pre- and postpetition property of the applicable Debtors (subject to the foregoing
sentence). Other than the Carve Out, no cost or expense of administration under sections 105,
503, or 507 of the Bankruptcy Code or otherwise, including any such cost or expense resulting
from or arising after the conversion of any of the Chapter 11 Cases under section 1112 of the
Bankruptcy Code, shall be senior to, or pari passu with, the Superpriority Claims.
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Superpriority Claims granted to the Prepetition Agents for the benefit of the Prepetition Secured
Parties shall be subject to the Intercreditor Agreement, and amounts received on account thereof
shall subject to Section 4.1 thereof.
(c)

Fees and Expenses. The Debtors shall pay (or shall have paid, as

applicable) in full, in cash and in immediately available funds all reasonable and documented
fees, costs and expenses whether incurred prior to, on or after the Petition Date, without
duplication, incurred by the (i) First Lien Indenture Trustee, including fees and expenses for
services performed in connection with these Chapter 11 Cases, and including fees and expenses
of (A) Wilmer Cutler Pickering Hale and Dorr LLP, as counsel to the Trustee, and (B) one local
counsel (if any), (ii) the First Lien Ad Hoc Group, including fees and expenses of (A) Weil,
Gotshal & Manges LLP, (B) PJT Partners, as financial advisor, and (C) one local counsel (if
any), (iii) Second Lien Indenture Trustee, including fees and expenses for services performed in
connection with these Chapter 11 Cases, and its counsel (including one local counsel, if any),
and (iv) the ad hoc group of Second Lien Notes (the “Second Lien Ad Hoc Group”) represented
by Akin Gump Strauss Hauer & Feld LLP (“Akin Gump”), and including fees and expenses of
(A) Akin Gump, (B) Moelis & Company LLC, and (C) one local counsel (if any), (collectively,
the “Fee Parties”) (x) promptly upon entry of this Interim Order in the full amounts set forth in
any outstanding invoices from the Fee Parties received at least five (5) business days prior to
entry of the Interim Order (provided that any such unpaid invoices as of the Petition Date were
provided to the U.S. Trustee), and (y) thereafter, within ten (10) business days after the
presentment of any such invoices to the Debtors, the U.S. Trustee, and counsel to the Creditors’
Committee (if any). The Fee Parties shall not be required to comply with the U.S. Trustee fee
guidelines or file any fee applications with the Court, but shall provide copies of their invoices to
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the U.S. Trustee and the Creditors’ Committee (if any). Invoices submitted pursuant to this
paragraph shall include the number of hours billed and a reasonably detailed description of
services provided and the expenses incurred by the applicable professional; provided, however,
that any such invoice

may be redacted to protect privileged, confidential or proprietary

information and shall not be required to contain individual time detail.
(d)

Reporting and Budget Compliance. Every week (beginning with

the fourth full week after the Petition Date), on the fourth business day of such week, the Debtors
shall deliver to the advisors to (i) the First Lien Indenture Trustee, (ii) the First Lien Ad Hoc
Group, and (iii) the Second Lien Ad Hoc Group, a variance report from the previous week
comparing the actual cash receipts and disbursements of the Debtors with the receipts and
disbursements in the Approved Budget on a line item basis (the “Budget Variance Report”).
Each Budget Variance Report shall be cumulative, in that it shall include all previous weeks in
the current Budget Variance Report. Any material variance shall be accompanied by a qualitative
explanation.
(e)

Reporting. The Debtors shall provide the Prepetition Agents, the

First Lien Ad Hoc Group’s advisors, and Second Lien Ad Hoc Group’s advisors with (a) any
weekly financial reporting given to the U.S. Trustee, and (b) any additional reports reasonably
requested by the First Lien Indenture Trustee and advisors to the First Lien Ad Hoc Group,
including but not limited to (i) periodic updates regarding a sale or auction process, (ii) bidders
in connection thereto, and (iii) any other information reasonably requested by the First Lien
Indenture Trustee or advisors to the First Lien Ad Hoc Group in connection to these Chapter 11
Cases; provided, that any such report related to subparts (i) or (ii) shall be provided on an
“advisors’ eyes only” basis and subject to and limited by in all respects any applicable
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confidentiality arrangement. Except as otherwise set forth herein, (x) the First Lien Indenture
Trustee may share any reports received from the Debtors with the First Lien Noteholders and
their advisors, and the Second Lien Indenture Trustee may share any reports received from the
debtors with the Second Lien Noteholders and their advisors, and (y) advisors to the First Lien
Ad Hoc Group may share any reports received from the Debtors hereunder with the advisors to
the Second Lien Ad Hoc Group and vice versa.
(f)

Access to Records and Collateral.

Upon reasonable notice, at

reasonable times during normal business hours, the Debtors shall, subject to mutually agreeable
confidentiality agreements, permit the professional advisors to the Prepetition Secured Parties
(i) to have access to and inspect the Debtors’ properties and other Collateral of any Debtor
against whom they are granted Adequate Protection Liens or Superpriority Claims under this
Interim Order, (ii) to examine the Debtors’ books and records, and (iii) to discuss the Debtors’
affairs, finances, and condition with the Debtors’ financial advisors and, if and when reasonably
practicable, officers, whom the Debtors shall make reasonably available, in each case excluding
(w) all privileged and attorney-client work product, (x) trade secrets, (y) commercially sensitive
information in relation to the sale process contemplated under the Bid Procedures and
Scheduling Motion, and (z) information that the Debtors are otherwise prohibited from
disclosing pursuant to a third-party confidentiality agreement.
(g)

First Lien Interest Payments. The Debtors shall pay to the First

Lien Indenture Trustee (for the ratable benefit of the First Lien Noteholders), on an ongoing
monthly basis, the cash payment of interest at the default contract rate (the “Interest
Payments”) (whether or not such Interest Payments are included in the Approved Budget). The
Interest Payments shall not be subject to avoidance, reduction, disallowance, disgorgement,
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counterclaim, or subordination; provided that if the Court finally determines that the First Lien
Noteholders are not entitled to receive all or any portion of the Interest Payments under section
506(b) of the Bankruptcy Code or otherwise, such amounts paid to or for the benefit of the First
Lien Indenture Trustee and individual First Lien Noteholders, as applicable, will instead be
deemed recharacterized as repayments of principal in reduction of the applicable First Lien
Obligations; provided, further, that, in the event that there is a successful challenge resulting in a
Final Judgment4 to the validity of the First Lien Notes Obligations, any amounts paid under this
paragraph shall be returned to the Debtors within seven (7) calendar days of such Final Order.
(h)

Right to Seek Additional Adequate Protection. This Interim Order

is without prejudice to, and does not constitute a waiver of, expressly or implicitly, the rights of
the respective Prepetition Secured Parties to request additional forms of adequate protection at
any time or the rights of the Debtors or any other party to contest such request.
5.

