- Case 15-10585-LSS Doc 97 Filed 03/19/15 Page 1 of 36

ORIGINAL

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

Inre: Chapter 11

Quicksilver Resources Inc., et al.,! Case No. 15-10585 (LSS)

Debtors. Joint Administration Requested

Re: Docket No. 16

S e S N N N N’

INTERIM ORDER UNDER 11 U.S.C. §§ 105, 361, 362,

363 AND 507, AND BANKRUPTCY RULES 2002, 4001 AND 9014
(I) AUTHORIZING DEBTORS TO USE CASH COLLATERAL,
(II) GRANTING ADEQUATE PROTECTION TO PREPETITION
SECURED PARTIES AND (I1II) SCHEDULING A FINAL
HEARING PURSUANT TO BANKRUPTCY RULE 4001(b)

Upon the motion, dated March 17, 2015, [D.I. 16] (the “Motion”)z, of Quicksilver Resources
Inc. (“Quicksilver”) and its affiliated debtors, each as debtor and debtor in possession (collectively, the
“Debtors”) in the above-captioned cases (the “Cases”), for interim and final orders under sections 103,

361, 362, 363 and 507 of title 11 of the United States Code (as amended, the “Bankruptcy Code”),

Rules 2002, 4001 and 9014 of the Federal Rules of Bankruptcy Procedure (as amended, the

“Bankruptcy Rules”) and the Local Rules of Bankruptcy Practice and Procedure of the United States
Bankruptcy Court for the District of Delaware (the “Local Rules™), seeking:

(a) authorization for the Debtors, pursuant to Bankruptcy Code sections 105, 361,
362, 363, and 507, to (a) use the Cash Collateral (as defined in paragraph 4(¢)
below), and all other Prepetition Collateral (as defined in paragraph 4(d) below);
and (b) provide adequate protection to:

' The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification
number, are: Quicksilver Resources Inc. [6163]; Barnett Shale Operating LLC [0257]; Cowtown Drilling, Inc. [8899];
Cowtown Gas Processing L.P. [1404]; Cowtown Pipeline Funding, Inc. [9774]; Cowtown Pipeline L.P. [9769]; Cowtown
Pipeline Management, Inc. [9771]; Makarjos Resources International Holdings LLC [1765]; Makarios Resources
International Inc. [7612]; QPP Holdings LLC [0057]; QPP Parent LLC [8748]; Quicksilver Production Partners GP LLC
[2701]; Quicksilver Production Partners LP [9129]; and Silver Stream Pipeline Company LLC [9384]. The Debtors’
address is 801 Cherry Street, Suite 3700, Unit 19, Fort Worth, Texas 76102,

? All capitalized terms not otherwise defined herein are to be given the meanings ascribed to them in the Motion.



Case 15-10585-LSS Doc 97 Filed 03/19/15 Page 2 of 36

First Lien Lenders

(1)  the Global Administrative Agent and the U.S. Lenders (each as defined
below) under the Amended and Restated Credit Agreement, dated as of
December 22, 2011 (as amended, supplemented or otherwise modified,
the “U.S. Credit Agreement,” and, together with all mortgage, security,
pledge and guaranty agreements and all other documentation executed
by any Debtor in connection with any of the foregoing, each as amended,
supplemented or otherwise modified, the “U.S. First Lien Documents™
(which U.S. First Lien Documents also secure the Guaranteed Canadian
Obligations as defined in paragraph 4(f) below on a first lien pari passu
basis), and all debts, liabilities and obligations of every kind and nature
under the U.S. First Lien Documents, the “U.S. Credit Agreement
Obligations,”), among Quicksilver, the lenders from time to time party
thereto (including in their (or their affiliates’) capacity as a Bank
Products Provider, Secured Swap Provider or an Issuing Bank (each as
defined in the U.S. Credit Agreement), collectively, the “U.S. Lenders”)
and JPMorgan Chase Bank, N.A., as Global Administrative Agent (the
“Global Administrative Agent”);

