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CONCLUSION



SHELLEY C. CHAPMAN
UNITED STATES BANKRUPTCY JUDGE

“It’s not even close.” So said Sabine’s Chief Restructuring Officer when asked his
opinion during the confirmation hearing as to the reasonableness of the settlement embodied in
the Debtors’ plan of reorganization.

Just six months ago, the Debtors in these chapter 11 cases engaged in a lengthy
evidentiary hearing in this Court to determine whether or not the Official Committee of
Unsecured Creditors should be granted so-called STN standing to pursue a sweeping set of
claims against the Debtors’ lenders as well as the Debtors’ current and former officers and
directors. Nine days of live testimony, hundreds of exhibits, and five days of closing argument
later, the Court denied the Committee’s request for STN standing. The proceedings took an
enormous toll on the Debtors: tens of millions of dollars in litigation costs were incurred and key
members of senior management had no choice but to attend every day of the hearing rather than
focus on maintaining the stability of the business and the morale of their employees.

Undaunted, the Debtors filed a plan of reorganization, dated April 29, 2016, and
commenced a confirmation hearing on Monday, June 13, 2016 — just thirty-six hours after
arguing before the District Court on the Committee’s appeal of this Court’s STN decision. In the
two months between the STN decision and the commencement of the confirmation hearing, the
parties once again engaged in weeks of depositions, discovery, and pre-trial skirmishes. Five
days into the hearing, the District Court issued its decision in favor of the Debtors on the STN
appeal. Ten days of live testimony, hundreds of exhibits, and ten hours of closing argument

later, it is eminently clear that the plan should be confirmed. The proceedings again took an



enormous financial toll on the Debtors and visited further human capital costs on members of
senior management and the Debtors’ employees.

What makes this case unique is not that it was litigious and expensive and exhausting for
all involved. Rather, it is the enormous extent to which it was unnecessarily litigious and
expensive. Notwithstanding the complexities of certain of the issues implicated by the Rule
9019 settlement that forms the basis of the plan — most notably, valuing oil and gas reserves in a
volatile market — the settlement addresses and resolves the wide variety of challenges raised by
the Committee, which seemed oblivious to the context and circumstances in which the case
unfolded. During the year in which Sabine has operated under chapter 11 protection, dozens and
dozens of oil and gas companies have been financially ravaged by plummeting commaodity prices
and have sought refuge in chapter 11. Thousands of jobs have been lost in Texas alone as rigs
have been shut down and exploration activities curtailed. It is time for this oil and gas company
to emerge from chapter 11 and, with a right-sized capital structure, focus anew on maximizing
the value of its assets and allowing its employees to feel a measure of security.

The settlement contained in the plan is fair, reasonable, and well above the lowest point
in the range of reasonableness and the plan otherwise satisfies each and every requirement for
confirmation. It’s not even close.

BACKGROUND!

l. Case and Company Background

! Having considered the voluminous evidence, testimonial and documentary, including all exhibits admitted

into evidence, and having conducted an independent analysis of the law and the facts, the Court makes the following
findings of fact and conclusions of law pursuant to Rule 7052 of the Federal Rules of Bankruptcy Procedure (the
“Bankruptcy Rules™), made applicable to this proceeding pursuant to Rule 9014 of the Bankruptcy Rules. To the
extent any finding of fact later shall be determined to be a conclusion of law, it shall be so deemed, and to the extent
any conclusion of law later shall be determined to be a finding of fact, it shall be so deemed.



Sabine Oil & Gas Corporation (“Sabine”) and its debtor affiliates, as debtor and debtors
in possession in the above-captioned cases (collectively, the “Debtors” or the “Company”) are an
independent energy company engaged in the acquisition, production, exploration, and
development of onshore oil and natural gas properties in the United States. The Debtors
constitute the surviving business from the business combination (the “Combination”) of Forest
Oil Corporation (“Legacy Forest”) and Sabine Oil & Gas LLC (“Legacy Sabine Parent”) that
was first announced in May 2014 and consummated in December 2014.

On July 15, 2015 (the “Petition Date”), each of the Debtors filed a voluntary petition for
relief under chapter 11 of the Bankruptcy Code (“the Code”). On July 28, 2015, the United
States Trustee for Region 2 (the “U.S. Trustee”) appointed an official committee of unsecured
creditors pursuant to section 1102 of the Bankruptcy Code (the “Committee”).?

1. Events Leading to the Plan and Settlement

Two months prior to the Petition Date, Sabine’s board of directors approved the
formation of a special committee (the *“Independent Directors Committee”) to conduct and
oversee an investigation of potential claims and causes of action related to the Combination that
the Debtors may possess against creditors and others. The Independent Directors Committee
was comprised of two independent directors, neither of whom had been involved in the
Combination or had involvement with Legacy Sabine Parent or Legacy Forest at the time of the
Combination. On June 10, 2015, Sabine’s board of directors approved an expansion of the
Independent Directors Committee’s authority to decide which claims related to the Combination,
if any, Sabine should assert. The Independent Directors Committee was assisted in its

assessment of potential claims by legal advisors and restructuring specialists who initially

2 Dkt. No. 90. On November 10, 2015, the Committee was reconstituted by the U.S. Trustee [Dkt. No. 499].



included litigation attorneys from Kirkland & Ellis LLP (“Kirkland) and financial advisors from
Zolfo Cooper Management, LLC (“Zolfo Cooper”). The Independent Directors Committee later
retained Professor Jack F. Williams to provide additional expertise and perspective on the
Debtors’ potential constructive fraudulent transfer claims.