Events of Default.

The occurrence and continuation of any of the

following events, unless waived by the First Lien Indenture Trustee, shall constitute an event of
default (each an “Event of Default” and collectively, the “Events of Default”):
(a)

Any Debtor shall file a motion seeking any modification or
extension of this Interim Order without the prior written consent of

4

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

Any Debtor shall have asserted, in a pleading filed with the Court
(or another court of competent jurisdiction), a claim or challenge
against any of the Prepetition Secured Parties in any way
materially contrary to any of the Debtors’ acknowledgements,
stipulations, and releases contained herein.

(c)

The Court shall have entered an order appointing a chapter 11
trustee or any examiner with expanded powers relating to the
operation of the businesses in the Chapter 11 Cases, unless
consented to in writing by the Prepetition Agents and counsel to
the First Lien Ad Hoc Group.

(d)

The Court enters an order converting any of these Chapter 11
Cases to a case under chapter 7 of the Bankruptcy Code or
dismissing any of the Chapter 11 Cases, unless the Prepetition
Agents and counsel to the First Lien Ad Hoc Group have
consented to such order in writing.

(e)

The Court shall have entered (x) an order or orders of the Court
granting relief from the automatic stay to the holder or holders of
any security interest to permit foreclosure (or the granting of a
deed in lieu of foreclosure or the like) on any of the Debtors’ assets
or (y) a postpetition judgment or judgments of any U.S. court
against any Debtor, in each case, which have a value in the
aggregate in excess of $1,000,000.

(f)

The Court shall have entered an order (x) reversing, amending,
supplementing, vacating, or otherwise modifying this Interim
Order without the consent of the First Lien Indenture Trustee and
counsel to the First Lien Ad Hoc Group or (y) avoiding or
requiring repayment of any portion of the payments made to the
respective Prepetition Secured Parties pursuant to the terms hereof,
unless such order is entered in connection with any successful
Claim and Defense (as defined below).

(g)

The Debtors fail to make any payment when due under
Paragraph 4 (Prepetition Secured Parties’ Adequate Protection)
hereof.

(h)

As measured at the conclusion of each three-week period for which
Budget Variance Reports are required (i.e., week 4, week 7, week
10, etc.), the Debtors’ total operating disbursements for the
applicable Budget Variance Report period exceed 115% of the
amount, exclusive of professional fees and other restructuring
related expenses incurred, set forth in the Approved Budget for the
applicable Budget Variance Report period (which amount, for the
avoidance of doubt, shall take into account any positive or negative
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variances—i.e., the amount by which total operating disbursements
is less or greater than 100% of the budgeted amount—from any
prior testing period that may be carried forward and applied to the
current period), unless the First Lien Indenture Trustee or counsel
to the First Lien Ad Hoc Group has provided a written waiver of
such excess.
(i)

The Debtors shall have filed a motion (x) seeking to obtain credit
or incur indebtedness that is, or is proposed to be, secured by a
security interest, mortgage, or other lien on all or any portion of the
Prepetition Collateral that is equal or senior to any security
interest, mortgage, or other lien of the Prepetition Secured Parties
(including, without limitation, the Adequate Protection Liens and
the Prepetition Liens), or entitled to administrative expense priority
status that is equal or senior to that granted to the Prepetition
Secured Parties herein, unless consented to in writing by the First
Lien Indenture Trustee or counsel to the First Lien Ad Hoc Group;
or (y) seeking authority to use Cash Collateral on a non-consensual
basis, unless the Debtors have paid the First Lien Secured
Obligations in full to the satisfaction of the First Lien Indenture
Trustee and counsel the First Lien Ad Hoc Group or as determined
by the Court.

(j)

The payment of any prepetition claims that are junior in interest or
right to the liens and mortgages on such collateral held by First
Lien Notes Secured Parties.

(k)

Three (3) business days after the Debtors and their lead
restructuring counsel receive written notice from the First Lien
Indenture Trustee or counsel to the First Lien Ad Hoc Group that
any of the following milestones, which may be extended by written
agreement as between the Debtors, the First Lien Indenture
Trustee, and counsel to the First Lien Ad Hoc Group, are not met
by the Debtors:
(i)

Final Order: January 23, 2018 (Petition Date + 40 days), to
the extent the Final Order has not been entered by this Court.

(ii)

Interim Order Effectiveness: The date this Interim Order
ceases to be in full force and effect for any reason to the extent
the Final Order has not been entered at such time.

(iii) Bid Procedures and Scheduling Motion Filed: 11:59 p.m.
on the 1st day after the Petition Date, to the extent the Debtors
have not filed a motion (the “Bid Procedures and Scheduling
Motion”) with the Court seeking approval of bid procedures
for the sale of some or substantially all of the Debtors’ assets or
equity (the “Sale”) and assumption, assignment, and sale of
contracts pursuant to section 363 of the Bankruptcy Code, a
chapter 11 plan of reorganization (the “Plan”), including
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approval of certain dates and deadlines related to the sale. The
Bid Procedures and Scheduling Motion and any related order,
exhibits or supplements shall be in form and substance
reasonably satisfactory to the First Lien Indenture Trustee,
counsel to the First Lien Ad Hoc Group, and counsel to the
Second Ad Hoc Group.
(iv) Bid Procedures and Scheduling Order: January 27, 2018
(Petition Date + 45), to the extent the Court shall not have
entered an order approving the Bid Procedures and Scheduling
Motion (the “Bid Procedures and Scheduling Order”), which
shall be in form and substance reasonably satisfactory to the
First Lien Indenture Trustee, counsel to First Lien Ad Hoc
Group, and counsel to the Second Lien Ad Hoc Group each in
its reasonable discretion, and which shall not have been
vacated, reversed, modified, amended or stayed unless so
modified in a manner reasonably satisfactory to such parties.
(v)

Plan Filing: March 24, 2018 (Petition Date + 100), to the
extent the Debtors have not filed the Plan and related
disclosure statement, each in form and substance reasonably
acceptable to the First Lien Indenture Trustee and counsel to
the First Lien Ad Hoc Group.

