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UNITED STATES BANKRUPTCY COURT 

DISTRICT OF DELAWARE 

------------------------------------------------------x 

 : 

In re : Chapter 11 

 :  

PARAGON OFFSHORE PLC, et al., : Case No. 16-______ (___) 

 :  

  : Joint Administration Requested  

 Debtors.
1
 :  

------------------------------------------------------x 

DECLARATION OF ARI LEFKOVITS IN SUPPORT OF  

THE DEBTORS’ CHAPTER 11 PETITIONS AND FIRST DAY RELIEF 

I, Ari Lefkovits, pursuant to section 1746 of title 28 of the United States Code, 

hereby declare that the following is true to the best of my knowledge, information, and belief: 

1. I am a Managing Director in the Restructuring Group of Lazard Frères & 

Co. LLC (“Lazard”), which has a place of business at 30 Rockefeller Plaza, New York, New 

York 10112.  Lazard has served as a financial advisor to Paragon Offshore plc (“Paragon 

Parent”) and its debtor affiliates (collectively, the “Debtors” or “Paragon”) since September 

2015.  I am familiar with Paragon’s capital structure and negotiations with stakeholders.   

2. I submit this declaration (the “Declaration”) in support of:  (i) Paragon’s 

voluntary petitions for relief under chapter 11 of title 11 of the United States Code filed with the 

                                                
1 The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax 
identification number, as applicable, are: Paragon Offshore plc (6017); Paragon Offshore Finance 
Company (6632); Paragon International Finance Company (8126); Paragon Offshore Holdings US Inc. 
(1960); Paragon Offshore Drilling LLC (4541); Paragon FDR Holdings Ltd. (4731); Paragon Duchess 
Ltd.; Paragon Offshore (Luxembourg) S.à r.l. (5897); PGN Offshore Drilling (Malaysia) Sdn. Bhd. 
(9238); Paragon Offshore (Labuan) Pte. Ltd. (3505); Paragon Holding SCS 2 Ltd. (4108); Paragon Asset 
Company Ltd. (2832); Paragon Holding SCS 1 Ltd. (4004); Paragon Offshore Leasing (Luxembourg) S.à 
r.l. (5936); Paragon Drilling Services 7 LLC (7882); Paragon Offshore Leasing (Switzerland) GmbH 
(0669); Paragon Offshore do Brasil Ltda.; Paragon Asset (ME) Ltd. (8362); Paragon Asset (UK) Ltd.; 
Paragon Offshore International Ltd. (6103); Paragon Offshore (North Sea) Ltd.; Paragon (Middle East) 
Limited (0667); Paragon Holding NCS 2 S.à r.l. (5447); Paragon Leonard Jones LLC (8826); Paragon 
Offshore (Nederland) B.V.; and Paragon Offshore Contracting GmbH (2832).  The Debtors’ mailing 
address is 3151 Briarpark Drive, Suite 700, Houston, Texas 77042.    
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United States Bankruptcy Court for the District of Delaware on the date hereof and (ii) the 

request for related relief, in the form of motions and the application Paragon filed with the Court 

(the “First Day Papers”).  Additional information and support relating to the First Day Papers is 

set forth in the Declaration of James A. Mesterharm in Support of the Debtors’ Chapter 11 

Petitions and Related Requests for Relief, which has been filed contemporaneously herewith.   

3. Except as otherwise indicated, the facts set forth in this Declaration are 

based upon my personal knowledge, my review of relevant documents, my discussion with 

members of Paragon’s management, information provided to me by other Lazard professionals, 

or my experience and knowledge.  If called upon to testify, I would testify competently to the 

facts set forth in this Declaration.   

4. Capitalized terms used but not otherwise defined in this Declaration shall 

have the meanings ascribed to them in the PSA (as defined below). 

Declaration 

5. Paragon Parent is a public limited company registered in England and 

Wales.  Paragon Parent files annual reports with, and furnishes other information to, the 

Securities and Exchange Commission.  On December 17, 2015, Paragon Parent received a letter 

from the New York Stock Exchange stating that it had suspended trading in Paragon Parent’s 

shares effective immediately.  Paragon Parent’s ordinary shares have been trading on the over-

the-counter markets under the trading symbol “PGNPF” since December 18, 2015.   

6. In the summer of 2014, Brent crude oil prices – a key factor in 

determining customer activity levels – began to decline, dropping from roughly $115 per barrel 

in June 2014 to approximately $60 per barrel by December of the same year.  Oil prices 

continued to decline in 2015, closing at $37.28 per barrel on December 31, 2015.   
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7. In the fall of 2015, Paragon began to consider potential transactions that 

would allow the company to deleverage its capital structure and maximize value.  Paragon 

engaged Weil, Gotshal & Manges LLP and Lazard between August/September 2015.  Shortly 

thereafter, Paragon began discussions with certain key debtholders, initially through their 

advisers.  Through extensive negotiation over the past several months, Paragon, working with its 

advisors, built consensus with key stakeholders on the terms of a financial restructuring that, as 

proposed, would reduce Paragon’s debt by more than $1 billion and allow existing equity holders 

to retain 65% equity.    

8. Paragon reviewed multiple transaction alternatives with its advisors.  

Paragon’s objectives included ensuring that it had adequate liquidity, reducing its debt principal 

outstanding, extending maturities of remaining debt, and adding financial covenant flexibility.  

In light of Paragon’s business plan and financial forecast, available liquidity, available collateral, 

and asset configuration, among other items, Paragon decided to pursue a transaction that would 

lead to a meaningful reduction in its debt level and interest expense in exchange for a distribution 

of cash to creditors at a discount to the face value of debt retired. 