The Independent Directors Committee’s advisors analyzed over 100,000 documents over
the course of more than six months in an effort to identify meritorious estate causes of action. In
connection with the investigation, Professor Williams produced an extensive report, dated
October 26, 2015, analyzing potential constructive fraudulent transfer claims (the “Williams
Report”)® and, on December 1, 2015, the Independent Directors Committee adopted a detailed
report prepared by Kirkland (the “December 1 Report”) analyzing potential claims for (i)
intentional fraudulent transfers related to the Combination; (ii) breaches of fiduciary duty against
(a) the pre-Combination Legacy Forest directors and officers (the “Legacy Forest Directors and
Officers”); (b) the Legacy Sabine Parent board of directors; (c) Mr. David J. Sambrooks, as
fiduciary for the subsidiaries of Legacy Sabine Parent (the “Legacy Sabine Subsidiaries”);* and
(d) the members of the board of directors of Sabine who replaced the Legacy Forest board of
directors at or around 1:20 p.m. EST on December 16, 2014 and met for the first time at 3:30
p.m. EST on December 16, 2014 (the “3:30 Board”); (iii) aiding and abetting breaches of

fiduciary duty against the RBL Lenders,” the Second Lien Lenders,® the Legacy Forest Directors

3 The Williams Report and the December 1 Report (as defined herein) were both filed on the docket of these

cases on December 22, 2015. See Notice of Filing of Analysis of Potential Estate Causes of Action [Dkt. No. 650].

4 Legacy Sabine Parent and the Legacy Sabine Subsidiaries shall be referred to collectively herein as
“Legacy Sabine.”

> The term “RBL” shall refer to the reserve-based revolving credit facility evidenced by an amended and
restated First Lien Credit Agreement, dated December 16, 2014, among Sabine Oil & Gas Corporation and the
lenders party thereto (the “RBL Credit Agreement™). The term “RBL Lenders” shall refer to those lenders under the
RBL Credit Agreement: Capital One N.A., Citibank, N.A., Bank of America N.A., Natixis New York Branch, and
UBS AG Stamford Branch, Wells Fargo Bank, N.A. (“Wells Fargo”), and Barclays Bank PLC (“Barclays™). Wells



and Officers, and the First Reserve Defendants (as defined below); (iv) equitable subordination
of the claims of the RBL Lenders and the Second Lien Lenders (collectively, the “Prepetition
Secured Lenders™); and (v) recharacterization as equity of the $50 million borrowed from the
Second Lien Lenders by Sabine in connection with the Combination (collectively, the “Bad Acts
Claims”).

The Williams Report and the December 1 Report provided the foundation for the
Independent Directors Committee’s conclusion that, other than the claims for constructive
fraudulent transfer asserted against the Second Lien Agent in the Adversary Proceeding filed by
the Debtors,” there were no other colorable constructive fraudulent transfer claims, nor were
there any other colorable claims arising from the Combination or related transactions that would
benefit the estates.

On October 27, 2015, Sabine’s board of directors convened a meeting to discuss whether
to pursue the so-called “Bucket Il Claims,” a set of potential claims unrelated to the
Combination, including, among others, claims challenging certain liens of the Prepetition
Secured Lenders as beyond the scope of the applicable grant or as avoidable preferences.® After
discussing at the meeting Kirkland’s analysis and recommendation regarding the Bucket Il
Claims, the Board of Directors determined not to pursue certain of the Bucket Il Claims because

doing so would not be in the best interest of the Debtors or their stakeholders.

Fargo executed the RBL Credit Agreement on behalf of itself individually and as administrative agent (the “RBL
Agent”).
6 The term “Second Lien Lenders” shall refer to those lenders under the Second Lien Credit Agreement,
dated December 14, 2012 (as amended, the “Second Lien Credit Agreement”), among Sabine Oil & Gas LLC (n/k/a
Sabine Oil & Gas Corporation) and the lenders party thereto. The term “Second Lien Agent” shall refer to
Wilmington Trust, N.A., as successor administrative agent under the Second Lien Credit Agreement.

! The “Adversary Proceeding” filed by the Debtors on the Petition Date (Adv. Pro. No. 15-01126 (SCC))
was pending before this Court at the time of the Confirmation Hearing (as defined below).

8 See Section IV.B, infra, for a detailed discussion of the Bucket 11 Claims.



On November 2, November 11, and November 14, 2015, the Independent Directors
Committee received demand letters from the Committee and the Forest Notes Trustees® with
respect to (a) the Bad Acts Claims and (b) claims seeking, on behalf of (i) the Legacy Forest
estate and (ii) the estates of the subsidiaries of the Legacy Sabine Subsidiaries, to avoid
obligations incurred, liens transferred, and payments made in connection with or related to the
Combination (the “Constructive Fraudulent Transfer Claims”). The Independent Directors
Committee considered the claims raised in the demand letters, and it continued to conclude that
no additional claims were colorable and beneficial to the estates.