(vi) Effective Date or Sale Consummated: June 29, 2018
(Petition Date + 197), to the extent that (x) the effective date of
the Plan has not occurred pursuant to a confirmation order in a
form and substance reasonably satisfactory to the First Lien
Indenture Trustee and counsel to the First Lien Ad Hoc Group,
or (y) the Sale has not been consummated pursuant to a sale
order in a form and substance reasonably satisfactory to the
First Lien Indenture Trustee, counsel to the First Lien Ad Hoc
Group, and counsel to the Second Lien Ad Hoc Group.
(l)
6.

The Debtors shall have failed to comply with any other provision
hereof in a material respect.

Rights and Remedies upon Event of Default. Upon the occurrence and

during the continuance of an Event of Default, the Debtors, upon three (3) business days’ written
notice to the Debtors, their lead restructuring counsel, the U.S. Trustee, and any Committee (the
“Notice Period”), shall immediately cease using Cash Collateral and the First Lien Indenture
Trustee or the First Lien Ad Hoc Group may in accordance with the terms and conditions of this
Interim Order, the Prepetition Loan Documents, or the Intercreditor Agreement, revoke the
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Prepetition Secured Parties’ consent to the Debtors’ use of Cash Collateral hereunder; provided,
however, that during the Notice Period (a) the Debtors shall have the opportunity to cure any
alleged Event of Default, and (b) the Debtors or any party in interest shall be permitted to seek
relief, including the non-consensual use of Cash Collateral, from the Court on an emergency
basis. Absent further order of the Court to the contrary entered during the Notice Period, the
Prepetition Secured Parties may exercise the rights and remedies available under the Prepetition
Loan Documents, this Interim Order or applicable law, including, without limitation, foreclosing
upon and selling all or a portion of the Prepetition Collateral or Collateral in order to collect any
amounts payable to the Prepetition Secured Parties pursuant to this Interim Order and apply the
same to such obligations. The automatic stay under section 362 of the Bankruptcy Code shall be
deemed modified and vacated to the extent necessary to permit such actions. In any hearing
regarding any exercise of rights or remedies, the only issues that may be raised by any of the
Debtors in opposition thereto shall be whether, in fact, the Termination Date shall have occurred;
provided that the Prepetition Secured Parties reserve all rights to oppose such relief on any and
all grounds. Any delay or failure of any of the Prepetition Secured Parties to exercise rights
under any Prepetition Loan Document, the Intercreditor Agreement, or this Interim Order shall
not constitute a waiver of their respective rights hereunder, thereunder or otherwise.
Notwithstanding the occurrence of the Event of Default or anything herein, all of the rights,
remedies, benefits and protections provided to the Prepetition Secured Parties under this Interim
Order shall survive the termination of this Interim Order.
7.

Effect of Stipulations on Third Parties. The stipulations and admissions

contained in this Interim Order, including, without limitation, in paragraph C hereof, shall be
binding upon the Debtors and their affiliates and any of their respective successors (including,
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without limitation, any chapter 7 or chapter 11 trustee appointed or elected for any Debtor) in all
circumstances except in the event of a successful challenge as described herein. The stipulations,
releases, waivers, and admissions contained in this Interim Order, including, without limitation,
in paragraph C hereof, shall be binding upon all other parties in interest, including, without
limitation, any Committee and any other person or entity acting (or purporting to act) on behalf
of the Debtors’ estate, unless and except to the extent that (i) upon notice to the Debtors, the
Prepetition Agents, a party in interest with proper standing (which has been granted by order of
the Court or another court of competent jurisdiction) has timely filed an adversary proceeding
(subject to the limitations contained herein, including, inter alia, paragraph 10 hereof) by no later
than the earliest of (a) seventy-five (75) calendar days after the date of entry of this Interim
Order, and (b) sixty (60) days after the Creditors’ Committee (if any) is formed
(the “Investigation Termination Date”), (A) challenging the validity, enforceability, priority, or
extent of the Prepetition Secured Obligations or (B) otherwise asserting or prosecuting any
action for preferences, fraudulent transfers, or conveyances, other avoidance power claims or any
other claims, counterclaims or causes of action, objections, contests, or defenses to the extent
released by the Debtors under paragraph C of this Interim Order (items (A) and (B) collectively,
each a “Claim and Defense” and collectively, “Claims and Defenses”) against any of the
Prepetition Secured Parties or their affiliates, representatives, attorneys, or advisors in connection
with matters related to the Prepetition Loan Documents or the Prepetition Collateral, and (ii) the
Court enters a final, non-appealable order ruling in favor of the plaintiff sustaining any such
Claims and Defenses in any such duly filed adversary proceeding; provided that any Claim and
Defense shall set forth with specificity the basis for such Claim and Defense and any Claim and
Defense not so specified prior to the expiration of the Investigation Termination Date shall be
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forever deemed waived, released, and barred; provided, further, that if a Claim and Defense
relates only to certain or part of the Prepetition Secured Obligations but not others (the
“Unaffected Secured Obligations”) then such Claim and Defense shall not toll the Investigation
Termination Date as against the Unaffected Secured Obligations.

If no such adversary

proceeding is timely filed, (x) the Prepetition Secured Obligations shall constitute allowed
claims,

not

subject

to

counterclaim,

setoff,

recoupment,

reduction,

subordination,

recharacterization, defense, or avoidance, for all purposes in the Chapter 11 Cases and any
subsequent chapter 7 case, (y) the liens and security interests securing the Prepetition Secured
Obligations shall be deemed to have been, as of the Petition Date, legal, valid, binding, and
perfected, not subject to recharacterization, subordination, or avoidance, and (z) the Prepetition
Secured Obligations, the liens and security interests securing the Prepetition Secured
Obligations, and the Prepetition Secured Parties shall not be subject to any other or further
challenge or Claim and Defense, by any party in interest seeking to exercise the rights of any
Debtor’s estate, including, without limitation, any successor thereto (including, without
limitation, any chapter 7 or 11 trustee appointed or elected for the Debtor). If any such adversary
proceeding or contested matter is timely filed, the stipulations and admissions contained in
paragraph C hereof shall nonetheless remain binding and preclusive (as provided in the second
sentence of this paragraph) on any Committee and on any other person or entity, except to the
extent that such findings and admissions were expressly challenged in such adversary proceeding
or contested matter prior to the Investigation Termination Date in accordance with this Interim
Order. Nothing in this Interim Order vests or confers on any “person” (as defined in the
Bankruptcy Code), including any Committee, standing or authority to bring, pursue, or settle any
cause of action belonging to the Debtors or their estates, including, without limitation, Claims

28

Case 17-36709 Document 14-1 Filed in TXSB on 12/14/17 Page 30 of 43

and Defenses with respect to the Prepetition Loan Documents or the Prepetition Secured
Obligations, and an order of the Court conferring such standing on the Committee or other partyin-interest shall be a prerequisite for the filing of and prosecution of Claims and Defenses by the
Committee or such other party-in-interest.
8.

