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1. INTRODUCTION

1.1 On April 9, 2013, on the application of Poseidon Concepts Corp. ("PCC"), Poseidon

Concepts Ltd. ("PCL"), Poseidon Concepts Limited Partnership ("PCLP") and Poseidon

Concepts Inc. ("PCI") (collectively referred to as "Poseidon" or the "Company"), the Court

of Queen's Bench of Alberta (the "Court") made an order (the "Initial Order") granting

Poseidon protection from its creditors pursuant to the

Arrangement Act

("PwC") was appointed monitor of the Company (the "Monitor").

1.2 Pursuant to the Initial Order, among other things, all creditors are stayed from

commencing or continuing any proceedings against Poseidon until May 9, 2013.

1.3 Subsequently, on May 8, 2013 the Company app

the stay of proceedings to June 28, 2013

1.4 The Monitor has filed

Sixth Report). C

www.pwc.com/car

relating to this CCAA proceeding are available to creditors and other interested parties in

electronic format on the Monitor's website. The Monitor make

website to ensure creditors and interested parties are kept current and to add prescribed

materials as required.

1.5 This is the Monitor's

1.5.1 Inform the Court of the

the Toronto Dominion Bank, agent for

Bank Canada,

Dominion Bank (collectively referred to as the “Lending Syndicate”)

1.5.2 Seek Court approval for an interim distribution

portion of the sales proceeds

the Company’s assets to Rockwater Energy Solutions Inc.

“Rockwater
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On April 9, 2013, on the application of Poseidon Concepts Corp. ("PCC"), Poseidon

Concepts Ltd. ("PCL"), Poseidon Concepts Limited Partnership ("PCLP") and Poseidon

Concepts Inc. ("PCI") (collectively referred to as "Poseidon" or the "Company"), the Court

of Queen's Bench of Alberta (the "Court") made an order (the "Initial Order") granting

Poseidon protection from its creditors pursuant to the Companies' Creditors

Arrangement Act (the "CCAA"). Under the Initial Order, PricewaterhouseCoopers Inc.

as appointed monitor of the Company (the "Monitor").

Pursuant to the Initial Order, among other things, all creditors are stayed from

commencing or continuing any proceedings against Poseidon until May 9, 2013.

Subsequently, on May 8, 2013 the Company applied for and was granted an extension of

the stay of proceedings to June 28, 2013.

The Monitor has filed six reports to date, and issued one unfiled confidential report

. Copies of the filed reports are available from the Monitor’s websit

www.pwc.com/car-poseidon. All prescribed materials filed by Poseidon and the Monitor

relating to this CCAA proceeding are available to creditors and other interested parties in

electronic format on the Monitor's website. The Monitor makes regular upda

website to ensure creditors and interested parties are kept current and to add prescribed

materials as required.

is the Monitor's Eighth Report to the Court. The purpose of this report is to

nform the Court of the Monitor’s review of the security granted by Poseidon to

Toronto Dominion Bank, agent for a syndicate of lenders comprising of

Bank Canada, the Bank of Nova Scotia, National Bank of Canada and

Dominion Bank (collectively referred to as the “Lending Syndicate”)

eek Court approval for an interim distribution to the Lending Syndicate

portion of the sales proceeds currently being held by the Monitor

the Company’s assets to Rockwater Energy Solutions Inc.

“Rockwater Transaction”).

MONITOR'SEIGHTH REPORT TO COURT

On April 9, 2013, on the application of Poseidon Concepts Corp. ("PCC"), Poseidon

Concepts Ltd. ("PCL"), Poseidon Concepts Limited Partnership ("PCLP") and Poseidon

Concepts Inc. ("PCI") (collectively referred to as "Poseidon" or the "Company"), the Court

of Queen's Bench of Alberta (the "Court") made an order (the "Initial Order") granting

Companies' Creditors

(the "CCAA"). Under the Initial Order, PricewaterhouseCoopers Inc.

as appointed monitor of the Company (the "Monitor").

Pursuant to the Initial Order, among other things, all creditors are stayed from

commencing or continuing any proceedings against Poseidon until May 9, 2013.

lied for and was granted an extension of

confidential report (the

available from the Monitor’s website,

. All prescribed materials filed by Poseidon and the Monitor

relating to this CCAA proceeding are available to creditors and other interested parties in

regular updates to the

website to ensure creditors and interested parties are kept current and to add prescribed

The purpose of this report is to:

security granted by Poseidon to

a syndicate of lenders comprising of HSBC

National Bank of Canada and the Toronto

Dominion Bank (collectively referred to as the “Lending Syndicate”); and,

to the Lending Syndicate of a

currently being held by the Monitor from the sale of

the Company’s assets to Rockwater Energy Solutions Inc. (“Rockwater”) (the
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1.6 In addition, the Lending Syndicate is

the cash on hand currently held

provided an analysis in this report of the amount of the cash on hand t

distributed to the Lending Syndicate in an i

such a distribution.

1.7 Unless otherwise stated, all monetary amounts noted herein are expressed in Canadian

dollars. Capitalized terms not otherwise define

application materials, including the Cassidy Affidavit and the Monitor's

date.

2. BACKGROUND

2.1 On June 6, 2013

approving the Rockwater

“Purchase Price”)

Rockwater Transaction

around June 24, 2013.

2.2 Pursuant to these orders,

assets shall vest in the name of Rockwater free and clear of and from all security interests,

claims, liens and

Transaction shall be held in trust by the Monitor and all claims as against the assets

shall attach to the

amounts that were or may have been available immediately prior to the clo

Rockwater Transaction.

2.3 The Monitor notes that a

Rockwater are ow

and heaters, Canadian accounts receivable

property and fixed assets

by the U.S entity

fixed assets and intellectual property

the Adjusted Purchase

which totals approximately $47 million

purchased for approximately

approximately $
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In addition, the Lending Syndicate is also seeking an interim distribution of a

the cash on hand currently held in the Company’s bank accounts.

an analysis in this report of the amount of the cash on hand t

distributed to the Lending Syndicate in an interim distribution should the C

such a distribution.

Unless otherwise stated, all monetary amounts noted herein are expressed in Canadian

dollars. Capitalized terms not otherwise defined herein are as defined in the Company's

application materials, including the Cassidy Affidavit and the Monitor's

, 2013, a Sale Approval and Vesting Order was granted by

Rockwater Transaction with a preliminary price of

“Purchase Price”). Subsequently, on June 18, 2013, the U.S. Court approved the

Transaction and the Monitor currently understands that

, 2013.

to these orders, all of Poseidon’s right title and interest in and to the purchased

assets shall vest in the name of Rockwater free and clear of and from all security interests,

claims, liens and other encumbrances; however, the proceeds from the Rockwater

shall be held in trust by the Monitor and all claims as against the assets

shall attach to the related net proceeds with the same validity, priority and in the same

amounts that were or may have been available immediately prior to the clo

ransaction.

The Monitor notes that a very significant majority of the assets being

Rockwater are owned by Canadian entities (PCC and PCLP), compris

Canadian accounts receivable as well as certain inventory

and fixed assets. The balance of the assets purchased by Rockwater

U.S entity, PCI, and comprise of U.S. accounts receivable and

and intellectual property. The Monitor prepared a preliminary estimate

urchase Price (as hereinafter defined) allocated to PCC,

totals approximately $47 million reflects that the Canadian assets are being

purchased for approximately $43 million and the U.S. assets are being purchased for

$4 million.

MONITOR'S EIGHTH REPORT TO COURT

also seeking an interim distribution of a portion of

. The Monitor has

an analysis in this report of the amount of the cash on hand that could be

nterim distribution should the Court approve

Unless otherwise stated, all monetary amounts noted herein are expressed in Canadian

d herein are as defined in the Company's

application materials, including the Cassidy Affidavit and the Monitor's reports filed to

a Sale Approval and Vesting Order was granted by the Canadian Court

with a preliminary price of $53.2 million (the

rt approved the

that it will close on or

all of Poseidon’s right title and interest in and to the purchased

assets shall vest in the name of Rockwater free and clear of and from all security interests,

from the Rockwater

shall be held in trust by the Monitor and all claims as against the assets sold

net proceeds with the same validity, priority and in the same

amounts that were or may have been available immediately prior to the closing of the

being purchased by

, comprising of all the tanks

certain inventory, intellectual

assets purchased by Rockwater are owned

of U.S. accounts receivable and some miscellaneous

epared a preliminary estimate of

PCC, PCLP and PCI,

Canadian assets are being

and the U.S. assets are being purchased for
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2.4 As noted in paragraph 3

legal counsel in Canada and the U.S. that the security granted by the Company to

Toronto Dominion

in Canada and the U.S. as against the assets of the Company.