2) the Canadian Administrative Agent and the Canadian Lenders (each as
defined below) under the Amended and Restated Credit Agreement,
dated as of December 22, 2011 (as amended and supplemented or
otherwise modified, the “Canadian Credit Agreement” and, together with
all mortgage, security, pledge and guaranty agreements and all other
documentation executed by the Canadian Borrower (as defined below)
and the Canadian non-Debtor obligors in connection with any of the
foregoing, each as amended, supplemented or otherwise modified, the
“Canadian First Lien Documents,” and all debts, liabilities and
obligations of every kind and nature under the Canadian First Lien
Documents, the “Canadian Credit Agreement Obligations,”), among
Quicksilver, Quicksilver Resources Canada Inc. (the “Canadian
Borrower”), the lenders from time to time party thereto (including in
their (or their affiliates’) capacity as a Bank Products Provider, Secured
Swap Provider or an Issuing Bank (each as defined in the Canadian
Credit Agreement) (collectively, the “Canadian Lenders”) and JPMorgan -
Chase Bank, N.A., Toronto Branch as Administrative Agent (the
“Canadian Administrative Agent”; the Canadian Administrative Agent,
the Global Administrative Agent3, the U.S. Lenders and the Canadian
Lenders, the “First Lien Parties™);

Second Lien Lenders and Noteholders

3) the Second Lien Agent and the Second Lien Lenders (each as defined
below) under the Second Lien Credit Agreement, dated as of June 21,
2013 (as amended, supplemented or otherwise modified, the “Second
Lien Credit Agreement,” and, together with all mortgage, security and

* The Canadian Borrower is not a Debtor in the Cases. As noted above, all of the Prepetition Collateral secures the
U.S. Credit Agreement Obligations and the Guaranteed Canadian Obligations on a first lien, pari passu basis.
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(c)
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)

pledge agreements and all other documentation executed in connection
with any of the foregoing, each as amended, supplemented or otherwise
modified, the “Second Lien Credit Documents,” and all debts, liabilities
and obligations of every kind and nature under the Second Lien Credit
Documents, the “Second Lien Credit Agreement Obligations™), among
Quicksilver, the lenders from time to time party thereto (collectively, the
“Second Lien Lenders”) and Credit Suisse AG, Cayman Islands Branch
(f’k/a Credit Suisse AG), as administrative agent for the Second Lien
Lenders and Applicable Authorized Representative (as defined in the
Second Lien Pari Passu Intercredtior Agreement (as defined in paragraph
26 below) (the “Second Lien Agent™); and

the Second Lien Indenture Trustee and the Second Lien Noteholders
(each as defined below) under the Indenture, dated as of June 21, 2013
(as amended, supplemented or otherwise modified, the “Second Lien
Indenture,” and together with all mortgage, security, pledge and guaranty
agreements in connection with the Second Lien Credit Agreement and
the Second Lien Indenture and all other documentation executed in
connection with the foregoing, each as amended, supplemented or
otherwise modified, the “Second Lien Indenture Documents”; the
Second Lien Indenture Documents collectively with the U.S. First Lien
Documents, Canadian Guaranty Agreement, and the Second Lien Credit
Documents, the “Prepetition Secured Debt Documents™; and all debts,
liabilities and obligations of every kind and nature under the Second
Lien Indenture Documents, the “Second Lien Indenture Obligations”; the
Second Lien Indenture Obligations collectively with the U.S. Credit
Agreement Obligations, and the Second Lien Credit Agreement
Obligations, the “Prepetition Obligations”), among Quicksilver as
Issuer, certain of its subsidiaries party thereto, and The Bank of New
York Mellon Trust Company, N.A. (as trustee and second lien collateral
agent for the noteholders from time to time (collectively, the “Second
Lien Noteholders™), the Second Lien Agent and the Second Lien
Lenders, the “Second Lien Indenture Trustee™, the Second Lien
Indenture Trustee, the Second Lien Agent, the Second Lien Lenders and
the Second Lien Noteholders, the “Second Lien Parties™); the Second
Lien Indenture Trustee, together with the Global Administrative Agent,
and the Second Lien Agent, the “Prepetition Agents,” and the Prepetition
Agents collectively with the U.S. Lenders, the Canadian Lenders, the
Canadian Administrative Agent, the Second Lien Lenders and the
Second Lien Noteholders, the “Prepetition Secured Parties™);

subject to entry of the Final Order (as defined in paragraph (e) below),
authorization to grant adequate protection liens on the proceeds and property
recovered in respect of the Debtors’ claims and causes of action (but not on the
actual claims and causes of action) arising under Bankruptcy Code sections 544,
545, 547, 548, 549 and 550 or any other state or federal law (collectively, the
“Avoidance Actions”), as identified pursuant to Rule 4001-2(a)(i)}(D) of the