Carve Out.
(a)

Carve Out. As used in this Interim Order, the “Carve Out” means

the sum of (i) all fees required to be paid to the Clerk of the Court and to the Office of the United
States Trustee under section 1930(a) of title 28 of the United States Code plus interest at the
statutory rate (without regard to the notice set forth in (iii) below); (ii) all reasonable fees and
expenses up to $50,000 incurred by a trustee under section 726(b) of the Bankruptcy Code
(without regard to the notice set forth in (iii) below); (iii) to the extent allowed at any time,
whether by interim order, procedural order, or otherwise, all unpaid fees and expenses (the
“Professional Fees”) incurred by persons or firms retained by the Debtors pursuant to section
327, 328, or 363 of the Bankruptcy Code (the “Debtor Professionals”) and the Creditors’
Committee (if any) pursuant to section 328 or 1103 of the Bankruptcy Code (the “Committee
Professionals” and, together with the Debtor Professionals, the “Professional Persons”) at any
time before or on the first business day following delivery by the Prepetition Agents of a Carve
Out Trigger Notice (as defined below), whether allowed by the Court prior to or after delivery of
a Carve Out Trigger Notice; and (iv) Professional Fees of Professional Persons in an aggregate
amount not to exceed $7,500,000 incurred after the first business day following delivery by the
Prepetition Agents of the Carve Out Trigger Notice, to the extent allowed at any time, whether
by interim order, procedural order, or otherwise (the amounts set forth in this clause (iv) being
the “Post-Carve Out Trigger Notice Cap”). For purposes of the foregoing, “Carve Out
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Trigger Notice” shall mean a written notice delivered by email (or other electronic means) by
the Prepetition Agents to the Debtors, their lead restructuring counsel, the U.S. Trustee, and
counsel to the Creditors’ Committee, which notice may be delivered following the occurrence
and during the continuation of a Termination Event, stating that the Post-Carve Out Trigger
Notice Cap has been invoked.
(b)

Carve Out Reserves. On the day on which a Carve Out Trigger

Notice is given by the Prepetition Agents to the Debtors with a copy to counsel to the Creditors’
Committee (the “Termination Declaration Date”), the Debtors shall utilize all cash on hand as
of such date and any available cash thereafter held by any Debtor to fund a reserve in an amount
equal to the then unpaid amounts of the Professional Fees. The Debtors shall deposit and hold
such amounts in a segregated account in trust to pay such then unpaid Professional Fees (the
“Pre-Carve Out Trigger Notice Reserve”) prior to any and all other claims. The Debtors shall
also deposit and hold cash in an amount equal to the Post-Carve Out Trigger Notice Cap in a
segregated account in trust to pay such Professional Fees benefiting from the Post-Carve Out
Trigger Notice Cap (the “Post-Carve Out Trigger Notice Reserve” and, together with the PreCarve Out Trigger Notice Reserve, the “Carve Out Reserves”) prior to any and all other claims.
All funds in the Pre-Carve Out Trigger Notice Reserve shall be used first to pay the obligations
set forth in clauses (i) through (iii) of the definition of Carve Out set forth above (the
“Pre-Carve Out Amounts”), but not, for the avoidance of doubt, the Post-Carve Out Trigger
Notice Cap, until paid in full, and then, to the extent the Pre-Carve Out Trigger Notice Reserve
has not been reduced to zero, to pay the Prepetition Agents for the benefit of the Prepetition
Secured Parties, unless the Prepetition Secured Obligations have been indefeasibly paid in full,
in cash, in which case any such excess shall be paid to the Debtors’ prepetition secured creditors
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in accordance with their rights and priorities as of the Petition Date. All funds in the Post-Carve
Out Trigger Notice Reserve shall be used first to pay the obligations set forth in clause (iv) of the
definition of Carve Out set forth above (the “Post-Carve Out Amounts”), and then, to the
extent the Post-Carve Out Trigger Notice Reserve has not been reduced to zero, to pay the
Prepetition Agents for the benefit of the Prepetition Secured Parties, unless the Prepetition
Secured Obligations have been indefeasibly paid in full, in cash, in which case any such excess
shall be paid to the Debtors’ prepetition secured creditors in accordance with their rights and
priorities as of the Petition Date. Notwithstanding anything to the contrary in the Prepetition
Loan Documents, this Interim Order, or the Final Order, if either of the Carve Out Reserves is
not funded in full in the amounts set forth herein, then, any excess funds in one of the Carve Out
Reserves following the payment of the Pre-Carve Out Amounts and Post-Carve Out Amounts,
respectively, shall be used to fund the other Carve Out Reserve, up to the applicable amount set
forth herein, prior to making any payments to the Prepetition Agents or the Debtors’ prepetition
creditors, as applicable. Notwithstanding anything to the contrary in the Prepetition Loan
Documents, this Interim Order, or the Final Order, following delivery of a Carve Out Trigger
Notice, the Prepetition Agents shall not sweep or foreclose on cash (including cash received as a
result of the sale or other disposition of any assets) of the Debtors until the Carve Out Reserves
have been fully funded, but shall have a security interest in any residual interest in the Carve Out
Reserves, with any excess paid to the Prepetition Agents for application in accordance with the
Prepetition Loan Documents. Further, notwithstanding anything to the contrary in this Interim
Order, (i) disbursements by the Debtors from the Carve Out Reserves shall not constitute,
increase, or reduce Prepetition Secured Obligations, (ii) the failure of the Carve Out Reserves to
satisfy in full the Professional Fees shall not affect the priority of the Carve Out, and (iii) in no
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way shall the Approved Budget, Carve Out, Post-Carve Out Trigger Notice Cap, Carve Out
Reserves, or any of the foregoing be construed as a cap or limitation on the amount of the
Professional Fees due and payable by the Debtors. For the avoidance of doubt and
notwithstanding anything to the contrary herein, in the Final Order, or the Prepetition Loan
Documents, the Carve Out shall be senior to all liens and claims securing the Prepetition Secured
Obligations, the Adequate Protection Liens, and the Superiority Claims, and any and all other
forms of adequate protection, liens, or claims securing the Prepetition Secured Obligations.
(c)
Declaration Date.