On November 17, 2015, the Committee filed a motion for leave, standing, and authority
to commence and prosecute certain claims and causes of action on behalf of the Debtors’ estates
(the “First Committee STN Motion”),*® which was followed on December 15, 2015 by a second
motion seeking standing to pursue additional claims and causes of action (the *“Second
Committee STN Motion,”** and together with the First Committee STN Motion, the “STN
Motions”). By the STN Motions, the Committee sought standing to pursue the Constructive

Fraudulent Transfer Claims, the Bad Acts Claims, and the Bucket Il Claims.

o The “Forest Notes Trustees” are (i) Wilmington Savings Fund Society, FSP, as indenture trustee for $578

million in 7.25% senior unsecured notes due 2019 (the “Legacy Forest 2019 Notes”) and (ii) Delaware Trust
Company, as indenture trustee for $222 million in 7.5% senior unsecured notes due 2020 (the “Legacy Forest 2020
Notes” and, together with the Legacy Forest 2019 Notes, the “Legacy Forest Notes”).

10 Motion of the Official Committee of Unsecured Creditors for (I) Leave, Standing, and Authority to
Commence and Prosecute Certain Claims and Causes of Action on Behalf of the Debtors’ Estates and (11) Non-
Exclusive Settlement Authority, dated November 17, 2015 [Dkt. No. 518]. Also on November 17, 2015, the Forest
Notes Trustees filed their Motion for Entry of an Order Pursuant to 8 1109(b) Granting Leave, Standing and
Authority to Prosecute and, if Appropriate, Settle Certain Claims on Behalf of the Estate of Sabine Oil & Gas
Corporation, dated November 17, 2015 [Dkt. No. 521] (the “Forest Notes Trustees’ STN Motion™). The Forest
Notes Trustees joined the Second Committee STN Motion and later amended the Forest Notes Trustees’ STN
Motion to allow the Committee to seek a “lead” position with respect to the Constructive Fraudulent Transfer
Claims.
1 Second Motion of the Official Committee of Unsecured Creditors for (I) Leave, Standing, and Authority to
Commence and Prosecute Certain Claims and Causes of Action on Behalf of the Debtors’ Estates and (11) Non-
Exclusive Settlement Authority, dated December 15, 2015 [Dkt. No. 609].



After a fifteen-day trial on the STN Motions which included ten days of live witness
testimony and the submission of over 400 exhibits (the “STN Hearing”), the Court denied the
STN Motions.*® The Court found that the Bad Acts Claims and the Constructive Fraudulent
Transfer Claims asserted were not colorable, with the exception of the Constructive Fraudulent
Transfer Claims sought to be asserted on behalf of the Legacy Sabine Subsidiaries. Although the
Court found this subset of Constructive Fraudulent Transfer Claims to be colorable, the Court
concluded that it was not in the best interests of the Debtors’ estates to pursue such claims
because the potential recovery was relatively low as compared to the high costs and risks to the
Debtors’ estates associated with that litigation.> The Court also declined to rule on the
colorability of the Bucket Il Claims because the Debtors were pursuing a settlement of the
Bucket Il Claims in the context of the proposed plan of reorganization filed by the Debtors on
January 26, 2016.*

I11.  ThePlan

In January of 2016, before the commencement of the STN Hearing, the Court entered the
Order Selecting Mediator and Governing Mediation Procedures [Dkt. No. 669] (the “First
Mediation Order”) appointing the Honorable Allan L. Gropper (Ret.) as mediator (the “First
Mediator”) in these chapter 11 cases. Through the First Mediation Order, the Court authorized
the First Mediator to mediate any issues concerning, among other things, the terms of any plan of

reorganization relating to the claims and causes of action raised in the Adversary Proceeding, the

12 See Bench Decision on Motions for Leave, Standing, and Authority to Commence and Prosecute Certain

Claims and Causes of Action on Behalf of the Debtors’ Estates (the “STN Ruling™), Case No. 15-11835 (SCC)
(Bankr. S.D.N.Y. Mar. 31, 2016) [Dkt. No. 923], also available at In re Sabine Oil & Gas Corp., 547 B.R. 503
(Bankr. S.D.N.Y. 2016), aff’d, Opinion and Order, 16-cv-2561 (JGK) [Dkt. No. 39] (S.D.N.Y. June 24, 2016).

B STN Ruling, aff’d, Opinion and Order, 16-cv-2561 (JGK) [Dkt. No. 39] (S.D.N.Y. June 24, 2016).

1 Id. at n.29. On January 26, 2016, the Debtors filed the Joint Chapter 11 Plan of Reorganization of Sabine
Oil & Gas and Its Debtor Affiliates [Dkt. No. 748] (the “Standalone Plan”) and a corresponding disclosure statement
[Dkt. No. 749]. The Standalone Plan did not have the support of any of the Debtors’ key stakeholders.



proposed complaints annexed to the STN Motions, the Williams Report, and the December 1
Report, as well as any issues related to the confirmation of a plan of reorganization (the “First
Mediation”). In accordance with the terms of the First Mediation Order, the First Mediation
Parties™ submitted mediation statements and participated in several mediation sessions. The
First Mediation culminated in an agreement among the Debtors and the RBL Lenders, the RBL
Agent, the Second Lien Lenders, and the Second Lien Agent (collectively, the “Supporting
Parties”) (who were also First Mediation Parties) on the terms of the restructuring transaction
contemplated in the Plan (as defined below).