Local Rules;

subject to entry of the Final Order, and except to the extent of the Carve Out (as
defined in paragraph 9(c) below), the waiver by the Debtors of any right to
surcharge against the Prepetition Collateral or the Adequate Protection

3
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Collateral (as defined in paragraph 9(b) below) pursuant to Bankruptcy Code
section 506(c) or any other applicable principle of equity or law, as identified
pursuant to Local Rule 4001-2(a)(1)(C);

(d) to schedule, pursuant to Bankruptcy Rule 4001, an interim hearing (the “Interim
Hearing”) on the Motion to be held before this Court to consider entry of this
Interim Order (a) authorizing the Debtors to use the Cash Collateral and the
other Prepetition Collateral; and (b) granting adequate protection to the
Prepetition Agents and the Prepetition Secured Parties;

(e) to schedule, pursuant to Bankruptcy Rule 4001 and Local Rule 4001-2(c), a final
hearing (the “Final Hearing”) for this Court to consider entry of a final order
(the “Final Order”) authorizing the Debtors on a final basis to continue to use
the Cash Collateral and the other Prepetition Collateral and authorizing and
approving the relief requested in the Motion to become effective pursuant to the
Final Order; and

@ waiver of any applicable stay with respect to the effectiveness and enforceability
of this Interim Order (including a waiver pursuant to Bankruptcy Rule 6004(h)).

The Interim Hearing having been held by this Court on March 19, 2015; and upon the record
made by the Debtors at the Interim Hearing (including, without limitation, the First Day Declaration);
and this Court having heard and resolved or overruled all objections to the interim relief requested in
the Motion; and it appearing that the interim relief requested in the Motion is in the best interests of the
Debtors, their estates and creditors; and after due deliberation and consideration and sufficient cause
appearing therefor,

IT IS FOUND, DETERMINED, ORDERED AND ADJUDGED, that:

1. The Motion. The Motion is granted on an interim basis as set forth herein. Any
objection to the Motion to the extent not withdrawn or resolved is hereby overruled.

2. Jurisdiction. This Court has core jurisdiction over the Cases commenced on March 17,
2015 (the “Petition Date™), this Motion, and the parties and property affected hereby pursuant to 28
U.S.C. §§ 157(b) and 1334. Venue is proper before this Court pursuant to 28 U.S.C. §§ 1408 and

1409.
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3. Notice. Notice of the Motion, the relief requested therein and the Interim Hearing was
served by the Debtors on (a) the Office of the United States Trustee for the District of Delaware, Attn:
Jane Leamy, Esq.; (b) the entities listed on the Consolidated List of Creditors Holding the 30 Largest
Unsecured Claims filed pursuant to Bankruptcy Rule 1007(d); (¢) counsel to the Global Administrative
Agent, the Canadian Administrative Agent, the Second Lien Agent, and the Second Lien Indenture
Trustee; (d) counsel to the Ad Hoc Group of Second Lienholders (as defined below); (e) counsel to the
indenture trustees under the Debtors’ pre-petition indentures; (f) the United States Securities and
Exchange Commission; (g) the United States Internal Revenue Service; and (h) parties entitled to
notice pursuant to Local Rule 9013-1(m). Under the circumstances, the notice given by the Debtors of
the Motion, the relief requested therein and the Interim Hearing constitutes due and sufficient notice
thereof and complies with Bankruptcy Rules 2002, 4001(b), (¢) and (d) and the Local Rules.

4. Debtors’ Stipulations. Without prejudice to the rights of any other party (but subject to
the limitations thereon contained in paragraphs 22 and 23 below) the Debtors admit, stipulate, and
agree that:

The U.S. Credit Agreement

(a) as of the Petition Date, Quicksilver and the Debtor Guarantors (collectively, the
“U.S. Debtor Obligors™) were indebted and liable to the U.S. Lenders, without
defense, counterclaim or offset of any kind, for all of the U.S. Credit Agreement
Obligations, including without limitation, Loans (as defined in the U.S. Credit
Agreement) made by the U.S. Lenders in the aggregate principal amount of not
less than $137,300,000 under the U.S. Credit Agreement and not less than
$9,700,000 in face amount of undrawn Letters of Credit (as defined in the U.S.
Credit Agreement), plus accrued and unpaid interest, indemnification
obligations, obligations arising under Swap Agreements (as defined in the U.S,
Credit Agreement), Bank Products Obligations (as defined in the U.S. Credit
Agreement), and fees and expenses (including, without limitation, the
reasonable fees and expenses of the Global Administrative Agent’s attorneys,
consultants, accountants, experts and financial advisors) and other obligations
incurred in connection therewith, in each case in accordance with the terms of
the U.S. First Lien Documents; the U.S. Credit Agreement Obligations are
unconditionally and irrevocably guaranteed by the Debtor Guarantors pursuant
to the Guaranty Agreement, dated as of September 6, 2011 (as amended,