Payment of Allowed Professional Fees Prior to the Termination

Any payment or reimbursement made prior to the occurrence of the

Termination Declaration Date in respect of any Professional Fees shall not reduce the Carve Out.
(d)

Payment of Carve Out On or After the Termination Declaration

Date. Any payment or reimbursement made on or after the occurrence of the Termination
Declaration Date in respect of any Professional Fees shall permanently reduce the Carve Out on
a dollar for dollar basis.
9.

No proceeds of Collateral or the Carve Out shall be used for the purpose

of: (a) investigating, objecting to, challenging, or contesting in any manner, or in raising any
defenses to, the amount, validity, extent, perfection, priority, enforceability, or avoidability of the
Prepetition Secured Obligations, or any liens or security interests with respect thereto, or any
other rights or interests of any of the Prepetition Secured Parties, whether in their capacity as
such or otherwise, including with respect to the Adequate Protection Liens, or in asserting any
claims or causes of action against any of the Prepetition Secured Parties (whether in their
capacity as such or otherwise), including, without limitation, for lender liability or pursuant to
section 105, 510, 544, 547, 548, 549, 550, or 552 of the Bankruptcy Code, applicable non-
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bankruptcy law or otherwise; or (b) paying any amount on account of any claims arising before
the Petition Date unless such payments are approved by an order of this Court; provided that
prior to the Termination Declaration Date, up to $50,000 of Cash Collateral shall be made
available to the Creditors’ Committee for fees and expenses incurred in connection with any
investigation of (but not preparing, drafting or filing any documents or pleadings objecting to,
challenging, or contesting in any manner, or raising any defenses to) the liens and claims of the
Prepetition Secured Parties (the “Committee Investigation Budget”). No claim for amounts
incurred in connection with such activities (including amounts incurred in connection with an
investigation in excess of the Committee Investigation Budget) shall be allowed, treated, or
payable as an administrative expense claim for purposes of section 1129(a)(9)(A) of the
Bankruptcy Code.
10.

No Waiver of Prepetition Secured Parties’ Rights; Reservation of Rights.

Except as set forth herein, this Interim Order is without prejudice to, and does not constitute a
waiver of, expressly or implicitly, any of the Prepetition Secured Parties’ rights with respect to
any person or entity other than the Debtors, or with respect to any other collateral owned or held
by any person or entity other than the Debtors. The rights of the Prepetition Secured Parties are
expressly reserved and entry of this Interim Order shall be without prejudice to, and does not
constitute a waiver, expressly or implicitly, of:
(a)

the Prepetition Secured Parties’ rights under any of the Prepetition

Loan Documents and the Intercreditor Agreement;
(b)

the Prepetition Secured Parties’ rights to seek any other or

supplemental relief in respect of the Debtors;
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(c)

the Prepetition Secured Parties’ rights to seek modification of the

grant of adequate protection provided under this Interim Order so as to provide different or
additional adequate protection at any time;
(d)

any of the Prepetition Secured Parties’ rights under the Bankruptcy

Code or under non-bankruptcy law including, without limitation, to the right to: (i) request
modification of the automatic stay of section 362 of the Bankruptcy Code; (ii) request dismissal
of the Chapter 11 Cases, conversion of any of the Chapter 11 Cases to cases under chapter 7, or
appointment of a chapter 11 trustee or examiner with extended powers; or (iii) propose, subject
to section 1121 of the Bankruptcy Code, a chapter 11 plan or plans; and
(e)

any other rights, claims, or privileges (whether legal, equitable, or

otherwise) of the Prepetition Secured Parties.
11.

Prepetition Agents’ Right to Credit Bid. Subject to the Prepetition Loan

Documents, the Intercreditor Agreement, and entry of a successful Claim and Defense, each of
the Prepetition Agents shall have an unqualified right to credit bid up to the full amount of any
remaining Prepetition Secured Obligations (as applicable) in the sale of any Collateral or
pursuant to (i) section 363 of the Bankruptcy Code, (ii) a plan of reorganization or a plan of
liquidation under section 1129 of the Bankruptcy Code, or (iii) a sale or disposition by a chapter
7 trustee for any Debtor under section 725 of the Bankruptcy Code; provided further that each of
the Prepetition Agents shall be deemed a qualified bidder (or such analogous term) in connection
with any such sale.
12.

Further Assurances.

The Debtors shall execute and deliver to the

Prepetition Agents all such agreements, financing statements, instruments, and other documents
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as they may reasonably request to evidence, confirm, validate, or evidence the perfection of the
Adequate Protection Liens granted pursuant hereto.
13.

506(c) Waiver. Subject to the entry of the Final Order, except to the

extent of the Carve Out, no costs or expenses of administration which have been or may be
incurred in any of the Chapter 11 Cases at any time shall be charged against any Prepetition
Secured Party, any of the Prepetition Secured Obligations, any of their respective claims, or the
Collateral pursuant to sections 506(c) or 105(a) of the Bankruptcy Code, or otherwise, without
the prior written consent of the affected Prepetition Agent, and no such consent shall be implied
from any other action, inaction, or acquiescence by any of the Prepetition Secured Parties or their
respective representatives.
14.

Restrictions on Granting Postpetition Claims and Liens.

Except with

respect to the Carve Out, no claim or lien that is pari passu with or senior to the claims and liens
of any of the Prepetition Secured Parties shall be offered by any Debtor, or granted, to any other
person, except in connection with any financing used to pay in full in cash the claims of the First
Lien Notes Secured Parties or that would constitute a Permitted Lien with respect to the Debtor
against whom such lien is granted; provided that anything in the foregoing is consistent with the
Intercreditor Agreement.
15.

Automatic Effectiveness of Liens. The Adequate Protection Liens shall

not be subject to challenge and shall attach and become valid, perfected, enforceable, nonavoidable, and effective by operation of law as of the Petition Date, without any further action by
the Debtors or the Prepetition Secured Parties and without the necessity of execution by the
Debtors, or the filing or recordation, of any financing statements, security agreements, vehicle
lien applications, mortgages (including ships’ mortgages), filings with the U.S. Patent and
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Trademark Office, the U.S. Copyright Office, or the Library of Congress, or other documents or
the taking of any other actions. If the First Lien Indenture Trustee hereafter reasonably requests
that the Debtors execute and deliver to them financing statements, security agreements, collateral
assignments, mortgages, or other instruments and documents considered by such agent to be
reasonably necessary or desirable to further evidence the perfection of the Adequate Protection
Liens, as applicable, the Debtors are hereby authorized and directed to execute and deliver such
financing statements, security agreements, mortgages, collateral assignments, instruments, and
documents, and the First Lien Indenture Trustee is hereby authorized to file or record such
documents in their discretion without seeking modification of the automatic stay under section
362 of the Bankruptcy Code, in which event all such documents shall be deemed to have been
filed or recorded at the time and on the date of entry of this Interim Order.
16.