2.5 The Lending Syndicate has requested

possible after closing

Lending Syndicate of approximately $79.2 million

2.6 The Monitor notes that there are two sources of funds

can be made from

2.6.1 Net proceeds

and,

2.6.2 Net cash on hand

accounts.

2.7 The Monitor has p

claims that may rank ahead of th

amount that could be

addition, the Monitor has provided for a number of provisions to be held back from the

proceeds. These priority claims and pro

3. REVIEW OF SECURITY O

3.1 As described in the Company’s Originating Application, Poseidon entered into a Credit

Agreement dated June 29, 2012 with the Lending Syndicate which granted security

all of the Company’s assets in Canada and the United States.

3.2 As at April 9, 2013, the date of the commencement of these proceedings, it was estimated

that Poseidon was indebted to the Lending Syndicate in the total amount of $79.5 million.

That number has subsequently been revised to $79.2 million; however, we note that

interest continues to accrue on a daily basis in respect of this outstanding balance.
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noted in paragraph 3 below, the Monitor obtained independent legal opinions from its

legal counsel in Canada and the U.S. that the security granted by the Company to

ion Bank (as agent for the Lending Syndicate) was valid and enforceable

in Canada and the U.S. as against the assets of the Company.

he Lending Syndicate has requested that an interim distribution be made

possible after closing, to be applied against Poseidon’s outstanding

Lending Syndicate of approximately $79.2 million.

The Monitor notes that there are two sources of funds from which

from:

roceeds from the sale of assets to Rockwater – to be

ash on hand from operations – held by the Company in various

accounts.

The Monitor has prepared an analysis which contemplates the various potential priority

claims that may rank ahead of the Lending Syndicate’s security in order to determine

amount that could be paid to the Lending Syndicate in an interim distribution.

addition, the Monitor has provided for a number of provisions to be held back from the

proceeds. These priority claims and provisions are discussed in further detail below.

REVIEW OF SECURITY OF THE LENDING SYNDICATE

As described in the Company’s Originating Application, Poseidon entered into a Credit

Agreement dated June 29, 2012 with the Lending Syndicate which granted security

all of the Company’s assets in Canada and the United States.

As at April 9, 2013, the date of the commencement of these proceedings, it was estimated

that Poseidon was indebted to the Lending Syndicate in the total amount of $79.5 million.

number has subsequently been revised to $79.2 million; however, we note that

interest continues to accrue on a daily basis in respect of this outstanding balance.

MONITOR'S EIGHTH REPORT TO COURT

the Monitor obtained independent legal opinions from its

legal counsel in Canada and the U.S. that the security granted by the Company to the

was valid and enforceable

m distribution be made as soon as

outstanding indebtedness to the

which an interim distribution

to be held by the Monitor;

held by the Company in various of its bank

the various potential priority

Syndicate’s security in order to determine an

in an interim distribution. In

addition, the Monitor has provided for a number of provisions to be held back from the

visions are discussed in further detail below.

ATE

As described in the Company’s Originating Application, Poseidon entered into a Credit

Agreement dated June 29, 2012 with the Lending Syndicate which granted security over

As at April 9, 2013, the date of the commencement of these proceedings, it was estimated

that Poseidon was indebted to the Lending Syndicate in the total amount of $79.5 million.

number has subsequently been revised to $79.2 million; however, we note that

interest continues to accrue on a daily basis in respect of this outstanding balance.
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Canada

3.3 The Monitor obtained copies of the Lending Syndicate’s security documents so that the

Monitor’s independent legal counsel, Bennett Jones LLP (“Bennett Jones”), could

commence a review of the security granted by Poseidon to the Lending Syndicate.

3.4 On May 31, 2013, the Monitor

the security granted to

the Company for the assets located in Canada.

3.5 We attach a copy of this opinion

United States

3.6 In addition to the opinion received above, copies of the Lending Syndicate’s security

documents were also provided to the Monitor’s independent U.S. legal counsel,

Rothgerber Johnson & Lyons LLP

3.7 Upon the advice

the limited purpose of determining, under New York law, the validity of the security

interest of the Lending Syndicate. We are advised by RJL that although PCI (the entity

that conducts operations in the U.S.) is incorporated in Delaware, the U.S. security

documents are governed by the laws of New York.

3.8 On June 7, 2013, the Monitor obtained from S & E,

security granted to

the Company for the assets located in the United States

3.9 We attach a copy of this opinion

4. ADJUSTED PURCHASE PR

4.1 As contemplated in the

made to the original purchase price. These adjustments have

to approximately

following:
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The Monitor obtained copies of the Lending Syndicate’s security documents so that the

Monitor’s independent legal counsel, Bennett Jones LLP (“Bennett Jones”), could

commence a review of the security granted by Poseidon to the Lending Syndicate.

, 2013, the Monitor obtained from Bennett Jones, an opinion to the effect that

the security granted to Lending Syndicate by Poseidon is valid and enfo

the Company for the assets located in Canada.

a copy of this opinion as Appendix A to this report.

In addition to the opinion received above, copies of the Lending Syndicate’s security

documents were also provided to the Monitor’s independent U.S. legal counsel,

Rothgerber Johnson & Lyons LLP (“RJL”).

Upon the advice of RJL, the Monitor retained Spector & Ehrenworth, P.C. (“S & E”)

the limited purpose of determining, under New York law, the validity of the security

interest of the Lending Syndicate. We are advised by RJL that although PCI (the entity

operations in the U.S.) is incorporated in Delaware, the U.S. security

documents are governed by the laws of New York.

On June 7, 2013, the Monitor obtained from S & E, an opinion to the effect that

security granted to the Lending Syndicate by Poseidon is valid and enforceable

for the assets located in the United States.

a copy of this opinion as Appendix B to this report.

ADJUSTED PURCHASE PRICE OF THE ROCKWATER

As contemplated in the Asset Purchase Agreement (“APA”), some adjustments

ginal purchase price. These adjustments have reduced

approximately $47 million (the “Adjusted Purchase Price”) to account for

MONITOR'S EIGHTH REPORT TO COURT

The Monitor obtained copies of the Lending Syndicate’s security documents so that the

Monitor’s independent legal counsel, Bennett Jones LLP (“Bennett Jones”), could

commence a review of the security granted by Poseidon to the Lending Syndicate.

an opinion to the effect that

is valid and enforceable as against

In addition to the opinion received above, copies of the Lending Syndicate’s security

documents were also provided to the Monitor’s independent U.S. legal counsel,

or & Ehrenworth, P.C. (“S & E”) for

the limited purpose of determining, under New York law, the validity of the security

interest of the Lending Syndicate. We are advised by RJL that although PCI (the entity

operations in the U.S.) is incorporated in Delaware, the U.S. security

an opinion to the effect that the

n is valid and enforceable as against

ROCKWATER TRANSACTION

some adjustments have been

reduced the Purchase Price

million (the “Adjusted Purchase Price”) to account for the
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4.1.1 Working capital adjustment

purchased by Rockwater is

collected certain accounts receivable since Rockwater’s offer and, therefore, the

accounts

adjustment to the Purchase Price

4.1.2 SFI of Tennessee, LLC (“SFI”)

with regard to the payment of amounts to SFI for the tanks has not been

finalized

the CCAA proceedings. The Monitor

information from SFI to allow for a full understanding

the tanks SFI manufactured for

agreement being co

scheduled for June 2

reduced by

tanks;

4.1.3 Rugged Tank

unable to come to an agreement on the amount Rugged should be paid to release

the tanks in

any further. Accordingly, the

$616,125, the amount of the purchase price allocated to the Rugged tanks.

Rugged has schedule

its rights with regard to the tanks in its possession; an

4.1.4 Edson real estate

the Rockwater T

purchase the Edson

25, 2013

original
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Working capital adjustment - the amount of accounts receivable proposed to b

purchased by Rockwater is reduced by approximately $2.

collected certain accounts receivable since Rockwater’s offer and, therefore, the

accounts receivable purchased by Rockwater is reduced with a corresponding

adjustment to the Purchase Price;

of Tennessee, LLC (“SFI”) Tanks – an agreement between SFI and Poseidon

with regard to the payment of amounts to SFI for the tanks has not been

finalized. The Monitor notes that SFI may have sold a number of tanks during

the CCAA proceedings. The Monitor’s counsel has requested additional

information from SFI to allow for a full understanding of

the tanks SFI manufactured for Poseidon. The Monitor does not anticipate th

agreement being completed prior to the Rockwater Transaction closing

ed for June 24, 2013. Accordingly, the original purchase price

reduced by $1,372,875, the amount of the purchase price allocated to the SFI

Rugged Tanks and Fabricating (“Rugged”) Tanks – Rugged and Poseidon were

unable to come to an agreement on the amount Rugged should be paid to release

the tanks in its possession and Rockwater has decided not to pursue the matter

any further. Accordingly, the original purchase price has been

$616,125, the amount of the purchase price allocated to the Rugged tanks.