Accordingly, on March 31, 2016, the Debtors filed an amended version of the Standalone
Plan [Dkt. No. 926] (the “March 2016 Plan”) and an amended version of the disclosure statement
[Dkt. No. 927] reflecting the agreement among the Supporting Parties and the Debtors. On April
27, 2016, the Debtors filed the Second Amended Joint Chapter 11 Plan of Sabine Oil & Gas
Corporation and its Debtor Affiliates [Dkt. No. 1041] (the “April 2016 Plan”) and related
disclosure statement [Dkt. No. 1042] (the “Disclosure Statement”) (i) reflecting further
discussions among the Supporting Parties and the Debtors and (ii) incorporating the STN Ruling.

On April 29, 2016, the Court entered the Order Approving (A) The Adequacy Of The
Disclosure Statement, (B) Solicitation And Notice Procedures With Respect To Confirmation Of
The Second Amended Joint Chapter 11 Plan Of Reorganization Of Sabine Oil & Gas
Corporation And Its Debtor Affiliates, (C) The Form Of Ballots And Notices In Connection

Therewith, And (D) The Scheduling Of Certain Dates With Respect Thereto [Dkt. No. 1050, as

B The “First Mediation Parties” included the Debtors, the Committee, the RBL Agent, certain of the RBL
Lenders, the Second Lien Agent, an ad hoc group of holders of the Legacy Forest Notes, an ad hoc group of holders
of the $350 million outstanding in 9.75% senior unsecured notes due 2017 (the “Legacy Sabine Notes”), The Bank
of New York Mellon Trust Company, N.A., as indenture trustee for the Legacy Sabine Notes (the “Legacy Sabine
Notes Trustee”), the Forest Notes Trustees, Barclays, certain current and former directors of Sabine, FRC Founders
Corporation, and certain former officers and directors of Legacy Forest.



amended by Dkt. No. 1062] (the “Disclosure Statement Order”) approving the Disclosure
Statement. On May 2, 2016, the Debtors filed final solicitation versions of the April 2016 Plan
(the “Plan”) and the Disclosure Statement [Docket No. 1061]. Shortly thereafter, the Debtors
began solicitation of votes on the Plan.

In early May 2016, the Court ordered the parties to take part in a second round of
mediation (the “Second Mediation”)*® and appointed the Honorable Robert D. Drain (the
“Second Mediator”) as the mediator for the Second Mediation. The parties participating in the
Second Mediation'” were unable to reach a global settlement; on June 7, 2016, the Second
Mediator filed his post-mediation memorandum stating his conclusion that “there is no prospect
of a mediated settlement at this time.”*?

A.  Summary of the Plan and the Settlement Embodied in the Plan®®

The centerpiece of the Plan is a settlement (the “Settlement”) of certain claims and causes
of action that were asserted or could have been asserted by or against the Debtors including, but
not limited to the Bucket Il Claims and the Adequate Protection Claims (as defined below).?
The Debtors submit that they have conducted “a lengthy and thorough analysis of the potential
value of their unencumbered assets” and have concluded that, even in “the best possible scenario

for the unsecured creditors” (i.e., a scenario that (i) ignores risk of loss and assumes a total

victory on each and every Bucket Il Claim and (ii) ignores the substantial costs and delays

16 See Second Order Selecting Mediator and Governing Mediation Procedures [Dkt. No. 1113]. The First
Mediation was officially terminated on May 2, 2016. [Dkt. No. 1057].

o The parties that participated in the Second Mediation included the Debtors; the Committee; the RBL Agent;
the Second Lien Agent; Wilmington Savings Fund Society, FSB, as Indenture Trustee for the 2019 Notes; Delaware
Trust Company, as Indenture Trustee for the 2020 Notes; and the Bank of New York Mellon Trust Company, N.A.
as Indenture Trustee for the 2017 Notes.

18 Dkt. No. 1236.

1 The summary of the Plan terms herein is designed to provide only a high-level summary; the full terms of
the Plan are set forth in the Plan itself and are also described in the Disclosure Statement. See Dkt. No. 1061.

2 The Settlement also includes releases of the Fraudulent Conveyance Claims and the Bad Acts Claims
addressed by the Court’s STN Ruling.



associated with pursuit of the claims),? (a) the collateral diminution suffered by the RBL
Lenders entitles them to all of the value of the Debtors’ unencumbered assets on account of their
adequate protection claims and (b) the adequate protection claims of the Prepetition Secured
Lenders “swamp any recovery” on the Bucket 11 Claims.?

Notwithstanding the entitlements of the Prepetition Secured Lenders, however, pursuant
to the Settlement, unsecured creditors holding allowed claims will receive a recovery under the
Plan. The Plan provides that (i) holders of Allowed RBL Secured Claims (as defined in the Plan)
will receive ninety-three percent (93%) of the New Common Stock in the Reorganized Debtors?®
(the “RBL Equity Pool”);** (ii) holders of Allowed Second Lien Adequate Protection Claims
will receive (a) five percent (5%) of the New Common Stock and (b) one hundred percent
(100%) of the Tranche 1 Warrants® to be issued and outstanding as of the effective date (the
“Second Lien Equity Pool); (iii) holders of Allowed Second Lien Deficiency Claims (Class 4b),
Allowed 2017 Senior Notes Claims (Class 5a), Allowed 2019 Senior Notes Claims (Class 5b),