No Marshaling/Application of Proceeds. Subject to the entry of the Final

Order, in no event shall any of the Prepetition Secured Parties be subject to the equitable doctrine
of “marshaling” or any other similar doctrine with respect to any of the Collateral; provided that
any Prepetition Secured Party shall be entitled to seek to apply such marshaling or other similar
doctrines with respect to another Prepetition Secured Party.
17.

Proofs of Claim. None of the Prepetition Secured Parties shall be required

to file proofs of claim in any of the Chapter 11 Cases for any Prepetition Secured Obligation or
any Superpriority Claim or other claim arising in connection with this Interim Order.
Notwithstanding any order entered by the Court in relation to the establishment of a bar date, the
Prepetition Agents, on behalf of themselves and Prepetition Secured Parties, as applicable, are
hereby authorized and entitled, in each of their sole and absolute discretion, but not required, to
file (and amend and/or supplement, as each sees fit) a proof of claim and/or aggregate proofs of
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claim in the Chapter 11 Cases for any such claims; for avoidance of doubt, any such proof of
claim may (but is not required to be) filed as one consolidated proof of claim against all of the
applicable Debtors, rather than as separate proofs of claim against each such Debtor. Any proof
of claim filed by a Prepetition Agent shall be deemed to be in addition to and not in lieu of any
other proof of claim that may be filed by any of the respective Prepetition Secured Parties.
18.

Binding Effect. Subject to paragraph 7 hereof, the provisions of this

Interim Order shall be binding upon and inure to the benefit of the Prepetition Secured Parties to
the extent and as set forth herein, the Debtors, any Committee, and their respective successors
and assigns (including any chapter 7 or chapter 11 trustee hereafter appointed or elected for the
estate of any of the Debtors, an examiner appointed pursuant to section 1104 of the Bankruptcy
Code or any other fiduciary appointed as a legal representative of any of the Debtors or with
respect to the property of the estate of any of the Debtors). To the extent permitted by applicable
law, this Interim Order shall bind any trustee hereafter appointed for the estate of any of the
Debtors, whether in these Chapter 11 Cases or in the event of the conversion of any of the
Chapter 11 Cases to a liquidation under chapter 7 of the Bankruptcy Code. Such binding effect
is an integral part of this Interim Order.
19.

Survival. The provisions of this Interim Order and any actions taken

pursuant hereto shall survive the entry of any order: (i) confirming any plan of reorganization in
any of the Chapter 11 Cases, (ii) converting any of the Chapter 11 Cases to a chapter 7 case, or
(iii) dismissing any of the Chapter 11 Cases, and, with respect to the entry of any order as set
forth in clause (ii) or (iii) of this paragraph, the terms and provisions of this Interim Order as well
as the Adequate Protection Liens and Superpriority Claims shall continue in full force and effect
notwithstanding the entry of any such order.
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20.

Effect of Dismissal of Chapter 11 Cases. If any of the Chapter 11 Cases is

dismissed, converted, or substantively consolidated, such dismissal, conversion, or substantive
consolidation of these Chapter 11 Cases shall not affect the rights of the Prepetition Secured
Parties under this Interim Order, and all of their rights and remedies hereunder shall remain in
full force and effect as if the Chapter 11 Case had not been dismissed, converted, or
substantively consolidated. If an order dismissing any of the Chapter 11 Cases is at any time
entered, such order shall provide or be deemed to provide (in accordance with sections 105 and
349 of the Bankruptcy Code) that: (a) subject to paragraph 7 hereof, the Prepetition Liens,
Adequate Protection Liens, and Superpriority Claims granted to and conferred upon the
Prepetition Secured Parties shall continue in full force and effect and shall maintain their
priorities as provided in this Interim Order (and that such Superpriority Claims shall,
notwithstanding such dismissal, remain binding on all interested parties), and (b) to the greatest
extent permitted by applicable law, this Court shall retain jurisdiction, notwithstanding such
dismissal, for the purpose of enforcing the Prepetition Liens, Adequate Protection Liens, and
Superpriority Claims referred to in this Interim Order.
21.

Order Effective. This Interim Order shall be effective as of the date of the

signature by the Court.
22.

Controlling Effect of Interim Order. To the extent any provision of this

Interim Order conflicts or is inconsistent with any provision of the Motion, the provisions of this
Interim Order shall control to the extent of such conflict.
23.

Final Hearing. The Final Hearing on the Motion shall be heard before the

Honorable [______] on [_____] at [___] [a.m./p.m.] at the United States Bankruptcy Court for
the Southern District of Texas, [____] Floor, Courtroom No. [___],[]. The Debtors shall
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promptly serve a notice of the Final Hearing, together with copies of this Interim Order and the
Motion (which shall constitute adequate notice of the Final Hearing) on the parties having been
given notice of the Hearing and any other party that has filed a request for notices with this
Court. Any party in interest objecting to the relief sought at the Final Hearing shall serve and
file written objections, which objections shall be served upon (i) the Debtors, Cobalt
International Energy, Inc., 920 Memorial City Way, Suite 100, Houston, Texas 77024, Attn:
Jeffrey A. Starzec (jeff.starzec@cobaltintl.com); (ii) proposed counsel to the Debtors,
Kirkland & Ellis LLP, 300 North LaSalle Street, Chicago, IL 60654, Attn: Marc Kieselstein,
P.C. (marc.kieselstein@kirkland.com), Chad J. Husnick, P.C. (chad.husnick@kirkland.com), and
Brad Weiland (brad.weiland@kirkland.com); (iii) proposed co-counsel to the Debtors, Zack A.
Clement PLLC, 3753 Drummond Street, Houston, Texas 77025, Attn: Zack A. Clement
(zclement@icloud.com); (iv) counsel to the ad hoc group of First Lien Notes, Weil, Gotshal &
Manges LLP, 767 5th Avenue, New York, NY 10153, Attn: Matt Barr (matt.barr@weil.com)
and Weil, Gotshal & Manges LLP, 700 Louisiana Street, Suite 1700, Houston, TX 77002, Attn:
Chris Lopez (chris.lopez@weil.com); (v) counsel to the ad hoc group of Second Lien Notes,
Akin Gump Strauss Hauer & Feld LLP, 1333 New Hampshire Avenue, N.W., Washington, DC
20036, Attn: James Savin (jsavin@akingump.com); (vi) counsel to the First Lien Indenture
Trustee, Wilmer Cutler Pickering Hale and Dorr LLP, 7 World Trade Center, 250 Greenwich
Street,

New

York,

New

York

10007,

Attn: Andrew

N.