Rugged has scheduled an application in this Court on June 25, 2013 to determine

its rights with regard to the tanks in its possession; and,

real estate – Rockwater advises it will not be in a position by the closing

Rockwater Transaction to determine whether it will exercise its option to

purchase the Edson real estate. Pursuant to the APA, Rockwater has

25, 2013 to exercise its option to purchase the Edson property. Accordingly, the

original purchase price has been reduced by $1.85 million.

MONITOR'S EIGHTH REPORT TO COURT

amount of accounts receivable proposed to be

reduced by approximately $2.1 million. Poseidon has

collected certain accounts receivable since Rockwater’s offer and, therefore, the

with a corresponding

n agreement between SFI and Poseidon

with regard to the payment of amounts to SFI for the tanks has not been

sold a number of tanks during

has requested additional

of what has happened to

he Monitor does not anticipate this

ransaction closing, which is

purchase price has been

$1,372,875, the amount of the purchase price allocated to the SFI

Rugged and Poseidon were

unable to come to an agreement on the amount Rugged should be paid to release

possession and Rockwater has decided not to pursue the matter

has been reduced by

$616,125, the amount of the purchase price allocated to the Rugged tanks.

an application in this Court on June 25, 2013 to determine

Rockwater advises it will not be in a position by the closing of

to determine whether it will exercise its option to

, Rockwater has until June

exercise its option to purchase the Edson property. Accordingly, the

reduced by $1.85 million.
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4.2 Set out below is a summary of the Adjusted Purchase Price

5. REVIEW OF POTENTIAL
THE LENDING SYNDICATE’S

5.1 In determining an appropriate interim distribution to the Lending Syndicate, the Monitor

has taken reasonable steps to ensure that sufficient funds are reserved to satisfy all claims

that may rank in priority to the Lending Syndicate.

out the Monitor’s comments in respect of

CCAA Court Ordered Priority

5.2 The Initial Order authorized a number of charges (t

property of the Company. The validity and priority of

paragraph 43 of the Initial Order

Initial Order):

5.2.1 Administration Charge (to the maximum amount of $1,000,000);

5.2.2 Directors’ Charge (to a maximum amount of $1,000,000); an

5.2.3 Interim Lender’s Charge

5.3 The Monitor is of the view that it is highly unlikely that

made, as:

5.3.1 All professional accounts have been

(Administration Charge);

Purchase Price

Less: Working Capital adjustment

Less: SFI Tanks - Excluded

Less: Rugged Tanks - Excluded

Less: Edson Real Estate - Excluded

Adjusted Purchase Price
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Set out below is a summary of the Adjusted Purchase Price calculation

REVIEW OF POTENTIAL PRIORITY CHARGES RANKING AHEAD
LENDING SYNDICATE’S SECURITY

In determining an appropriate interim distribution to the Lending Syndicate, the Monitor

has taken reasonable steps to ensure that sufficient funds are reserved to satisfy all claims

that may rank in priority to the Lending Syndicate. Paragraphs 5 and 6 o

the Monitor’s comments in respect of these priority claims.

Court Ordered Priority Charges

Order authorized a number of charges (the “CCAA Charges”) against the

roperty of the Company. The validity and priority of the CCAA Ch

of the Initial Order as follows in descending priority (al

Administration Charge (to the maximum amount of $1,000,000);

Directors’ Charge (to a maximum amount of $1,000,000); an

Interim Lender’s Charge.

The Monitor is of the view that it is highly unlikely that claims under these

ll professional accounts have been paid or have been provide

(Administration Charge);

Purchase Price

Working Capital adjustment

SFI Tanks - Excluded

Rugged Tanks - Excluded

Edson Real Estate - Excluded

Adjusted Purchase Price

MONITOR'S EIGHTH REPORT TO COURT

calculation.

KING AHEAD OF

In determining an appropriate interim distribution to the Lending Syndicate, the Monitor

has taken reasonable steps to ensure that sufficient funds are reserved to satisfy all claims

Paragraphs 5 and 6 of this report set

he “CCAA Charges”) against the

the CCAA Charges is set out at

as follows in descending priority (all as defined in the

Administration Charge (to the maximum amount of $1,000,000);

Directors’ Charge (to a maximum amount of $1,000,000); and,

claims under these charges will be

or have been provided for below

$ 000's

53,200

(2,108)

(1,37 3)

(616)

(1,850)

47 ,253
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5.3.2 All post-

course or are provided for below and

Charge);

5.3.3 Payments in respect of the K

made to former employees

KERP (Directors’ Charge); and,

5.3.4 The Interim Financing will

Rockwater

5.4 Although these Court ordered charges are unlikely to be

provided for them in calculating the proposed interim distribution

Wellsite Liens

5.5 In Canada, suppliers who provide tank set up and tear down services on

contracted and paid directly by Poseidon

are contracted and

as against wellsites where these services were provided (“Wellsite Liens”). As such

incurrence of Wellsite

5.6 The Monitor understands that a number of liens were

certain customer wellsites

$100,000, but the

5.7 Pursuant to the Sale Approval and Vesting Order

valid lien holders

Rockwater Transaction

5.8 The Monitor notes that the Company’s

$2.4 million of pre

5.9 For interim distribution

lienable amounts
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-filing wages, payroll taxes and sales taxes have been paid

or are provided for below and there are no amounts o

Charge);

ayments in respect of the Key Employee Retention Plan (“KERP”)

to former employees or have been provided for below

(Directors’ Charge); and,

he Interim Financing will be repaid in full on or before the closing of the sale to

Rockwater (Interim Lender’s Charge).

Although these Court ordered charges are unlikely to be utilized, the Monitor has

provided for them in calculating the proposed interim distribution

In Canada, suppliers who provide tank set up and tear down services on

paid directly by Poseidon’s customers; however, in the U.S

contracted and paid for by Poseidon. Certain of these suppliers may have lien rights

as against wellsites where these services were provided (“Wellsite Liens”). As such

ellsite Liens is generally limited to the U.S. operations.

understands that a number of liens were recently filed

customer wellsites. The total value of these liens as filed is approximately

he Monitor has not yet made an assessment of the valid

Sale Approval and Vesting Order granted on June 6

lien holders will attach to the net proceeds realized from the liened assets sold in

Transaction.

The Monitor notes that the Company’s books and records for PCI (the U.S. entity) reflect

pre-filing amounts outstanding that may be lienable

distribution purposes, the Monitor has reserved 150%

amounts as per the Company’s books and records.

MONITOR'S EIGHTH REPORT TO COURT

have been paid in the normal

there are no amounts overdue (Directors’

lan (“KERP”) have been

provided for below in respect of the New

on or before the closing of the sale to

, the Monitor has

provided for them in calculating the proposed interim distribution from cash on hand.

In Canada, suppliers who provide tank set up and tear down services on wellsites are

’s customers; however, in the U.S these services

Certain of these suppliers may have lien rights

as against wellsites where these services were provided (“Wellsite Liens”). As such, the

U.S. operations.

filed in the U.S. against

s as filed is approximately

made an assessment of the validity of same.

on June 6, 2013, the claims of

realized from the liened assets sold in the

for PCI (the U.S. entity) reflect

able.

150% of the full potential
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Possessory Liens

5.10 The Monitor understands that

certain tanks, heaters and miscellaneous

liens for pre-filing amounts due

approximately $1.9

hold approximately 130

by SFI and Rugged, which are not being purchased by Rockwater, as noted above.

However, included in this amount is $525,000 claimed by King Oilfield Services LLP

which was directed to be withheld by the U.S. Bankruptcy Court.

5.11 The Monitor has not made an assessm

liens.

5.12 For purposes of making an interim

potential possessory

6. OTHER AMOUNTS PAYABL

Ernst & Young Orenda

6.1 On April 9, 2013, the Company engaged EYO to act as Financial Advisor to Poseidon for

the purposes of the Solicitation Process

Process were approved by the Court when it granted the Initial Order on April 9, 2013.