5
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supplemented or otherwise modified, the “Guaranty Agreement”), among
Quicksilver, the other Debtors party thereto and the Global Administrative
Agent;

(b)  the U.S. Credit Agreement Obligations constitute the legal, valid and binding
obligation of the U.S. Debtor Obligors, enforceable in accordance with their
terms (except as subject to the stay of enforcement arising under Bankruptcy
Code section 362);

(©) (i) no portion of the U.S. Credit Agreement Obligations and no amounts paid at
any time to the Global Administrative Agent or the U.S. Lenders in respect of
the U.S. Credit Agreement Obligations, the U.S. First Lien Documents, and the
transactions contemplated thereby is subject to contest, attack, objection,
recoupment, defense, setoff, counterclaim, avoidance, recharacterization,
reclassification, reduction, disallowance, recovery or subordination or other
challenge pursuant to the Bankruptcy Code or applicable nonbankruptcy law,
and (ii) the Debtors do not have any claims, counterclaims, causes of action,
defenses or setoff rights related to the U.S. Credit Agreement Obligations or the
U.S. First Lien Documents, whether arising on or prior to the date hereof, under
the Bankruptcy Code or applicable nonbankruptcy law against the Global
Administrative Agent, the U.S. Lenders, and their respective affiliates,
subsidiaries, agents, officers, directors, employees, attorneys and advisors;

(d)  the liens and security interests granted by the Debtor Guarantors and certain
non-Debtor entities’ to the Global Administrative Agent to secure the U.S.
Credit Agreement Obligations and the Guaranteed Canadian Obligations (as
defined in paragraph 4(f), below) for the benefit of the Global Administrative
Agent, the U.S. Lenders, the Canadian Administrative Agent and the Canadian
Lenders pursuant to and in connection with U.S. First Lien Documents,
including without limitation, the Amended and Restated Pledge Agreement,
dated as of December 22, 2011 (as amended, supplemented or otherwise
modified, the “Pledge Agreement”), and the Mortgage, Deed of Trust,
Assignment of As-Extracted Collateral, Security Agreement, Fixture Filing and
Financing Statement, dated as of September 6, 2011 (together with all recorded
mortgage filings, as amended, supplemented or otherwise modified, the
“Mortgage”), and the other U.S. First Lien Documents are valid, binding,
perfected, enforceable, first priority liens and security interests on the real and
personal property of the U.S. Debtor Obligors constituting “Collateral” as
defined in the Pledge Agreement and the Mortgage, respectively, including
without limitation, oil and gas properties (and as-extracted collateral, goods,
fixtures, hydrocarbons, books and records, documents, instruments, general
intangibles and letter-of-credit rights deriving from or pertaining to the
Mortgaged Property (as defined in the Mortgage), certain equity interests,
accounts, contract rights and general intangibles consisting of the U.S. Debtor
Obligors’ rights under Swap Agreements (all such “Collateral,” including the
Cash Collateral (as defined below) and the setoff rights described in the U.S.
First Lien Documents or arising by operation of law, are collectively referred to

*65% of the equity interests of the Canadian Borrower and Quicksilver Production Partners Operating Ltd. are
pledged under the Pledge Agreement to secure the U.S. Credit Agreement Obligations and the Canadian Credit Agreement
Obligations.




(e)
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herein as the “Prepetition Collateral”), are subject in each case to permitted
exceptions under the U.S. First Lien Documents, and are not subject to
objection, defense, contest, avoidance, recharacterization, reclassification,
reduction or subordination pursuant to the Bankruptcy Code or applicable non-
bankruptcy law by any person or entity; and

all of the Debtors’ cash (1) constituting Prepetition Collateral; (2) constituting
proceeds, products, rents, or profits of property of Prepetition Collateral; or
(3) subject to the U.S. Lenders’ rights of setoff (provided that with respect to the
U.S. Operating Account (defined below) only cash subject to such rights of
setoff that existed as of the Petition Date) constitutes cash collateral (the “Cash
Collateral™), and all of the Debtors” cash not constituting Prepetition Collateral,
proceeds, products, rents or profits of property of Prepetition Collateral or
subject to such rights of setoff is not Cash Collateral.