Allowed 2020 Senior Notes Claims (Class 5c¢), and Allowed General Unsecured Claims (Class

2 Per the Debtors, this amount does not include, among other things, costs incident to any substantial delay in

emerging from chapter 11 and continued uncertainty, as well as opportunity costs and human costs, which cannot be
quantified but which the Debtors believe would be substantial if the Bucket Il Claims were pursued. The Debtors
submit that these additional costs would further reduce any potential value available to unsecured creditors from the
unencumbered assets. See Debtors’ Conf. Br. [Dkt. No. 1219] { 19.
2 Id. at § 20.
2 The “Reorganized Debtors” shall refer to the Debtors on or after the Effective Date of the Plan.
o Because Class 3 (Allowed RBL Secured Claims) voted to accept the Plan, holders of Allowed RBL
Deficiency Claims are conclusively deemed to have waived recoveries (but not the right to vote) under the Plan on
account of the RBL Deficiency Claims or any portion thereof.
2 “Tranche 1 Warrants” are defined in the Plan as
. . . the ten-year warrants issued pursuant to the Plan and the Tranche 1 Warrant Agreement,
which shall be exercisable on a cashless basis at a total enterprise value, calculated as of the
Effective Date, of $1.0 billion less the principal amount outstanding under the Exit Revolver
Credit Facility and the New Second Lien Credit Facility on the Effective Date (in each case
excluding any amounts deemed borrowed and repaid on the Effective Date) plus any Cash
retained by the Reorganized Debtors on the Effective Date, for fifteen percent (15%) of all
shares of New Common Stock (subject to dilution by shares issued in connection with the
Management Incentive Plan).
Plan, Article 1.A.166.
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6) will share pro rata in (x) the remaining two percent (2%) of the New Common Stock and (y)
one hundred percent (100%) of the Tranche 2 Warrants®® to be issued and outstanding as of the
effective date of the Plan (the “Unsecured Equity Pool”). The parties disagree on the
approximate value of the Unsecured Equity Pool to be distributed to Classes 4b, 5a, 5b, 5c, and
6 and, more specifically, on the value of both the Tranche 1 Warrants and the Tranche 2
Warrants.

Additionally, the Plan provides that the Reorganized Debtors on the effective date of the
Plan (the “Effective Date”) will enter into (i) an exit revolver credit facility, which will consist of
a new reserve-based revolving credit facility with $200 million of initial commitments that is
being provided to the Debtors by each of the RBL Lenders on account of its pro rata share of the
Allowed RBL Secured Claims (the “Exit Facility”) and (ii) a new second lien credit facility with
a principal amount of $150 million.

The Plan also provides for the following releases: (i) releases by the Debtors of the
secured lenders, the Committee, and certain other released parties set forth in Article VIII.F of the
Plan (the “Debtor Release™); (ii) a third-party release by holders of claims or interests (who did
not elect on their ballot to opt out of such release) of the Debtors, the Reorganized Debtors, the
Committee, and other released parties as set forth in Article VIII.G of the Plan; and (iii) a

mandatory release by holders of claims or interests (for which parties may not opt out) of the

2 Tranche 2 Warrants are defined in the Plan as

. . . the ten-year warrants issued pursuant to the Plan and the Tranche 2 Warrant Agreement,
which shall be exercisable on a cashless basis at a total enterprise value, calculated as of the
Effective Date, of $1.25 billion less the principal amount outstanding under the Exit Revolver
Credit Facility and the New Second Lien Credit Facility on the Effective Date (in each case
excluding any amounts deemed borrowed and repaid on the Effective Date) plus any Cash
retained by the Reorganized Debtors on the Effective Date, for ten percent (10%) of all shares
of New Common Stock (subject to dilution by shares issued in connection with the
Management Incentive Plan).
Plan, Article 1.A.168. The Tranche 1 Warrants and the Tranche 2 Warrants will be referred to collectively herein as
the “Warrants.”
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“RBL Released Parties,” who are defined in the Plan to include each of the RBL Agent, the RBL
Lenders, and their respective affiliates, equity holders, and professionals as set forth in Article
V111.B of the Plan (the “RBL Release”).’

B. Voting Results

The deadline for all holders of Claims or Interests (each as defined in the Plan) entitled to
vote on the Plan to submit their Ballots was June 3, 2016 at 5:00 p.m. (Eastern Time).
Consistent with Local Bankruptcy Rule 3018-1(a), on June 6, 2016, the Debtors filed the voting
certifications and reports of the Court-appointed Notice and Claims Agent, Prime Clerk LLC
(the “Voting Certification”).?® All classes of claims entitled to vote on the Plan voted to accept
the Plan, with the exception of the three classes of noteholders, who voted to reject: Class 5a

(2017 Senior Notes Claims); Class 5b (2019 Senior Notes Claims); and Class 5¢ (2020 Senior

a Specifically, the Plan defines an “RBL Released Party” to mean

... collectively, (a) the RBL Agent (in its capacity as agent under the Old Sabine RBL and the

RBL Credit Facility Documents); (b) the RBL Lenders in their capacities as “Lenders” “Issuing

Banks” or “Secured Swap Parties” under the RBL Credit Facility Documents, the Old Sabine