6.2 The EYO engagement letter contemplated the following

of the sale of Poseidon’s assets

6.2.1 3% of the Transaction Value, defined as cash cons

interim financing utilized

6.2.2 $25,000

6.3 The Monitor estimates the Transaction Fee to range between $1.

million, dependant on

assets and accounts receivable quantification.
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understands that a number of suppliers, who are currently in possession of

ertain tanks, heaters and miscellaneous inventory, may potentially claim

filing amounts due. The total amount owing to these suppliers

approximately $1.9 million (as per the Company’s books and records)

approximately 130 tanks and heaters. These amounts exclude tanks currently held

and Rugged, which are not being purchased by Rockwater, as noted above.

ncluded in this amount is $525,000 claimed by King Oilfield Services LLP

directed to be withheld by the U.S. Bankruptcy Court.

has not made an assessment of the validity of these potential

For purposes of making an interim distribution, the Monitor has

possessory lienable amounts as per the Company’s books and records

OTHER AMOUNTS PAYABLE FROM THE SALES PROCEEDS

Ernst & Young Orenda Corporate Finance Inc. (“EYO”) Transaction Fee

, 2013, the Company engaged EYO to act as Financial Advisor to Poseidon for

the purposes of the Solicitation Process. The engagement of EYO and the Solicitation

approved by the Court when it granted the Initial Order on April 9, 2013.

The EYO engagement letter contemplated the following fees payable to EYO

of the sale of Poseidon’s assets:

3% of the Transaction Value, defined as cash consideration received net of any

interim financing utilized and subject to a number of other adjustments

$25,000 monthly progress fee, to be credited against the Transaction Fee.

The Monitor estimates the Transaction Fee to range between $1.2

dependant on certain post closing adjustments pertaining to the verification of

assets and accounts receivable quantification.

MONITOR'S EIGHTH REPORT TO COURT

are currently in possession of

may potentially claim possessory

amount owing to these suppliers is

the Company’s books and records), and they currently

These amounts exclude tanks currently held

and Rugged, which are not being purchased by Rockwater, as noted above.

ncluded in this amount is $525,000 claimed by King Oilfield Services LLP

potential possessory

has reserved 150% of the full

books and records.

SALES PROCEEDS

Transaction Fee

, 2013, the Company engaged EYO to act as Financial Advisor to Poseidon for

. The engagement of EYO and the Solicitation

approved by the Court when it granted the Initial Order on April 9, 2013.

fees payable to EYO in the event

ideration received net of any

and subject to a number of other adjustments; and,

progress fee, to be credited against the Transaction Fee.

2 million to $1.35

certain post closing adjustments pertaining to the verification of
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6.4 The Monitor has provided for the

calculation of funds

Solicitation Process Incentive Pool Payable to

Management

6.5 Pursuant to the Initia

“New KERP”). The New KERP is comprised of

of U.S. accounts receivable, sale of surplus asset

through the Solicitation Process

between the employees and Total Wa

the eligible employees and two

6.6 In addition, there are certain payments due under the Old KERP for the remaining

eligible employees of Poseidon.

6.7 The Monitor estimates the

6.7.1 Old KERP

6.7.2 New KERP incentive pool for post

approximately $540,000

6.7.3 New KERP incentive pool for

$1.65 million

subject to certain post closing adjustments pertaining to the verification of assets

and accounts receivable quantif

6.8 The Monitor has provided for

available for interim distribution

7. PROPOSED INTERIM DIS
SALES PROCEEDS

7.1 Based on the foregoing estimates, t

from the Rockwater sales proceeds

“Interim Distribution”), subject to approval of this Court.
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The Monitor has provided for the highest estimated EYO Transaction Fee

calculation of funds available for an interim distribution.

Process Incentive Pool Payable to Poseidon Employees

Pursuant to the Initial Order, the Court approved a new key employee

The New KERP is comprised of an incentive pool based on the collection

of U.S. accounts receivable, sale of surplus assets and the results of the sale of assets

through the Solicitation Process (the “Incentive Pool”). The Incentive Pool is to be split

between the employees and Total Water Management (“TWM”), with one

the eligible employees and two-thirds paid to TWM.

In addition, there are certain payments due under the Old KERP for the remaining

eligible employees of Poseidon.

The Monitor estimates the amount payable under these plans as follows:

Old KERP – approximately $160,000 (payable out of cash on hand);

New KERP incentive pool for post-filing U.S. accounts receivable collections

approximately $540,000 (payable out of cash on hand); and

New KERP incentive pool for the sale of assets to Rockwater

million (payable from the Rockwater Transaction sales proceeds) and

subject to certain post closing adjustments pertaining to the verification of assets

and accounts receivable quantification.

or has provided for these estimated payments in its calculation of funds

available for interim distribution purposes.

PROPOSED INTERIM DISTRIBUTION FROM THE ROCKWATER
SALES PROCEEDS

Based on the foregoing estimates, the Monitor proposes to make an

from the Rockwater sales proceeds of $27.4 million of the Adjusted Purchase Price (the

“Interim Distribution”), subject to approval of this Court.

MONITOR'S EIGHTH REPORT TO COURT

estimated EYO Transaction Fee in its

Poseidon Employees and Total Water

mployee retention plan (the

incentive pool based on the collection

the results of the sale of assets

The Incentive Pool is to be split

ter Management (“TWM”), with one-third paid to

In addition, there are certain payments due under the Old KERP for the remaining

as follows:

approximately $160,000 (payable out of cash on hand);

receivable collections –

and

the sale of assets to Rockwater – approximately

sales proceeds) and

subject to certain post closing adjustments pertaining to the verification of assets

in its calculation of funds

ROCKWATER

he Monitor proposes to make an interim distribution

million of the Adjusted Purchase Price (the
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7.2 For Interim Distribution

made against the

Syndicate. To summarize, the

7.2.1 To withhold $9.4 million of the Adjusted

holdback

7.2.2 To withhold $

the potential

7.2.3 To withhold $

of the potential possessory lien claimants who are currently holding Poseidon

tanks and heaters being purchased by Rockwater;

7.2.4 By providing for 150% of the potential

the Monitor notes that this additional amount would be

the pre-filing

Company’s accounts payable listing;

7.2.5 To withhold $

estimated maximum Transaction Fe

7.2.6 To withhold $1.65 million

estimated

Poseidon

7.2.7 To withhold

Locations”

7.3 Set out below is a summary of the amounts the

Rockwater sales p
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For Interim Distribution purposes, the Monitor has estimated the claims

ade against the assets of the Company ranking ahead of the security of the Lending

To summarize, the Monitor proposes the following:

To withhold $9.4 million of the Adjusted Purchase Price,

holdback required by paragraph 4.1 (j) of the APA;

To withhold $3.6 million of the Adjusted Purchase Price as a

otential Wellsite Liens in the U.S;

To withhold $2.85 million of the Adjusted Purchase Price as a provision

potential possessory lien claimants who are currently holding Poseidon

tanks and heaters being purchased by Rockwater;

By providing for 150% of the potential U.S. wellsite and possessory liens claims

he Monitor notes that this additional amount would be significantly in excess of

filing amount due to the Company’s U.S. trade creditors

Company’s accounts payable listing;

To withhold $1.35 million of the Adjusted Purchase Price as a provision for

estimated maximum Transaction Fee payable to EYO;

To withhold $1.65 million of the Adjusted Purchase Price as a provision for

estimated amounts payable under the New KERP Incentive

Poseidon employees and TWM; and,

To withhold $1 million of the Adjusted Purchase Price to

Locations” provision contemplated in paragraph 4.1 (f) of the APA.

Set out below is a summary of the amounts the Monitor proposes to withhold from the

Rockwater sales proceeds.

MONITOR'S EIGHTH REPORT TO COURT

the claims which may be

ranking ahead of the security of the Lending

to account for the 20%

Purchase Price as a provision of 150% of

Purchase Price as a provision of 150%

potential possessory lien claimants who are currently holding Poseidon

and possessory liens claims,

significantly in excess of

amount due to the Company’s U.S. trade creditors, as shown in the

Purchase Price as a provision for the

Purchase Price as a provision for

ncentive Pool payable to

to account for the “Safe

contemplated in paragraph 4.1 (f) of the APA.

proposes to withhold from the
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7.4 The Monitor is o

distribution from the

need to be reserved for

secured against the Sales Proceeds.

8. PROPOSED INTERIM D

8.1 As noted above, the

the cash on hand

Distribution”).

8.2 We are advised that the Company is

Cash Interim Distribution.