Goldman

(andrew.goldman@wilmerhale.com); (vii) the Office of the United States Trustee for Southern
District of Texas, Region 7, 515 Rusk Street, Suite 3615, Houston, Texas 77002, Attn: [insert
name]; and (viii) any party that has requested notice pursuant to Bankruptcy Rule 2002, and shall
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be filed with the Clerk of the Court, in each case so as to be received by 4:00 p.m. on the date
that is no later than seven (7) days before the Final Hearing.
Dated:

, 2017
[], []
UNITED STATES BANKRUPTCY JUDGE
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($ in thousands)

Week Ending
Total Receipts

Forecast
Week 1
22-Dec-17

Forecast
Week 2
29-Dec-17

Forecast
Week 3
05-Jan-18

Forecast
Week 4
12-Jan-18

$9,655

$2,581

Operating Disbursements
G&A
Other Operating Expenses
Capital Expenditures
Total Operating Disbursements

(1,021)
(4,734)
($5,756)

($350)
(2,601)
($2,951)

($1,182)
(2,300)
($3,483)

Chapter 11 Disbursements & Interest
Restructuring Professional Fees
Interest
Total Chapter 11 Disbursements & Interest

($1,333)
($1,333)

($1,333)
($1,333)

(4,715)
($4,715)

Net Cash Flow
Beginning Cash
Total Cash Flow
Ending Cash

-

Forecast
Week 5
19-Jan-18
-

($1,319)
(5,185)
($6,505)

-

Forecast
Week 6
26-Jan-18
-

($331)
(2,300)
($2,631)

-

Forecast
Week 7
02-Feb-18

Forecast
Week 8
09-Feb-18

Forecast
Week 9
16-Feb-18

$4,217

$2,559

($1,319)
(1,058)
(2,300)
($4,678)

($331)
(2,300)
($2,631)

($285)
(3,256)
($3,540)

(4,896)
($4,896)

($5,316)
($5,316)

-

-

Forecast
Week 10
23-Feb-18
-

($1,273)
(6,204)
($7,477)

-

Forecast
Week 11
02-Mar-18
-

($285)
(1,055)
(3,256)
($4,596)

-

$9,803

Forecast
Week 12
09-Mar-18

Forecast
Week 13
16-Mar-18
-

($1,273)
(3,256)
($4,529)

($2,174)
(3,556)
($5,730)

(4,896)
($4,896)

($5,366)
($5,366)

13-Week
Total
-

($1,212)
(18,033)
($19,245)

-

$28,814

($11,334)
(3,135)
(59,282)
($73,751)

($13,349)
(14,507)
($27,856)

$2,566

($1,703)

($8,198)

($6,505)

($2,631)

($461)

($4,968)

($8,857)

($7,477)

($4,596)

$378

($11,096)

($19,245)

($72,792)

$452,726
2,566
$455,292

$455,292
(1,703)
$453,589

$453,589
(8,198)
$445,391

$445,391
(6,505)
$438,887

$438,887
(2,631)
$436,255

$436,255
(461)
$435,794

$435,794
(4,968)
$430,826

$430,826
(8,857)
$421,969

$421,969
(7,477)
$414,492

$414,492
(4,596)
$409,897

$409,897
378
$410,275

$410,275
(11,096)
$399,179

$399,179
(19,245)
$379,934

$452,726
(72,792)
$379,934
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Exhibit B
Attorney Checklist Concerning Motion and Order Pertaining to Use of Cash Collateral
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CHECKLIST FOR LENGTHY MOTIONS AND ORDERS PERTAINING TO CASH
COLLATERAL AND POST-PETITION FINANCING
IN THE UNITED STATES BANKRUPTCY COURT
FOR THE SOUTHERN DISTRICT OF TEXAS
HOUSTON DIVISION
In re:
COBALT INTERNATIONAL ENERGY, INC., et al.,1
Debtors.

)
)
)
)
)
)
)

Chapter 11
Case No. 17-36709 (MI)
(Joint Administration Requested)
(Emergency Hearing Requested)

ATTORNEY CHECKLIST CONCERNING MOTIONS
AND ORDERS PERTAINING TO USE OF CASH COLLATERAL AND
POST-PETITION FINANCING (WHICH ARE IN EXCESS OF TEN (10) PAGES)
Motions and orders pertaining to cash collateral and post-petition financing matters tend to
be lengthy and complicated. Although the Court intends to read such motions and orders carefully,
it will assist the Court if counsel will complete and file this checklist. All references are to the
Bankruptcy Code (§) or Rules (R).
PLEASE NOTE:
“*”

Means generally not favored by Bankruptcy Courts in this District.

“**”

Means generally not favored by Bankruptcy Courts in this District without a reason
and a time period for objections.

If your motion or order makes provision for any of the following, so indicate in the space provided:
CERTIFICATE BY COUNSEL
This is to certify that the following checklist fully responds to the Court’s inquiry
concerning material terms of the motion and/or proposed order:
Yes, at Page/Exhibit
Y means yes; N means no
N/A means not applicable
(Page Listing Optional)

1

The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification
number, are: Cobalt International Energy, Inc. (1169); Cobalt International Energy GP, LLC (7374); Cobalt
International Energy, L.P. (2411); Cobalt GOM LLC (7188); Cobalt GOM # 1 LLC (7262); and Cobalt GOM #
2 LLC (7316). The Debtors’ service address is: 920 Memorial City Way, Suite 100, Houston, Texas 77024.
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1.

2.

3.