The Canadian Credit Agreement

®

(2

(b)

as of the Petition Date, (i) the U.S. Debtor Obligors were indebted and liable to
the Canadian Lenders, without defense, counterclaim or offset of any kind,
under the Guaranty Agreement, dated as of December 22, 2011 (as amended,
supplemented or otherwise modified, the “Canadian Guaranty Agreement”),
among the U.S. Debtor Obligors party thereto from time to time and the
Canadian Administrative Agent pursuant to which the U.S. Debtor Obligors
unconditionally and irrevocably guaranteed the Canadian Credit Agreement
Obligations (the “Guaranteed Canadian Obligations™), and (ii) the Canadian
Borrower and the non-Debtor Canadian obligors party to or otherwise obligated
under the Canadian First Lien Documents were indebted and liable to the
Canadian Lenders, without defense, counterclaim or offset of any kind, for all of
the Canadian Credit Agreement Obligations, including without limitation, Loans
(as defined in the Canadian Credit Agreement) made by the Canadian Lenders in
the aggregate principal amount of not less than $97,500,000 and not less than
$28,500,000 in face amount of undrawn Letters of Credit (as defined in the
Canadian Credit Agreement), plus accrued and unpaid interest, indemnification
obligations, obligations arising under Swap Agreements (as defined in the
Canadian Credit Agreement), Bank Products Obligations (as defined in the
Canadian Credit Agreement) and fees and expenses (including, without
limitation, the reasonable fees and expenses of the Canadian Administrative
Agent’s attorneys, consultants, accountants, experts and financial advisors) and
other obligations incurred in connection therewith, in each case in accordance
with the terms of the Canadian First Lien Documents;

the Guaranteed Canadian Obligations constitute the legal, valid and binding
obligation of the U.S. Debtor Obligors, enforceable in accordance with their
terms (except as subject to the stay of enforcement arising under Bankruptcy
Code section 362), and the Canadian Credit Agreement Obligations constitute
the legal, valid and binding obligation of the Canadian Borrower and the
Canadian non-Debtor obligors, enforceable in accordance with their terms;

(1) no portion of the Guaranteed Canadian Obligations or the Canadian Credit
Agreement Obligations and no amounts paid at any time to the Canadian
Administrative Agent or the Canadian Lenders in respect of the Guaranteed
Canadian Obligations or the Canadian Credit Agreement Obligations, the

7
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Canadian Guaranty Agreement, the Canadian First Lien Documents, and the
transactions contemplated thereby is subject to contest, attack, objection,
recoupment, defense, setoff, counterclaim, avoidance, recharacterization,
reclassification, reduction, disallowance, recovery or subordination or other
challenge pursuant to the Bankruptcy Code, other applicable insolvency law or
applicable nonbankruptcy law, and (ii) the Debtors, the Canadian Borrower and
the non-Debtor Canadian obligors do not have any claims, counterclaims, causes
of action, defenses or setoff rights related to the Guaranteed Canadian
Obligations, the Canadian Credit Agreement Obligations, the Canadian
Guaranty or the Canadian First Lien Documents, whether arising on or prior to
the date hereof, under the Bankruptcy Code, other applicable insolvency law or
applicable non-insolvency law, against the Canadian Administrative Agent, the
Canadian Lenders, and their respective affiliates, subsidiaries, agents, officers,
directors, employees, attorneys and advisors;

the liens and security interests granted to the Global Administrative Agent for
the benefit of Canadian Lenders pursuant to and in connection with the
Canadian First Lien Documents are valid, binding, perfected, enforceable, first
priority liens and security interests on the collateral described therein (the
“Canadian Collateral”), subject to permitted exceptions under the Canadian First
Lien Documents, and are not subject to objection, defense, contest, avoidance,
recharacterization, reclassification, reduction or subordination pursuant to the
Companies’ Creditors Arrangement Act (the “CCAA”), other applicable
insolvency law or applicable non-insolvency law by any person or entity;

the aggregate value of the Prepetition Collateral substantially exceeds the
aggregate amount of the U.S. Credit Agreement Obligations, including the
Guaranteed Canadian Obligations;