8.3 The Monitor advises that the Company ha

$14.35 million as at June 16

Distribution Amount

8.3.1 To withhold $2

outstanding

8.3.2 To withhold $0.7 million

the Old KERP and inc

receivable collections;

Adjusted Purchase Price

Less: Required 20% holdback of Adjusted Purchase Price as per APA

Less: Potential Well Site Liens

Less: Potential Possessory Liens

Less: EY O Transaction Fee

Less: New KERP - Incentiv e Pool on sales proceeds

Less: Provision in APA relating to Safe Locations

Av ailable for Interim Distribution

(1 ) calculated as 1 50% of total amount owing per the Com pany 's books and records
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is of the view that $27.4 million is an appropriate amount for an interim

from the Adjusted Purchase Price having regard to the total amounts which

eserved for potential Wellsite and possessory liens, and

red against the Sales Proceeds.

PROPOSED INTERIM DISTRIBUTION FROM CASH ON HAND

As noted above, the Lending Syndicate has also requested an interim distribution from

on hand currently held in the Company’s bank accounts

We are advised that the Company is supportive of the Lending Syndicate’s request for

Cash Interim Distribution.

The Monitor advises that the Company had a net cash balance on hand of approximately

$14.35 million as at June 16, 2013. For purposes of calculating the Cash Interim

tion Amount, the Monitor proposes the following:

To withhold $2,873,000 of the cash on hand for the repayment of the

outstanding Interim Financing balance;

To withhold $0.7 million of the cash on hand as a provision for

the Old KERP and incentive payments due in respect of post

receivable collections;

Adjusted Purchase Price

Required 20% holdback of Adjusted Purchase Price as per APA

Potential Well Site Liens (1 )

Potential Possessory Liens (1 )

EY O Transaction Fee

New KERP - Incentiv e Pool on sales proceeds

Provision in APA relating to Safe Locations

Av ailable for Interim Distribution

(1 ) calculated as 1 50% of total amount owing per the Com pany 's books and records

MONITOR'S EIGHTH REPORT TO COURT

amount for an interim

having regard to the total amounts which

liens, and other payments

H ON HAND

Lending Syndicate has also requested an interim distribution from

(the “Cash Interim

Lending Syndicate’s request for the

e on hand of approximately

For purposes of calculating the Cash Interim

of the cash on hand for the repayment of the

as a provision for the payment of

entive payments due in respect of post-filing U.S. accounts

$ 000's

47 ,253

(9,400)

(3,600)

(2,850)

(1 ,350)

(1 ,650)

(1 ,000) (19,850)

27 ,403

(1 ) calculated as 1 50% of total amount owing per the Com pany 's books and records
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8.3.3 To withhold $1 million of the cash on hand

post-filing trade accounts payable;

8.3.4 To withhold $3.7 million of the cash on hand

administrative

8.3.5 That the

in the Initial

priority of the

8.3.6 To withhold $1 million of the cash on hand

Charge;

8.3.7 To withhold $1 million of the cash on hand as a provision

Charge.

8.4 Set out below is a summary of t

cash on hand.

8.5 The Monitor is o

Interim Distribution

amounts which need

provisions are built in to the schedule to account for

Cash on Hand as at June 16, 2013

Less: Repay ment of Interim Financing

Less: Old KERP and Post-Filing AR Collection Incentive Pay ments

Less: Estimated outstanding post-fling accounts pay ableEstimated Outstanding Post-Filing Accounts Pay able

Less: Operating Costs, Professional Fees, and General Provision

Less: Administration Charge

Less: Directors' Charge

Less: Interim Financing Charge

Available for Interim Distribution
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To withhold $1 million of the cash on hand as a provision for

filing trade accounts payable;

To withhold $3.7 million of the cash on hand for the remain

administrative costs, professional fees and as a general provision;

he Company pay the fees of the Lending Syndicate,

nitial Order, because of the Monitor’s conclusion with respect to the

priority of the Lending Syndicate’s security;

o withhold $1 million of the cash on hand as a provision

and,

To withhold $1 million of the cash on hand as a provision

Set out below is a summary of the amounts the Monitor proposes

is of the view that $4.0 million is an appropriate amount for

Interim Distribution to be paid to the Lending Syndicate having regard to the total

amounts which need to be reserved for. Further, the Monitor notes that significant

provisions are built in to the schedule to account for outstanding liabilities

Cash on Hand as at June 16, 2013

Repay ment of Interim Financing

Old KERP and Post-Filing AR Collection Incentive Pay ments

Estimated Outstanding Post-Filing Accounts Pay able

Operating Costs, Professional Fees, and General Provision

Administration Charge

Directors' Charge

Interim Financing Charge

Available for Interim Distribution

MONITOR'S EIGHTH REPORT TO COURT

as a provision for the payment of

the remaining operating and

as a general provision;

, that were not included

with respect to the

as a provision for the Administration

To withhold $1 million of the cash on hand as a provision for the Directors’

proposes to withhold from the

amount for the Cash

having regard to the total

. Further, the Monitor notes that significant

outstanding liabilities.

$ 000's

14,354

(2,87 3)

Old KERP and Post-Filing AR Collection Incentive Pay ments (7 00)

(1 ,000)

Operating Costs, Professional Fees, and General Provision (3,7 00)

(1 ,000)

(1 ,000)

-

4,081
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9. CONCLUSION

9.1 The schedules above

funds to adequately protect any potential claims as against the

to funds already otherwise reserved for potential

post-closing amounts due to

9.2 Based on the opinions issued by the Monitor’s independent counsel in Canada and the

United States, the Lending Syndicate has a

Company ranking in priority to all other creditors with the

following:

9.2.1 Creditors claiming valid possessory liens;

9.2.2 Creditors who have filed valid

or state laws in the relevant jurisdictions; and,

9.2.3 Deemed trust claims of various government agencies (

remittances etc

9.3 The Monitor notes that Canada Revenue Agency has recently conducted a payroll audit

and advises that no amounts are outstanding in respect of payroll remittances. With

respect to other potential priority creditors, the Monitor

potential claims when considering the appropriate amount of an interim distribution to

the Lending Syndicate.

9.4 The Monitor respectfully requests t

Interim Distribution

million from the Available Net Sales Proceeds

Distribution.
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The schedules above illustrate that the Monitor and/or Poseidon

tely protect any potential claims as against the CCAA Charges, in addition

eady otherwise reserved for potential Wellsite and possessory liens and

closing amounts due to various stakeholders as well as post-

Based on the opinions issued by the Monitor’s independent counsel in Canada and the

United States, the Lending Syndicate has a secured claim over all the assets of the

Company ranking in priority to all other creditors with the potential

Creditors claiming valid possessory liens;

Creditors who have filed valid Wellsite Lien claims in accordance with provincial

or state laws in the relevant jurisdictions; and,

Deemed trust claims of various government agencies (i.e.

remittances etc.).

The Monitor notes that Canada Revenue Agency has recently conducted a payroll audit

and advises that no amounts are outstanding in respect of payroll remittances. With

respect to other potential priority creditors, the Monitor has fully provided for any

potential claims when considering the appropriate amount of an interim distribution to

the Lending Syndicate.

respectfully requests the Court approve the Monitor

Interim Distribution to the Lending Syndicate of $31.4 million, comprised

the Available Net Sales Proceeds and the $4 million

MONITOR'S EIGHTH REPORT TO COURT

will hold sufficient

CCAA Charges, in addition

and possessory liens and other

-filing suppliers.

Based on the opinions issued by the Monitor’s independent counsel in Canada and the

claim over all the assets of the

potential exception of the

ien claims in accordance with provincial

i.e. outstanding payroll tax

The Monitor notes that Canada Revenue Agency has recently conducted a payroll audit

and advises that no amounts are outstanding in respect of payroll remittances. With

has fully provided for any

potential claims when considering the appropriate amount of an interim distribution to

Monitor’s request to make an

million, comprised of $27.4

$4 million Cash Interim
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This report is respectfully submitted this

PricewaterhouseCoopers Inc

Court Appointed Monitor of

Poseidon Concepts Corp. et al

Clinton L. T. Roberts, CIRP

Senior Vice President
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This report is respectfully submitted this 20th day of June, 2013.

PricewaterhouseCoopers Inc.