Identification of Proceedings:
(a) Preliminary or final motion/order (circle one)...............................................
(b) Continuing use of cash collateral (§ 363) ......................................................
(c) New financing (§ 364) ...................................................................................
(d) Combination of §§ 363 and 364 financing ....................................................
(e) Emergency hearing (immediate and irreparable harm) .................................
Stipulations:
(a) Brief history of debtor’s businesses and status of debtor’s prior
relationships with lender ................................................................................
(b) Brief statement of purpose and necessity of financing. .................................
(c) Brief statement of type of financing (i.e., accounts receivable, inventory) ...
(d) Are lender’s pre-petition security interest(s) and liens deemed valid, fully
perfected and non-avoidable ..........................................................................
(i) Are there provisions to allow for objections to above? ...........................
(e) Is there a post-petition financing agreement between lender and
debtor? ...........................................................................................................
(i) If so, is agreement attached?....................................................................
(f) Is there is an agreement that lender’s post-petition security interests and
liens deemed valid, fully perfected and non-avoidable? ...............................
(g) Is lender undersecured or oversecured (circle one) ......................................
(h) Has lender’s non-cash collateral been appraised? .........................................
(i) Insert date of latest appraisal ...................................................................
(i) Is debtor’s proposed budget attached?...........................................................
(j) Are all pre-petition loan documents identified? ............................................
(k) Are pre-petition liens on single or multiple assets? (circle one) ...................
(l) Are there pre-petition guaranties of debt? .....................................................
(i) Limited or unlimited? (circle one) ...........................................................
Grant of Liens:
(a) Do post-petition liens secure pre-petition debts?...........................................
(b) Is there cross-collaterization? ........................................................................
(c) Is the priority of post-petition liens equal to or higher than existing liens? ..
(d) Do post-petition liens have retroactive effect? ..............................................
(e) Are there restrictions on granting further liens or liens of equal or higher
priority? .........................................................................................................
(f) Is lender given liens on claims under §§ 506(c), 544-50 and §§ 522? ..........
(i) Are lender’s attorneys fees to be paid? ....................................................
2

N/A
Y
N
N
Y

Y
Y
Y
Y
Y
N
N/A
Y
N/A
N
N/A
Y
Y
N/A
Y
N/A

Y
N
Y
Y
Y
Y
Y

Case 17-36709 Document 14-2 Filed in TXSB on 12/14/17 Page 4 of 6

(ii) Are debtor’s attorneys fees excepted from § 506(c)? .............................. Y
(g) Is lender given liens upon proceeds of causes of action under §§ 544, 547
and 548? ......................................................................................................... Y
4.

Administrative Priority Claims:
(a) Is lender given an administrative priority? .................................................... Y
(b) Is administrative priority higher than § 507(a)? ............................................ Y
(c) Is there a conversion of pre-petition secured claim to post-petition
administrative claim by virtue of use of existing collateral? ......................... Y

5.

Adequate Protection (§361):
(a) Is there post-petition debt service? ................................................................ Y
(b) Is there a replacement/addition 361(/) lien? (circle one or both)................... N/A
(c) Is the lender’s claim given super-priority?
(§ 364(c) or (d)) [designate] ..........................................................................
N
(d) Are there guaranties? ..................................................................................... Y
(e) Is there adequate Insurance coverage? .......................................................... Y
(f) Other? ............................................................................................................ Y
Debtors’ comment: Prepetition Secured Parties attorneys’ fees will be
paid under the Interim Order.

6.

Waiver/Release Claims v. Lender:
(a) Debtor waives or release claims against lender, including, but not limited
to, claims under §§ 506(c), 544-550, 552, and 553 of the Code?.................. Y
(b) Does the debtor waive defenses to claim or liens of lender? ......................... Y

7.

Source of Post-Petition Financing (§ 364 Financing):
(a) Is the proposed lender also the pre-petition lender? ...................................... N/A
(b) New post-petition lender? .............................................................................. N/A
(c) Is the lender an insider? ................................................................................. N/A

8.

Modification of Stay:
(a) Is any modified lift of stay allowed? .............................................................
(b) Will the automatic stay be lifted to permit lender to exercise self-help upon
default without further order? ........................................................................
(c) Are there any other remedies exercisable without further order of court? ....
(d) Is there a provision that any future modification of order shall not affect
status of debtor’s post-petition obligations to lender? ...................................
3

Y
Y
Y
Y
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9.

Creditors’ Committee:
(a) Has creditors’ committee been appointed? .................................................... N
(b) Does creditors’ committee approve of proposed financing? ......................... N/A

10.

Restrictions on Parties in Interest:
(a) Is a plan proponent restricted in any manner, concerning modification of
lender’s rights, liens and/or causes? ..............................................................
(b) Is the debtor prohibited from seeking to enjoin the lender in pursuit of
rights? ............................................................................................................
(c) Is any party in interest prohibited from seeking to modify this order? .........
(d) Is the entry of any order conditioned upon payment of debt to lender? ........
(e) Is the order binding on subsequent trustee on conversion? ...........................

Y
N
N
N
Y

11.

Nunc Pro Tunc:
(a) Does any provision have retroactive effect? .................................................. Y

12.

Notice and Other Procedures:
(a) Is shortened notice requested? .......................................................................
(b) Is notice requested to shortened list? .............................................................
(c) Is time to respond to be shortened? ...............................................................
(d) If final order sought, have 15 days elapsed since service of
motion pursuant to Rule 4001(b)(2)? ............................................................
(e) If preliminary order sought, is cash collateral necessary to avoid
immediate and irreparable harm to the estate pending a final hearing? ........
(f) Is a Certificate of Conference included? .......................................................
(g) Is a Certificate of Service included? ..............................................................
(h) Is there verification of transmittal to U.S. Trustee included
pursuant to Rule 9034? ..................................................................................
(i) Has an agreement been reached subsequent to filing motion? ......................
(i) If so, has notice of the agreement been served pursuant to Rule
4001(d)(4)? ..............................................................................................
(ii) Is the agreement in settlement of motion pursuant to Rule 4001(d)(4)? .
(iii)Does the motion afford reasonable notice of material provisions of
agreement pursuant to Rule 4001(d)(4)? .................................................
(iv) Does the motion provide for opportunity for hearing pursuant to Rule
9014? .......................................................................................................

4

Y
N
N
N/A
Y
N
Y
Y
N/A
N/A
N/A
N/A
N/A

Case 17-36709 Document 14-2 Filed in TXSB on 12/14/17 Page 6 of 6

Houston, Texas
Dated: December 14, 2017

/s/ Zack A. Clement
Zack A. Clement (Texas Bar No. 04361550)
ZACK A. CLEMENT PLLC
3753 Drummond Street
Houston, Texas 77025
Telephone: (832) 274-7629
-andJames H.M. Sprayregen, P.C. (pro hac vice admission pending)
Marc Kieselstein, P.C. (pro hac vice admission pending)
Chad J. Husnick, P.C. (pro hac vice admission pending)
Brad Weiland (pro hac vice admission pending)
Laura Krucks (pro hac vice admission pending)
KIRKLAND & ELLIS LLP
KIRKLAND & ELLIS INTERNATIONAL LLP
300 North LaSalle Street
Chicago, Illinois 60654
Telephone:
(312) 862-2000
Facsimile:
(312) 862-2200
Proposed Co-Counsel to the Debtors and Debtors in Possession