in connection with the commencement of the Cases, and notwithstanding the
resulting automatic acceleration of the Canadian Credit Agreement Obligations,
at the request of the U.S. Debtor Obligors and the Canadian Borrower, and as an
essential component of the consensually negotiated terms of the use of the
Prepetition Collateral (including the Cash Collateral) pursuant to this Interim
Order, the Global Administrative Agent, the Canadian Administrative Agent, the
U.S. Lenders and the Canadian Lenders have implemented a forbearance from
the exercise of rights and remedies against the Canadian Borrower pursuant to
the terms of that certain Waiver and Forbearance Agreement, dated as of March
16, 2015 to facilitate the current intention of the U.S. Debtor Obligors and the
Canadian Borrower to not have the Canadian Borrower commence proceedings
under the CCAA at this time to avoid the potential disruption of the Canadian
Borrower’s business operations that may result from the commencement of
proceedings under the CCAA.

The Second Lien Credit Agreement

Q)

as of the Petition Date, the U.S. Debtor Obligors were indebted and liable to the
Second Lien Lenders, without defense, counterclaim or offset of any kind, for
all of the Second Lien Credit Agreement Obligations, including without
limitation, the Loans (as defined in the Second Lien Credit Agreement) made by
the Second Lien Lenders in the aggregate principal amount of not less than
$625,000,000 under the Second Lien Credit Agreement, plus accrued and

8
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(m)

()

unpaid interest, premiums, indemnification obligations and fees and expenses
(including, without limitation, the reasonable fees and expenses of the Second
Lien Agent’s and the Second Lien Lenders’ attorneys, consultants, accountants,
experts and financial advisors) and other obligations incurred in connection
therewith, in each case in accordance with the terms of the Second Lien Credit
Documents; the Second Lien Credit Agreement Obligations are unconditionally
and irrevocably guaranteed by the Debtor Guarantors pursuant to the Guaranty
Agreement, dated as of June 13, 2013 (as amended, supplemented or otherwise
modified, the “Second Lien Guaranty Agreement”), among Quicksilver, the
other Debtors party thereto from time to time and the Second Lien Agent;

the Second Lien Credit Agreement Obligations under the Second Lien Credit
Documents constitute the legal, valid and binding obligation of the U.S. Debtor
Obligors, enforceable in accordance with their terms (except as subject to the
stay of enforcement arising under Bankruptcy Code section 362); and

(1) no portion of the Second Lien Credit Agreement Obligations and no amounts
paid at any time to the Second Lien Agent or the Second Lien Lenders in respect
of the Second Lien Credit Agreement Obligations, the Second Lien Credit
Documents, and the transactions contemplated thereby is subject to contest,
attack, objection, recoupment, defense, setoff, counterclaim, avoidance,
recharacterization, reclassification, reduction, disallowance, recovery or
subordination or other challenge pursuant to the Bankruptcy Code or applicable
nonbankruptcy law and (ii) the Debtors do not have any claims, counterclaims,
causes of action, defenses or setoff rights related to the Second Lien Credit
Agreement Obligations or the Second Lien Credit Documents, whether arising
under the Bankruptcy Code or applicable nonbankruptcy law, on or prior to the
date hereof, against the Second Lien Agent, the Second Lien Lenders, and their
respective affiliates, subsidiaries, agents, officers, directors, employees,
attorneys and advisors.

The Second Lien Indenture

(0)

()

as of the Petition Date, U.S. Debtor Obligors were indebted and liable to the
Second Lien Notecholders, without defense, counterclaim or offset of any kind,
for all of the Second Lien Indenture Obligations (the Second Lien Indenture
Obligations together with the Second Lien Credit Agreement Obligations, the
“Second Lien Obligations”), including without limitation, the notes issued to the
Second Lien Noteholders in the aggregate principal amount of not less than
$200,000,000 under the Second Lien Indenture, plus accrued and unpaid
interest, indemnification obligations and fees and expenses (including, without
limitation, the reasonable fees and expenses of the Second Lien Indenture
Trustee’s attorneys, consultants, accountants, experts and financial advisors) and
other obligations incurred in connection therewith, in each case in accordance
with the terms of the Second Lien Indenture Documents; the Second Lien
Indenture Obligations and other obligations are unconditionally and irrevocably
guaranteed by the Debtor Guarantors pursuant to the Second Lien Indenture;

the Second Lien Indenture Obligations constitute the legal, valid and binding
obligation of the U.S. Debtor Obligors, enforceable in accordance with their
terms (except as subject to the stay of enforcement arising under Bankruptcy
Code section 362);