Monitor of

Poseidon Concepts Corp. et al

Sean E. Fleming, CIRP

Vice President

MONITOR'S EIGHTH REPORT TO COURT
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30 Columbia Turnpike, Ste 202, Florham Park, New Jersey 07932-2261   973.593.4800 Fax: 973.593.4848
www.selawfirm.com writer's email: dgoldstein@selawfirm.com

June 7, 2013 E-MAIL & FEDEX NO. 7999 5168 3025

Clinton L.T. Roberts
PricewaterhouseCoopers/Alberta Deals Leader
111-5th Avenue SW, Suite 3100 
Calgary, AB Canada T2P 5L3

Re: The Guarantor Security Agreement dated June 2012, by Poseidon Concepts Inc., a Delaware
Corporation and Poseidon Concepts Limited Partnership, an Alberta limited partnership, in
favor of The Toronto-Dominion Bank, as Administration Agent
Our File Number: P213.0001.001

Dear Mr. Roberts:

Upon the request of Mr. Brent Cohen, a Partner with Rothgerber Johnson & Lyons LLP, my firm has acted as legal
counsel to PricewaterhouseCoopers, Inc. (“PwC”), the Court-appointed Monitor of Poseidon Concepts Corp. (the
“Borrower”), for the limited purpose of determining, under New York law, based on our review of certain
documents provided to us, the validity of the security interest of The Toronto-Dominion Bank (“TD Bank”) in assets
of Poseidon Concepts Inc., a Delaware Corporation (“PCI”).

For the purposes of this opinion, we were provided with and have reviewed the documents identified on Schedule
1 hereto (collectively, the “Loan Documents”), which Mr. Cohen advised us constitute all the documents that we
need to review for this opinion. In addition, Mr. Cohen informed us that, for purposes of this opinion letter, we may
disregard the validity of security interests in real property, and we maydisregard financing statements that were filed
or recorded in states outside Delaware.  We assume that Mr. Cohen’s directives reflect your requests and
specifications for this opinion, and we limit our opinion accordingly.

We have made such other inquiries and examined such other documents as we have considered appropriate for the
purpose of rendering the opinions set forth below. We have assumed the genuineness of all signatures, the
authenticity of all items submitted to us as originals, and the conformity with originals of all items submitted to us
as copies.

For the purposes of this opinion, we have examined the following:

1. The Loan Documents (as defined above and identified on Schedule 1 hereto); and

2. A search report provide to us by Capitol Services, Inc. and reviewed by us for the purpose
of this opinion letter, the results of which are set forth on Schedule 2 hereto (the “Search
Report”).

We have also considered such questions of law as we have deemed necessary and appropriate as a basis for
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providing the opinions expressed herein.

According to the Loan Documents as they pertain to the security interest that PCI granted to TD Bank, to secure the
Secured Obligations, as that term is defined in the Guarantor Security Agreement purportedly executed by or on
behalf of PCI, Poseidon Concepts Limited Partnership and TD Bank (the “Security Agreement”), PCI granted to
TD Bank a security interest (the “Security Interest”) in all of the right, title and interest in and to any and all property
and interests in property of PCI, whether now owned or existing or hereafter created, acquired or arising and
wherever located, including all of the following properties and interests in properties, whether now owned or
hereafter created, acquired or arising, as those terms are used therein (collectively, the “Collateral”):

(a) all Accounts;

(b) all Chattel Paper;

(c) all Commercial Tort Claims;

(d) all Deposit Accounts, all cash, and other property deposited therein or otherwise
credited thereto from time to time and other monies, and property in the possession
or under the control of the Secured Party;

(e) all Documents;

(f) all General Intangibles;

(g) all Goods, including without limitation any and all Inventory, any and all
Equipment and any and all Fixtures;

(h) all Instruments;

(i) all Investment Property;

(j) all Letter-of-Credit Rights;

(k) all Supporting Obligations;

(1) any and all other personal property and interests in property whether or not
subject to the UCC;

(m) any and all books and records, in whatever form or medium, that at any time
evidence or contain information relating to any of the foregoing properties or
interests in properties or are otherwise necessary or helpful in the collection thereof
or realization thereon;

(n) all Accessions and additions to, and substitutions and replacements of, any and
all of the foregoing; and
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(o) all Proceeds and products of the foregoing, and all insurance pertaining to the
foregoing and proceeds thereof.

Based upon our examination of the Loan Documents and the Search Report, but subject to the qualifications,
limitations and exceptions specified herein, we are of the opinion that, under New York law:

1. The Security Agreement constitutes a legal, valid and binding obligation of PCI enforceable
by TD Bank against PCI in accordance with the Security Agreement’s terms. 

2. TD Bank has a legal, valid and binding security interest in the Collateral, except as to (i)
commercial tort claims, (ii) in a consumer transaction, consumer goods, a security
entitlement, a securities account, or a commodity account, and (iii) any personal property or
interest therein not otherwise identified by the Security Agreement by type of collateral.

3. Based on a financing statement recorded with the Department of State of the State of
Delaware (the “Delaware Financing Statement”), the State in which, according to PwC, PCI
was formed as a corporation and, in accordance with 6 Del. C. § 9-501(a)(2), and subject to
the foregoing paragraph no. 2 regarding the scope of the Security Interest, and to the extent
that the perfection, the effect of perfection or non-perfection, and the priority of a security
interest in the Collateral is governed by the law of the State of Delaware, TD Bank has a
perfected security interest in the Collateral throughout the United States of America.

Our opinion is subject to the following qualifications, limitations and exceptions:

1. We do not have sufficient information and cannot express an opinion as to:

a. The value of any claim;

b. The time in which a claim or security interest may be enforced or relief obtained;

c. The timely recording of any instruments necessary to perfect a security interest, or the proper
and timely indexing of such instrument or security interest;

d. The validity of a security interest in any real property or fixtures;

e. The validity of a security interest that relies on the filing or recording of a financing
statement in a state outside Delaware;

f. Whether all or part of the Collateral was or has been in the possession or under the control
of a secured party or any person or entity;

g. Whether an event, circumstance or condition has occurred or arisen that permits the
enforcement or exercise of the Security Interest;

h. The priority or ranking of the Security Interest, or whether the Security Interest has priority
over any other security interest, lien, claim or right;
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i. The occurrence or impact, if any, of any illegal, improper or other conduct by any person or
entity, including, without limitation, the invalidation or subordination of anysecurity interest;

j. The occurrence or timeliness of any notice, presentment, demand, protest or other formality
required of any person or entity;

k. The failure or non-occurrence of any consideration or condition precedent;

l. The satisfaction, performance or observance of any of the terms, conditions, provisions,
covenants or agreements contained in the Loan Documents;

m. The existence, occurrence or impact of any breach, event of default, release, statement
against interest, party admission, forgery, fraud, misrepresentation, error or omission;

n. The truth or accuracy of any warranty or representation made by any party;

o. The rights and obligations of the individual “Lenders” and “Hedge Lenders,” as those terms
are defined in the Credit Agreement among Poseidon Concepts Corp., as Borrower, and The
Toronto-Dominion Bank, et al., dated as of June 29, 2012 (the “Credit Agreement”), as
between each other or any third party;

p. Whether a security interest may be avoidable under Sections 547, 548, 549 or 550 of Title
11 of the U.S. Code;

q. Any tax matters;

r. Statutes of limitation; or

s. Enforcement of provisions of the Loan Documents that do not specifically and expressly
pertain to a security interest.

2. In rendering our opinion, we relied on the assumptions set forth in this letter and the following 
assumptions, the accuracy of which we have no knowledge or information and should be
independently verified before you rely on our opinion, and we qualify our opinion with respect to
any errors or omissions accordingly:

a. Each of the Loan Documents was duly authorized, validly executed, and delivered in
accordance with its terms by or on behalf of each of the parties thereto, and each party had
full legal authority and power to enter into the agreements, relationships, obligations and
undertakings, and to make the promises, covenants and commitments reflected in the
respective Loan Documents;

b. Each person who executed each of the Loan Documents at such time had full corporate or
other appropriate authority and power to do so and was of sound mind;
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c. No document was executed under duress, coercion, undue influence, or without informed
legal advice and counsel;

d. Other than the Security Agreement as to PCI, each of the Loan Documents is a legal, valid
and binding obligation of each respective party, and is enforceable in accordance with its
terms;

e. We received true, complete and accurate photocopies of the Loan Documents;

f. We received all documents necessary for us to render the requested opinion;

g. There is no agreement, document, instrument, writing, oral statement, circumstance or event
not provided or disclosed to us by Mr. Cohen or PwC that may alter, contradict, repeal,
release, offset, waive, estop, invalidate, stay, subordinate, supersede or void:

i. any of the Loan Documents or the covenants, promises, conditions, or agreements
contained therein; or

ii. the validity, priority, enforceability or continuation of any security interest or
recorded instrument; or

iii. any fact, promise, covenant, representation or other portion of any document
provided to us;

h. TD Bank has given the agreed upon consideration to PCI and the Borrower, and to every
other obligor and guarantor of the Credit Agreement;