RBL and the Old Forest RBL; and (c) such Entity and its affiliates, and such Entity and its

affiliates’ current and former equity Holders (regardless of whether such Interests are held

directly or indirectly), predecessors, successors, and assigns, subsidiaries, and their current and

former officers, directors, managers, principals, members, employees, agents, advisory board

members, financial advisors, partners, attorneys, accountants, investment bankers, consultants,

representatives, and other professionals, each in their capacity as such.
Plan, Article I.A.127.
2 Dkt. No. 1231. As set forth in greater detail in the VVoting Certification, the following classes of claims
entitled to vote on the Plan voted to accept the Plan: (i) Class 3: RBL Secured Claims; (ii) Class 4b: Second Lien
Deficiency Claims; (iii) Class 6a: General Unsecured Claims (Giant Gas Gathering LLC); (iv) Class 6b: General
Unsecured Claims (Sabine Bear Paw Basin LLC); (v) Class 6¢: General Unsecured Claims (Sabine East Texas
Basin LLC); (v) Class 6d: General Unsecured Claims (Sabine Mid-Continent Gathering LLC); (vi) Class 6e:
General Unsecured Claims (Sabine Mid-Continent LLC); (vii) Class 6f: General Unsecured Claims (Sabine Oil &
Gas Corporation); (viii) Class 6g: General Unsecured Claims (Sabine Oil & Gas Finance Corporation); (ix) Class
6h: General Unsecured Claims (Sabine South Texas Gathering LLC); (x) Class 6i: General Unsecured Claims
(Sabine South Texas LLC); (xi) Class 6j: General Unsecured Claims (Sabine Williston Basin LLC); (xii) Class 7b:
Convenience Claims (Sabine East Texas Basin LLC); and (xiii) Class 7e: Convenience Claims (Sabine Oil & Gas
Corporation). As a result of (and as part of) the Settlement, the RBL Lenders and the Second Lien Lenders support
the Plan.
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Notes Claims).?® In total, over 470 creditors voted to accept the Plan, while only 216 creditors
voted to reject the Plan.

C. Objections to the Plan

In addition to the objections related to the assumption of executory contracts or unexpired

% the Debtors received nine® other objections to Confirmation (including the objections

leases,
of the Committee (the “Committee Objection”)* and the Forest Notes Trustees (the “Forest
Objection™)).*

In support of its objection, the Committee submitted (i) three Declarations and Expert
Reports of Christopher J. Kearns;** (ii) three Declarations and Expert Reports of Steven M.

Zelin;® (iii) a Declaration and Expert Report of Adrian A. Reed:*® and (iv) a Declaration of

Anders T.C. Gibson.*

2 The Legacy Forest Notes and the Legacy Sabine Notes appear to be held in large part by a small number of

institutional investors, including Aurelius Capital Partners, LP. See Second Amended Verified Statement of the
Official Committee of Unsecured Creditors of Sabine Oil & Gas Corporation, et al., Pursuant to Bankruptcy Rule
2019, dated May 25, 2016 [Dkt. No. 1159].

% At the Confirmation Hearing, the Debtors informed the Court that the unresolved cure objections are those
filed by BP America Production Company [Dkt. 1208], Energy Transfer Parties [Dkt. No. 1213], Tristate ETX, LLC
[Dkt. No. 1206], and a group of Forest Oil Corporation Retirees [Dkt. No. 1161]. Each of these objections, to the
extent not resolved, will be heard by the Court on a date to be determined.

o See Dkt. Nos. 1067, 1151, 1161, 1162, 1163, 1167, 1168, 1169, and 1170. Other than the Committee
Obijection (which was joined by the Sabine Notes Trustee) and the Forest Objection, all such objections have been
resolved.

% See Dkt. No. 1168.

% See Dkt. No. 1164,

i See Declaration and Expert Report of Christopher J. Kearns in Support of the Objection of the Official
Committee of Unsecured Creditors to Confirmation of the Debtors’ Second Amended Joint Chapter 11 Plan of
Reorganization (“Kearns Initial Report”); Amended Declaration and Expert Report of Christopher J. Kearns in
Support of the Objection of the Official Committee of Unsecured Creditors to Confirmation of the Debtors” Second
Amended Joint Chapter 11 Plan of Reorganization (*Kearns Amended Report™) (Ex. 755); Supplement to Amended
Declaration and Expert Report of Christopher J. Kearns in Support of the Objection of the Official Committee of
Unsecured Creditors to Confirmation of the Debtors’ Second Amended Joint Chapter 11 Plan of Reorganization
(“Kearns Supplemental Report™) (Ex. 756).

® See Declaration and Expert Report of Steven M. Zelin in Support of the Objection of the Official
Committee of Unsecured Creditors to Confirmation of the Debtors’ Second Amended Joint Chapter 11 Plan of
Reorganization (“Zelin Initial Report™) (Ex. 753); Declaration and Supplemental Expert Report of Steven M. Zelin
in Support of the Objection of the Official Committee of Unsecured Creditors to Confirmation of the Debtors’
Second Amended Joint Chapter 11 Plan of Reorganization (*“Zelin Supplemental Report”) (Ex. 754); Declaration
and Supplemental Expert Report of Steven M. Zelin in Support of the Objection of the Official Committee of
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In support of confirmation of the Plan and in response to the objections, the Debtors filed
(i) the Debtors’ (I) Memorandum of Law in Support of Confirmation of Debtors’ Second
Amended Joint Chapter 11 Plan of Reorganization of Sabine Oil & Gas Corporation and Its
Debtor Affiliates and (11) Omnibus Reply to Objections Thereto;® (ii) two Declarations of David
Sambrooks;* (iii) two Declarations of Brandon Aebersold;* (iv) the Declaration of Michael
Magilton;** (v) three Declarations and Expert Reports of Jonathan (Joff) A. Mitchell;** (vi) four

Declarations and Expert Reports of David Cecil;** and (vii) the Voting Certification.*

Unsecured Creditors to Confirmation of the Debtors’ Second Amended Joint Chapter 11 Plan of Reorganization
(“Zelin Second Supplemental Report™) [Dkt. No. 1322-1] (Ex. 758).