9
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(Q (i) no portion of the Second Lien Indenture Obligations and no amounts paid at
any time to the Second Lien Indenture Trustee or the Second Lien Noteholders
in respect of the Second Lien Indenture Obligations, the Second Lien Indenture
Documents, and the transactions contemplated thereby is subject to contest,
attack, objection, recoupment, defense, setoff, counterclaim, avoidance,
recharacterization, reclassification, reduction, disallowance, recovery or
subordination or other challenge pursuant to the Bankruptcy Code or applicable
nonbankruptcy law and (ii) the Debtors do not have any claims, counterclaims,
causes of action, defenses or setoff rights related to the Second Lien Indenture
Obligations or the Second Lien Indenture Documents, whether arising under the
Bankruptcy Code or applicable nonbankruptcy law, on or prior to the date
hereof, against the Second Lien Indenture Trustee, the Second Lien Noteholders,
and their respective affiliates, subsidiaries, agents, officers, directors,
employees, attorneys and advisors; and

(r) the liens and security interests granted to the Second Lien Indenture Trustee to
secure the Second Lien Obligations pursuant to and in connection with Second
Lien Guaranty Agreement, dated as of June 21, 2013, the Pledge Agreement,
dated as of June 21, 2013, and the Mortgage, Deed of Trust, Assignment of As-
Extracted Collateral, Security Agreement, Fixture Filing and Financing
Statement, dated as of June 21, 2013 (together with all recorded mortgage
filings, as amended, supplemented or otherwise modified, the “Second Lien
Mortgages™) and any other Security Instruments (as defined in the Second Lien
Credit Agreement) (collectively, the “Second Lien Collateral Documents™) are
valid, binding, perfected, enforceable, second priority liens and security interests
on the Prepetition Collateral (other than Prepetition Collateral constituting setoff
rights of the Global Administrative Agent and the U.S. Lenders), subject in each
case to the Intercreditor Agreement (as defined in paragraph 7 below) and
permitted exceptions under the U.S. First Lien Documents and the Second Lien
Credit Documents and are not subject to objection, defense, contest, avoidance,
recharacterization, reclassification, reduction or subordination pursuant tQ the
Bankruptcy Code or applicable non-bankruptcy law by any person or entity.’

5. Findings Regarding the Use of Cash Collateral and Prepetition Collateral.

(a) Good cause has been shown for the entry of this Interim Order.

(b) The Debtors have an immediate need to use the Prepetition Collateral, to, among
other things, fund the orderly continuation of their businesses, pay their
operating expenses and preserve the going concern value of the Debtors,

(¢)  The terms of the use of the Prepetition Collateral pursuant to this Interim Order
are fair and reasonable, reflect the Debtors’ exercise of prudent business
judgment consistent with their fiduciary duties and constitute reasonably
equivalent value and fair consideration.

(d) The terms of the use of the Prepetition Collateral pursuant to this Interim Order
have been the subject of extensive negotiations conducted in good faith and at

* The Second Lien Credit Agreement Obligations and the Second Lien Indenture Obligations are secured on a pari
passu basis.
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(e)

arm’s length among the Debtors, the Global Administrative Agent and the other
Prepetition Secured Parties and, pursuant to Bankruptcy Code sections 105, 361
and 363, the Prepetition Agents and the Prepetition Secured Parties are hereby
found to be entities that have acted in “good faith” in connection with the
negotiation and entry of this Interim Order, and each is entitled to the protection
provided under Bankruptcy Code section 363(m).

The Debtors have requested entry of this Interim Order pursuant to Bankruptcy
Rule 4001(b)(2) and (d). Absent granting the interim relief sought by this
Interim Order, the Debtors’ estates could be immediately and irreparably
harmed. The use of the Prepetition Collateral in accordance with this Interim
Order is in the best interest of the Debtors’ estates.

6. Authorization of Use of Cash Collateral and Prepetition Collateral.

(a)

(b)

The Debtors are hereby authorized to use the Prepetition Collateral during the
period from the Petition Date through and including the Termination Date for (i)
working capital, general corporate purposes and administrative costs and
expenses of the Debtors incurred in the Cases, subject to the terms hereof; and
(ii) adequate protection payments to the Prepetition Agents and the Prepetition
Secured Parties, as provided herein. All post-petition distributions and transfers
by a Debtor to any other Debtor (each, a “Debtor Transferee™) shall constitute an
allowed administrative expense under Bankruptcy Code sections 503(b)(1) and
507(a)(2) against such Debtor Transferee in the aggregate amount of such
distribution or transfer, which administrative expense claim against such Debtor
Transferee shall be junior in all respects to the 507(b) Claims (as defined in
paragraph 9(d)) against such Debtor Transferee.