i. There is no agreement, fact or allegation not contained in the Loan Documents that may give
rise to a defense or claim;

j. The representations and warranties contained in the Loan Documents were accurate and
truthful when made;

k. There has been no breach or event of default by TD Bank or any of the “Lenders” or “Hedge
Lenders,” as those terms are defined in the Credit Agreement, or byanysuccessor-in-interest;

l. No Collateral, “Property,” as that term is defined in the Credit Agreement, right or obligation
has been sold, transferred, leased, licensed or assigned to or assumed by a third party, or
moved or transported, under conditions that could invalidate a security interest;

m. PCI owns and has exclusive possession and control of all Collateral and “Property,” as that
term is defined in the Credit Agreement;

n. The Credit Agreement became effective pursuant to Article VI thereof;

o. The Security Agreement was not terminated pursuant to Section 8 thereof, unless it was
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reinstated without any intervening event, condition or change in circumstances; 

p. No right, claim, interest, liability, or obligation described in the Loan Documents has been
assigned;

q. Each of the parties to the Security Agreement and relevant Loan Documents has been, at all
times relevant, and is an active corporation or other recognized legal business entity under
the laws of its formation and has not been dissolved;

r. PCI and its assets, including the Collateral, are not subject to tax liens, agricultural liens or
other interests not reflected in a search of UCC financing statements; and

s. The Search Report, including each accompanying document that purports to be a certificate
or recorded instrument, constitutes a true, complete and accurate record of all perfected
security interests in and against the Collateral.

3. Except as specifically set forth in this letter, we have made no independent verification or 
investigation of the factual matters and assumptions set forth herein, or in the Loan Documents.  
Whenever our opinion refers to the existence or absence of facts based on our knowledge or 
awareness, it is intended to signify that no information has come to our attention that would give us 
actual knowledge of the existence or absence of such facts. No inference as to our knowledge should 
be drawn from our representation of PwC.

4. We are attorneys qualified to practice law in the States of New York and New Jersey and we express 
no opinion as to any laws or any matters governed by any laws other than the laws of New York and 
the federal laws of the United States of America applicable in New York that are in effect on the date 
hereof. Without limiting the generality of the foregoing, we express no opinion as to the laws of any 
other jurisdiction to the extent that those laws maygovern the validity, perfection, effect of perfection
or non-perfection or enforcement of the Security Interest as a result of the application of New York 
law conflict of laws rules. No opinion is to be implied or inferred beyond the opinions expressly 
stated herein. The opinions expressed in this letter are rendered as of the date hereof, and we express 
no opinion as to circumstances or events that may occur subsequent to such date. We disclaim any 
undertaking to advise or notify you of changes that hereafter may be brought to our attention. We 
specifically disclaim any obligation to notify you of any anticipated or actual change in the law of 
the State of New York, United States of America, or in the law of any other jurisdiction, after the 
date of this opinion.

5. The opinions expressed in this letter are subject to the following qualifications and matters with 
regard to the enforcement of a security interest, and about which we offer no opinion:

a. Applicable bankruptcy, insolvency, reorganization, liquidation, arrangement, fraudulent
transfer or conveyance, preference, moratorium and other laws of general application
affecting or relating to the rights and remedies of creditors generally or the collection of
debtors’ obligations generally;

b. Limitations imposed under applicable law and by judicial practice on the availability and
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extent of equitable remedies and relief;

c. The power of a court to grant relief from forfeiture, to stay proceedings before it, or to
decline to hear an action or matter before it;

d. Limitations imposed by law with regard to the availability of ex parte relief and remedies,
the right to immediate payment of amounts otherwise payable on demand or upon
acceleration, enforcement upon minor or immaterial breaches or default, and other self-help
or non-judicial relief;

e. TD Bank and any successor-in-interest must exercise its rights and duties under the Security
Agreement and related agreements and under applicable law in a good faith and
commercially reasonable manner;

f. The claims and rights pertaining to the determination, collection and enforcement of taxes
and associated liens; and

g. Matters involving or relating to public safety, police enforcement and criminal and quasi-
criminal proceedings and actions.

6. Except as provided below, and subject to and without waiving, nullifying or diminishing all other
qualifications, limitations and exceptions set forth in this letter, and subject to the definitions of such 
categories of collateral set forth under New York law, the perfection, the effect of perfection or non-
perfection, and the priority of a security interest in the Collateral is governed by the law of the State 
of Delaware.

a. To the extent that TD Bank has a possessory security interest in all or any part of the
Collateral, while such collateral is located in a jurisdiction, the local law of that jurisdiction
governs perfection, the effect of perfection or non-perfection, and the priority of the security
interest in that collateral.

b. To the extent that the Collateral includes a wellhead or minehead, the local law of the
jurisdiction in which such collateral is located governs perfection, the effect of perfection or
non-perfection, and the priority of a security interest in as-extracted collateral. Subject to the
foregoing sentence, to the extent that the Collateral includes negotiable documents, goods,
instruments, money, or tangible chattel paper located in a jurisdiction, the local law of that
jurisdiction governs:

i. perfection of a security interest in the goods by filing a fixture filing;

ii. perfection of a security interest in timber to be cut; and

iii. the effect of perfection or non-perfection and the priorityof a non-possessorysecurity
interest in such collateral.  

c. To the extent that the Collateral includes a cooperative interest, New York law governs
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perfection, the effect of perfection or non-perfection, and the priority of the security interest
in such collateral.

d. To the extent that the Collateral includes farm products located in a jurisdiction, the local law
of that jurisdiction governs perfection, the effect of perfection or non-perfection, and the
priority of an agricultural lien on the farm products.

e. To the extent that the Collateral includes goods covered by a certificate of title, the local law
of the jurisdiction under whose certificate of title the goods are covered governs perfection,
the effect of perfection or non-perfection, and the priority of a security interest in goods
covered by a certificate of title from the time the goods become covered by the certificate of
title until the goods cease to be covered by the certificate of title.

f. To the extent that the Collateral includes a deposit account maintained with a bank, the local
law of the bank’s jurisdiction governs perfection, the effect of perfection or non-perfection,
and the priority of a security interest in the deposit account.  In addition:

i. If an agreement between the bank and PCI governing the deposit account expressly
provides that a particular jurisdiction is the bank’s jurisdiction for purposes of
perfection, that jurisdiction is the bank’s jurisdiction.

ii. If paragraph (i) above does not apply and an agreement between the bank and PCI
governing the deposit account expressly provides that the agreement is governed by
the law of a particular jurisdiction, that jurisdiction is the bank’s jurisdiction.

iii. If neither paragraph (i) nor paragraph (ii) applies and an agreement between the bank
and PCI governing the deposit account expressly provides that the deposit account
is maintained at an office in a particular jurisdiction, that jurisdiction is the bank’s
jurisdiction.

iv. If paragraphs (i), (ii) and (iii) do not apply, the bank’s jurisdiction is the jurisdiction
in which the office identified in an account statement as the office serving PCI’s
account is located.

v. If paragraphs (i), (ii), (iii) and (iv) do not apply, the bank’s jurisdiction is the
jurisdiction in which the chief executive office of the bank is located.

g. To the extent that the Collateral includes investment property other than cooperative
interests, Delaware law governs:

i. Perfection of a security interest in investment property by filing;

ii. Automatic perfection of a security interest in investment property created by a broker
or securities intermediary; and

iii. automatic perfection of a security interest in a commodity contract or commodity
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account created by a commodity intermediary.

h. To the extent that the Collateral includes a certificated security other than cooperative
interests, while the security certificate is located in a jurisdiction, the local law of that
jurisdiction governs perfection, the effect of perfection or non-perfection, and the priority of
a security interest in the certificated security represented thereby.

i. To the extent that the Collateral includes an uncertificated security other than cooperative
interests, the local law of the issuer’s jurisdiction governs perfection, the effect of perfection
or non-perfection, and the priority of a security interest in the uncertificated security.

j. To the extent that the Collateral includes a security entitlement or securities account, the
local law of the securities intermediary’s jurisdiction governs perfection, the effect of
perfection or non-perfection, and the priority of a security interest in the security entitlement
or securities account.

k. To the extent that the Collateral includes a commodity contract or commodity account, the
local law of the commodity intermediary’s jurisdiction governs perfection, the effect of
perfection or non-perfection, and the priority of the security interest in the commodity
contract or commodity account.

l. If the Collateral includes a letter-of-credit right, the local law of the issuer’s jurisdiction or
a nominated person’s jurisdiction governs perfection, the effect of perfection or non-
perfection, and the priority of a security interest in the letter-of-credit right if the issuer’s
jurisdiction or nominated person’s jurisdiction is a state.