See Declaration and Expert Report of Adrian A. Reed in Support of the Objection of the Official
Committee of Unsecured Creditors to Confirmation of the Debtors’ Second Amended Joint Chapter 11 Plan of
Reorganization (“Reed Decl.”) (Ex. No. 757).

3 See Declaration of Anders T.C. Gibson in Support of Committee’s Objection to the Plan of Confirmation
(“Glbson Decl.”) [Dkt. No. 1331].

% See Dkt. No. 1219 (“Debtors’ Conf. Br.”).

% See Declaration of David Sambrooks in Support of Confirmation of the Debtors’ Second Amended Joint
Chapter 11 Plan of Reorganization (“Sambrooks Decl.”) [Dkt. No. 1262]; Declaration and Rebuttal Report of David
Sambrooks in Response to Expert Report of Adrian A. Reed Relating to Debtors’ Second Amended Joint Chapter 11
Plan of Reorganization (“Sambrooks Rebuttal Report”) [Dkt. No. 1225] (Ex. No. 1247).

40 See Declaration of Brandon Aebersold in Support of the Debtors’ Second Amended Joint Chapter 11 Plan
of Reorganization (“Aebersold Decl.”) (Ex. 1245); Declaration and Supplement to the Declaration of Brandon
Aebersold in Support of the Debtors’ Second Amended Joint Chapter 11 Plan of Reorganization (“Aebersold
Supplemental Decl.”) (Ex.1398).

See Declaration of Michael Magilton in Support of the Debtors” Second Amended Joint Chapter 11 Plan of
Reorganization (“Magilton Decl.”) [Dkt. No. 1277].

See Declaration and Expert Report of Jonathan A. Mitchell in Support of the Debtors’ Second Amended
Joint Chapter 11 Plan of Reorganization (“Mitchell Initial Report™) [Dkt. No. 1221] (Ex. 1248); Declaration and
Rebuttal Report of Jonathan A. Mitchell in Support of the Debtors’ Second Amended Joint Chapter 11 Plan of
Reorganization (“Mitchell Rebuttal Report™) [Dkt. No. 1224] (Ex. 1249); Declaration and Supplemental Report of
Jonathan A. Mitchell in Support of the Debtors” Second Amended Joint Chapter 11 Plan of Reorganization
(“Mitchell Supplemental Report™) [Dkt. No. 1323] (Ex. 1400).

4 See Declaration and Expert Report of David Cecil in Support of the Debtors’ Second Amended Joint
Chapter 11 Plan of Reorganization (“Cecil Initial Report™) [Dkt. No. 1220] (Ex. 1246); Declaration and Rebuttal
Report of David Cecil in Response to Expert Reports of the Official Committee of Unsecured Creditors Relating to
Debtors’ Second Amended Joint Chapter 11 Plan of Reorganization (“Cecil Rebuttal Report™) [Dkt. No. 1223] (Ex.
1250); Declaration and Supplement to the Expert Report of David Cecil in Support of the Debtors’ Second
Amended Joint Chapter 11 Plan of Reorganization (“Cecil Supplemental Report”) (Ex. 1399); Declaration and
Second Supplement to the Expert Report of David Cecil in Support of the Debtors’ Second Amended Joint Chapter
11 Plan of Reorganization (“Cecil Second Supplemental Report”) [Dkt. No. 1323] (Ex. 1409).

4 The following were filed in support of the Plan: Brief of Wells Fargo Bank, N.A., as RBL Agent, in (I)
Support of Confirmation of Debtors’ Second Amended Joint Chapter 11 Plan of Sabine Qil & Gas Corporation and
its Debtor Affiliates and (I1) Response to Objections Thereto (“RBL Agent Br.”) [Dkt. No. 1226]; Joinder of
Barclays Bank PLC and Barclays Capital Inc. to Brief of Wells Fargo Bank, N.A., as RBL Agent, in (I) Support of
Confirmation of Debtors’ Second Amended Joint Chapter 11 Plan of Sabine Oil & Gas Corporation and its Debtor
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IV.  Estimates of Adequate Protection Claims and Potential Bucket 11 Claims Recoveries