During the period from April 1, 2015 through the Termination Date (as defined
in paragraph 11, below), the Debtors are hereby authorized and directed to
deposit into the Debtors’ main operating account (held by the Global
Administrative Agent) (as further described and defined in the Debtors’ Motion
for (4) Authority to (I) Continue Using Existing Cash Management System, (II)
Honor Certain Pre-petition Obligations Related to the Use of the Cash
Management System, and (III) Maintain Existing Bank Accounts and Business
Forms; and (B) an Extension of Time to Comply with Bankruptcy Code Section
345(b) (the “Cash Management Motion™) filed on the Petition Date, the “U.S.
Operating Account”) on the 1st business day of each month, cash that does not
constitute Cash Collateral in an amount equal to no less than $15 million. All
amounts in the U.S. Operating Account constitute either Cash Collateral or cash
so deposited by or for the benefit of the Debtors; provided, however, that, as
described more fully in the Debtors’ Motion for Entry of Interim and Final
Orders Authorizing the Debtors To Pay or Honor Pre-Petition and Post-Pefition
Royalty Obligations, Working Interest Obligations and Other Obligations
Related to Oil and Gas Leases filed on the Petition Date, certain funds received
by the Debtors are not assets of the Debtors, but rather are assets of third-parties
(the “Third Party Funds™), which flow through the Debtors’ accounts (including
the U.S. Operating Account) and accordingly, the Third Party Funds are not
property of the Debtors’ estates and do not constitute Cash Collateral or cash of
the Debtors. The Debtors’ cash requirements are such that the Debtors need to
use both the Cash Collateral and the cash deposited by or for the benefit of the
Debtors into the U.S. Operating Account pursuant to this paragraph 6(b) for
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working capital, general corporate purposes and administrative costs and
expenses of the Debtors incurred in the Cases. The Court shall retain
jurisdiction to resolve any dispute with respect to (1) the extent to which cash
deposited into the U.S. Operating Account by or for the benefit of the Debtors or
any other cash or cash equivalents of the Debtors constitutes Cash Collateral
(and all rights of the Prepetition Secured Parties with respect to any such dispute
are expressly preserved) and (2)any allocation of the Debtors’ cash
requirements as between the use of Cash Collateral and such cash deposited by
or for the benefit of the Debtors into the U.S. Operating Account; provided that
all costs, fees and expenses paid by the Debtors that relate to assets that are not
Prepetition Collateral or are general expenses of the Debtors’ estates shall be
deemed, to the extent such cash is available, to have been paid from cash that is
not Cash Collateral. The Debtors shall fully comply with the accounting of
Cash Collateral required by Bankruptcy Code section 363(c)(4) and shall also
account for cash that is deposited by or for the benefit of the Debtors into the
U.S. Operating Account.

7. Consent by the Global Administrative Agent. The Global Administrative Agent
consents to the Debtors’ use of Cash Collateral, in accordance with and subject to the terms and
conditions contained in this Interim Order or, as applicable, the Final Order. By virtue of the Global
Administrative Agent’s consent to the Debtors’ use of Cash Collateral and the provision of adequate
protection for the use of the Cash Collateral, pursuant to and subject to the terms of the Second Lien
Intercreditor Agreement, dated as of June 21, 2013 among Quicksilver, the Global Administrative
Agent as representative for the U.S. Lenders and the Canadian Lenders, the Second Lien Agent, as

representative for the Second Lien Lenders and Second Lien Noteholders and the Second Lien

Indenture Trustee (as amended, supplemented or otherwise modified, the “Intercreditor Agreement”g
the Second Lien Parties are deemed to have consented to such use of Cash Collateral. a;tfe ‘m&

8. Entitlement to Adequate Protection. The Prepetition Agents and the Prepetition %ﬁ\n
Secured Parties are entitled, pursuant to Bankruptcy Code sections 361, 363(c)(2) and 363(e), to \‘K‘gwdw
adequate protection of their interests in the Prepetition Collateral, including the Cash Collateral, in an 9‘3“‘”’&‘

amount equal to the aggregate post-petition diminution in value of the applicable Prepetition Agent’s

or Prepetition Secured Party’s interest in the Prepetition Collateral, including without limitation, any
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