7. Subject to and without waiving, nullifying or diminishing all other qualifications, limitations and 
exceptions set forth herein, to the extent that the perfection, the effect of perfection or non-perfection,
and the priority of the Security Interest is governed by the law of the State of Delaware, the Security 
Interest is perfected as to each category of the Collateral only if (collectively, the “Perfection 
Conditions”): 

a. To the extent that any part of the Collateral is subject to a statute, regulation, or treaty of the
United States whose requirements for a security interest’s obtaining priority over the rights
of a lien creditor with respect to the property preempt the requirement of filing a financing
statement to perfect a security interest, the requirements of such statute, regulation or treaty
are met.

b. To the extent that any part of the Collateral is subject to Subchapter II of Chapter 23 of Title
21 of the Delaware Code, relating to the notation of liens and encumbrances on certificates
of title for motor vehicles, the requirements of such statute are met, except that, during any
period in which such collateral is inventory held for sale or lease by a person or leased by that
person as lessor and that person is in the business of selling goods of that kind, this paragraph
does not apply to a security interest in that collateral created by that person.

c. To the extent that any part of the Collateral is subject to a certificate-of-title statute of
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another jurisdiction which provides for a security interest to be indicated on the certificate
as a condition or result of the security interest’s obtaining priority over the rights of a lien
creditor with respect to the property, the requirements of such statute are met.

d. To the extent that the Collateral consists of proceeds, the security interest in the original
collateral was perfected by the filing of the Delaware Financing Statement, and the proceeds
were not acquired with cash proceeds and are identifiable cash proceeds. Otherwise, to the
extent that the Collateral consists of a deposit account or a letter-of-credit right, only if TD
Bank obtained and retained control thereof.

e. To the extent that the Collateral consists of money, TD Bank took and has retained
possession thereof.

f. To the extent that the Collateral consists of goods in the possession of a bailee that has issued
a negotiable document covering the goods, a security interest in the document has been
perfected.

g. To the extent that the Collateral consists of goods in the possession of a bailee that has issued
a nonnegotiable document covering the goods, a document has been issued in the name of
TD Bank, the bailee received notification of TD Bank’s interest, or a filing was made as to
the goods.

8. Notwithstanding the Perfection Conditions, subject to and without waiving, nullifying or diminishing 
all other qualifications, limitations and exceptions set forth herein: 

a. Perfection of a security interest in collateral also perfects a security interest in a supporting
obligation for the collateral.

b. Perfection of a security interest in a right to payment or performance also perfects a security
interest in a security interest, mortgage, or other lien on personal or real property securing
the right. 

c. Perfection of a security interest in a securities account also perfects a security interest in the
security entitlements carried in the securities account. 

d. Perfection of a security interest in a commodity account also perfects a security interest in
the commodity contracts carried in the commodity account. 

e. The following security interests are perfected when they attach:

i. a purchase-money security interest in consumer goods, except as otherwise provided
in 6 Del. C. § 9-311(b) with respect to consumer goods that are subject to a statute
or treaty described in 6 Del. C. § 9-311(a); 

ii. an assignment of accounts or payment intangibles which does not by itself or in
conjunction with other assignments to the same assignee transfer a significant part
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of the assignor's outstanding accounts or payment intangibles;

iii. a sale of a payment intangible;

iv. a sale of a promissory note;

v. a security interest created by the assignment of a health-care-insurance receivable to

the provider of the health-care goods or services;

vi. a security interest arising under 6 Del. C. §§ 2-401, 2-505, 2-711(3), or 2A-508(5),

until the debtor obtains possession of the collateral;

vii. a security interest of a collecting bank arising under 6 Del. C. § 4-210;

viii. a security interest of an issuer or nominated person arising under 6 Del. C. § 5-118;

ix. a security interest arising in the delivery of a financial asset under 6 Del. C. §

9-206(c);

x. a security interest in investment property created by a broker or securities

intermediary;

xi. a security interest in a commodity contract or a commodity account created by a

commodity intermediary;

xii. an assignment for the benefit of all creditors of the transferor and subsequent

transfers by the assignee thereunder; and

xiii. a security interest created by an assignment of a beneficial interest in a decedent's

estate.

9. The opinions expressed in this letter are given solely for the benefit of PwC and Bennett Jones LLP

in connection with the Security Agreement and for the limited purpose of the anticipated interim

distribution to be made to the Lenders. The opinions expressed in this letter may not be relied upon,

in whole or in part, by any other party for any reason whatsoever, or by PwC or Bennett Jones LLP

for any other purpose, without our prior written consent. Other than to advance or support

the position ofthe Monitor in the legal proceeding pending in the Court ofQueen's Bench ofAlberta,

Calgary Division, or in any ancillary proceeding, this letter may not be quoted, and no copies may

be delivered to any party other than PwC or Bennett Jones LLP, without our prior written consent.

Very truly yours,

SPECTOR & EHRENWORTH, P.C.

Douglas A. uoldstein, Esquire, for the Firm
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DAG:lyt
Enclosures

cc: Brent R. Cohen, Esq. (w/encls.) (E-Mail & First-Class Mail)
Brian D. Spector, Esq.
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         TAB NO.
DOCUMENTS                      

(Document titles are abbreviated)                     
 

(not numbered) List of documents contained within Closing Book

1 Credit Agreement among Poseidon Concepts Corp., as Borrower, and The
Toronto-Dominion Bank, et al., dated as of June 29, 2012  

2 PCLP Guarantee
 

3 PCL Guarantee
 

4
 

PCI Guarantee 

5
 

PCC Debenture

6
 

PCC Debenture Pledge

7
 

PCLP Debenture

8
 

PCLP Debenture Pledge

9
 

PCL Debenture

10
 

PCL Debenture Pledge

11
 

Guarantor Security Agreement made by PCI and PCLP in favor of the Agent

12
 

Assignment of Insurance granted by PCC in favor of the Agent

13
 

Assignment of Insurance granted by PCLP in favor of the Agent

14
 

Assignment of Insurance granted by PCL in favor of the Agent

15
 

Assignment of Insurance granted by PCI in favor of the Agent

               SUPPORTING CERTIFICATES

16 & 17 General Corporate Certificate for PCC

18
General Corporate Certificate for PCL (on its own behalf and as general partner of
PCLP)

19 General Corporate Certificate for PCI

SCHEDULE 1



SCHEDULE 2

POSEIDON CONCEPTS INC.
 

UCC SEARCH RESULTS

FOR

STATE OF DELAWARE



Date: 06/03/2013

Reference: P213.0001

Copies Requested: All Copies Excluding Lapsed Filings

Page Limit: 30

Searched Through: 05/17/2013

Subject: Poseidon Concepts Inc.

Jurisdiction: Secretary of State, DE

Index Searched: Certified UCC/Federal Lien

FILE DATE FILE # TYPE OF FILING SECURED PARTY

12/22/2010 04561548 Financing Statement NATIONAL BANK OF CANADA, AS 

AGENT

CALGARY, AB, CANADA

05/16/2013 31874305 Termination

06/22/2011 12395641 Financing Statement NATIONAL BANK OF CANADA, AS 

AGENT

 MONTREAL (QUEBEC) CANADA

08/02/2011 12984790 Amendment

06/29/2011 12512849 Financing Statement POSEDION CONCEPTS LIMITED 

PARTNERSHIP

CALGARY, AB, CANADA

08/02/2011 12985235 Amendment

11/03/2011 14248186 Financing Statement NATIONAL BANK OF CANADA, AS 

AGENT

MONTREAL, QC

04/05/2013 31321968 Termination

01/17/2012 20191546 Financing Statement NATIONAL BANK OF CANADA

MONTREAL, QC

07/02/2012 22541045 Financing Statement THE TORONTO-DOMINION BANK, AS 

ADMINISTRATIVE AGENT

TORONTO, ONTARIO, CANADA

02/12/2013 30558230 Financing Statement WAGNER EQUIPMENT CO.

AURORA, CO

04/16/2013 31458166 Amendment

03/19/2013 31041426 Financing Statement WAGNER EQUIPMENT CO.

AURORA, CO

04/01/2013 31226878 Financing Statement WAGNER EQUIPMENT CO.

AURORA, CO

SEE ATTACHED CERTIFIED OR OTHER SEARCH PERFORMED BY FILING OFFICE.

Page: 1 of 1

Capitol Services, Inc.  « 1675 S State St  « Dover, DE 19901  « 800-316-6660

*9-85397483*
9-85397483




































