The principal dispute in these cases centers on the two most significant aspects of the
Settlement: the estimated amount of the Adequate Protection Claims and the estimated
recoveries potentially available to unsecured creditors if the Bucket Il Claims were litigated.
The Committee argues that (i) the Debtors have failed to value the Bucket 1l Claims properly
and, as a result, the Debtors are essentially abandoning the pursuit of claims that would
significantly enhance unencumbered value and (ii) the Settlement rests on a significantly
overstated estimate of the amount of the Adequate Protection Claims.*> The Debtors contend
that the settlement of the Bucket Il Claims is unquestionably reasonable because, even adopting
in large measure the Committee’s view of the value of the Bucket Il Claims, the Adequate
Protection Claims (as calculated by the Debtors) are so large that they will “swamp any recovery
for such claims.”*® The Debtors maintain that even in the best possible scenario for unsecured
creditors (i.e., a scenario that (i) ignores litigation risk and assumes 100 percent chance of
success on the merits on each and every Bucket Il Claim and (ii) ignores litigation costs and
business costs), the collateral diminution suffered by the RBL Lenders entitles them to all of the

value of the Debtors” unencumbered assets on account of the RBL Lenders’ Adequate Protection

Affiliates and (11) Response to Objections Thereto [Dkt. No. 1227]; Statement of the First Reserve Parties in Support
of the Second Amended Joint Chapter 11 Plan of Reorganization of Sabine Oil & Gas Corporation and Its Debtor
Affiliates [Dkt. No. 1230]; Second Lien Agent’s Reply to Official Committee of Unsecured Creditors’ Objection to
Confirmation of the Debtors’ Second Amended Joint Chapter 11 Plan of Reorganization (“Second Lien Agent
Reply”) [Dkt. No. 1229]; Statement of Former Forest Qil Corporation Directors and Officers in Support of
Confirmation of the Second Amended Joint Chapter 11 Plan of Reorganization of Sabine Oil & Gas Corporation and
its Debtor Affiliates [Dkt. No. 1232]; and Statement of Sabine Directors Duane Radtke, David Sambrooks, and John
Yearwood in Support of Confirmation of Debtors’ Second Amended Joint Chapter 11 Plan of Reorganization of
Sabine Oil & Gas Corporation [Dkt. No. 1228].

Committee Obj. 1 7.
46 Debtors’ Conf. Br. { 20.
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Claim (as defined below).*” A discussion of the parties’ positions with respect to the Adequate
Protection Claims and the Bucket Il Claims follows.

A Estimates of the Adequate Protection Claims

Pursuant to the Code, a secured creditor is entitled to adequate protection of its interest in
a debtor’s property to the extent that such interest declines in value during the course of a
bankruptcy case.”® Consistent with the Code’s requirements, in the early stages of these cases,
the Debtors negotiated with the Prepetition Secured Lenders and the Committee to, among other
things, reach agreement as to the Debtors’ use of the Prepetition Secured Lenders’ prepetition
collateral during the course of the bankruptcy case and the form of adequate protection the
lenders would receive from the Debtors.*® One of the forms of adequate protection provided to
the Prepetition Secured Lenders pursuant to the Final Cash Collateral Order is the right to assert
a claim against the Debtors’ property pursuant to section 507(b) of the Code in an amount that is
primarily determined by calculating the “Collateral Diminution,” defined in the Final Cash
Collateral Order as the “amount equal to the decrease in the value of the Prepetition Secured

Lenders’ interest in the Prepetition Collateral®® (including Cash Collateral) from and after

4 Debtors’ Conf. Br. § 27.
8 See 11 U.S.C. § 361 (referring to sections 362, 363, and 364 as providing the basis for a claim for adequate
protection); United States v. Whiting Pools, Inc., 462 U.S. 198, 203-04 (1983).

See Final Order Pursuant to 11 U.S.C. §8 105, 361, 362, 363 and 507, Bankruptcy Rules 2002, 4001 and
9014 and Local Bankruptcy Rule 4001-2 (1) Authorizing Debtors’ Limited Use of Cash Collateral, (I1) Granting
Adequate Protection to the Prepetition Secured Parties, and (111) Modifying the Automatic Stay [Dkt. No. 339] (the
“Final Cash Collateral Order”) 11 3-5; see also Chrysler Credit Corp. v. Ruggiere (In re George Ruggiere Chrysler-
Plymouth, Inc.), 727 F.3d 1017, 1019 (11th Cir. 1984) (describing the balance struck in the Bankruptcy Code
between a debtor’s “compelling need to use ‘cash collateral’ in its effort to rebuild” and a secured creditor’s “valid
concern that free use of secured “property” may result in the dissipation of the estate™); In re M.D. Moody & Sons,
Inc., No. 09-06247 (JAF), 2010 WL 6982486, at *7 (Bankr. M.D. Fla. Mar. 5, 2010) (“The concept of adequate
protection is a fundamental tenet of the equitable balance between a debtor’s right to reorganize and a secured
creditor’s right to protect its interest in collateral during the course of the bankruptcy case.”).
%0 Final Cash Collateral Order { F(i) (defining “Prepetition Collateral” as “the cash and noncash proceeds and
other rights arising from all prepetition collateral (including any cash held by the Debtors that constitutes Cash
Collateral and the setoff rights described in the First Lien Loan Documents, the Swap Agreements (as defined in the
RBL Credit Agreement), or arising by operation of law)[.]”).
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the Petition Date, resulting from the use, sale or lease of the Prepetition Collateral
(including Cash Collateral), or the imposition of the automatic stay.”™

The Settlement among the Debtors and their Prepetition Secured Lenders embodied in the
Plan settles, among others things, the amount of the Adequate Protection Claims. The Debtors
submit that the Collate