9. Based on the foregoing, Paragon engaged with a group of noteholders, 

representing a significant majority of its outstanding Notes, as well as with its revolving bank 

lenders.  Both groups engaged attorneys and financial advisors and were presented with 

Paragon’s business plan, access to management and other due diligence, and eventually, a 

restructuring proposal.  The restructuring proposal, similarly to the plan ultimately filed, 

contemplated, in principal part, issuing cash and equity in exchange for a full retirement of 

outstanding Notes, as well as a cash payment to revolver lenders in exchange for covenant relief 
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and a maturity extension.  A key to the negotiations was developing a proposal that not only 

delevered Paragon but also left it with a cushion to weather variances to its business plan. 

10. The transaction ultimately agreed upon provides Paragon a significant 

cushion based on its business plan, both with regard to its liquidity needs and its financial 

covenants.  The financial covenants are waived through the beginning of 2018 and then reset to 

more lenient levels, and the maturity of its revolving credit facility has been extended by almost 

two years.  Paragon forecasts that it will be in compliance with all of its covenants, as well as its 

liquidity needs, even if performance were to trail the business plan by a significant amount. 

11. The transaction also results in the removal of approximately $1 billion of 

Notes and approximately $60 million of related annual interest. 

12. In February 2016, Paragon entered into a Plan Support Agreement 

(together with all exhibits and attachments thereto, the “PSA”), annexed hereto as Exhibit 1, 

with holders (the “Consenting Noteholders”) of over two-thirds in amount of the Notes and 

holders (the “Consenting Revolver Lenders”) of over two-thirds in outstanding principal 

amount of loans under the Revolving Credit Agreement.   

13. Under the PSA, each of the Consenting Revolver Lenders and Consenting 

Noteholders agreed to, among other things:  (i) vote any claim it holds against the Debtors to 

accept the Plan and not (a) change or withdraw (or cause to be changed or withdrawn) its vote to 

accept the Plan, (b) object to, delay, impede, or take any other action to interfere with acceptance 

or implementation of the Plan and approval of the Noble Settlement Agreement (as defined 

below), or (c) directly or indirectly solicit, encourage, propose, file, support, participate in the 

formulation of, or vote for, any restructuring, sale of assets, merger, workout or plan of 

reorganization for any of the Debtors other than the Plan; (ii) forbear from exercising any rights 
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or remedies under the Revolving Credit Agreement or the Indenture with respect to its loans or 

notes resulting from certain actual or potential defaults or events of default specified therein; and 

(iii) subject to certain exceptions, limit its ability to transfer its claims against the Debtors.   

14. The PSA also provides for various termination events.  Depending on the 

termination event, the Consenting Revolver Lenders holding at least a majority of the 

outstanding loans held by such holders (the “Requisite Revolver Lenders”), the Consenting 

Noteholders holding at least a majority of the outstanding principal amount of Notes held by 

such holders (the “Requisite Noteholders”), and the Debtors, each have the ability to terminate 

the PSA.  The PSA and the obligations of all parties thereto may also be terminated by mutual 

agreement among the Debtors, the Requisite Revolver Lenders, and the Requisite Noteholders. 

15. In  February 2016, Paragon Parent also entered into a binding term sheet 

(the “Noble Settlement Term Sheet”) with Noble Corporation plc (“Noble”), the Debtors’ 

former parent, with respect to a definitive settlement agreement (the “Noble Settlement 

Agreement”), under which Noble will provide direct bonding to satisfy requirements necessary 

to challenge certain tax assessments in Mexico relating to the Debtors’ business. 

16. Pursuant to the Noble Settlement Term Sheet, the Debtors will fully and 

unconditionally release Noble and its affiliates and subsidiaries and their respective officers and 

directors (collectively, the “Noble Entities”) from any and all claims, obligations, rights, suits, 

damages, causes of action, remedies and liabilities whatsoever arising under, relating to or in 

connection with Noble spin-off of the Debtors (except as otherwise provided in the Noble 

Settlement Term Sheet).  In exchange, Noble will provide direct bonding, in the form of cash, a 

letter of credit, or any other assurance that satisfies any bonding or surety provider selected by 

the Noble Entities to issue the bond, to satisfy certain bonding requirements necessary to 
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challenge assessments of applicable income and value-added taxes imposed by Mexican 

Governmental authorities relating to the Debtors’ business for tax years 2005 through and 

including 2010.  The bonding will also cover any customs taxes for any period or portion thereof 

prior to the spin-off.  Upon final resolution of any assessment for any Applicable Paragon Tax 

Liability (as defined in the Noble Settlement Term Sheet), or any portion thereof, Noble will pay 

100% of the ultimate resolved amount of such tax for Noble Entities, and 50% of the ultimate 

resolved amount of such tax for the Debtors. 

17. The consensual restructuring reflected in the PSA, and the entry into the 

Noble Settlement Term Sheet, will:  (i) reduce the Debtors’ existing debt by over $1 billion; (ii) 

eliminate the potential risk of costly multi-party litigation; (iii) provide for an ongoing interest 

for current equity holders; (iv) reduce annual cash interest payments by approximately $60 

million annually; (v) provide covenant relief; and (vi) extend revolver maturity by almost two 

years.    

Pursuant to 28 U.S.C. § 1746, I declare under penalty of perjury that the foregoing 

is true and correct. 

Dated: February 14, 2016 
 New York, New York 

______________________________ 
Ari Lefkovits 

 

 

______________________________ 
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