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DARIAN RESOURCES L'TD.
DEMAND DEBENTURE
This Demand Debenture dated as ol the 29" day of Scptember, 2008 is made by Darian
Resources Ltd. (the "Debtor") in favour of SJ Capital Corp., S.P.L.1L Investments Ltd., Julmar loldings
[.td. and Shawana Estates Ltd. (cach, a "Lenders" and collectively, the "Lenders").

NOW THEREFORE, the Debtor covenants and agrees with the Lenders as follows:

ARTICLE 1
INTERPRETATION

1.1 Definitions

In this Debenture, terms and expressions defined in the description of the partics, the text hereof

and in Schedule "A" shall have those meanings when used herein. THIS IS EXHIBIT " Cq "
referred to in the Affidavit of
1.2 Schedules ot Goetse

Sworn t‘)zge me this _I7T...

The following schedules are incorporated herein and made a part hereof:

LS 7
Schedule "A" Definitions ACOMMISSIONER FOR CATHS

INAND FOR THE PROVINCE CF ALBERTA

Rebecca Lewis
Barrister & Solicitor

Any reference to a Schedule to this Debenture includes, unless the context othcrwise requires,
such Schedule as the same is supplemented, amended, restated or replaced from time to time whether by
one or more indentures supplemental hereto or otherwise.

Schedule "B" List of Properties

ARTICLE 2
PRINCIPAL AND INTEREST

2.1 Promise to Pay

The Debtor, for value received, hereby acknowledgcs itself indebted and promiscs to pay to or to
the order of the Lenders, on demand or on such earlier datc as the principal sum hercof may become
payable as provided hercin, the principal amount of TWENTY MILLION Canadian Dollars
($20,000,000) (the "Principal Sum") and to pay interest on such Principal Sum or so much thereof as
remains from time to time outstanding at the rate equal to the ATB Prime Rate plus 5.0% per annum from
the date hereof until full and final payment and discharge hereof, as well after as beforc demand, default
and judgment in like money at the same place and to pay intcrest on overdue and unpaid interest at the
same rate as aforesaid. It is agreed by the Debtor that the taking of a judgment or judgments under any of
the covenants herein contained shall not operate as a merger of the said covenants or affect the Lenders'
right to interest at the rate and times aforesaid. All payments of principal, interest and other monies due
under this Debenture shall be paid in immediately availablc funds to the Lenders at Suite 900, 630 - 3™
Avenue S.W., Calgary, Alberta, T2P 4L4, or such other place as the Lenders may designate in writing
from time to time. Interest accruing due hereunder shall be calculated daily in accordance with the
"nominal rate" method of interest calculation on the basis ol a 365 or 366 day year (as the case may be)
and shall be due and payable in arrears on the last Business Day of each calendar month. Any amount of’
intercst not paid when due (including overdue and unpaid intcrest) shall bear interest at the rate aforesaid,



be calculated daily and compounded on the last Business Day of cach calendar month, and shall be paid
without the nccessity for any demand being made, but if demand is made, on demand. ‘The theory of
deemed reinvestment shall not apply to the calculation of interest or the payment of other amounts

hereunder.

ARTICLE 3
SECURITY

3.1 Security

As security for payment of the Principal Sum and intcrest thereon, and all other Obligations from
time to time payable hereunder, the Debtor hereby:

(a)

(b)

(c)

(d)

(c)

(H

mortgages and charges (subject to the cxceptions as to leaseholds hercinalier contained)
as and by way of a first fixed and specilic mortgage and charge to and in {avour of the
Lenders, and grants to the Lenders a sccurity interest in, all of its present and after
acquired real and immovable property (including, by way of sub-leasc, lcaschold lands)
and all of its present and after acquired Qil and Gas Properties, buildings, crections,
improvements, fixtures and plant (whether the same form part of the realty or not) and all
appurtenances to any of the foregoing, including the Oil and Gas Propertics described in
Schedule "B" attached hereto; in this Debenture, any reference to "real and immovable
property"” shall include any interest in or right of the Debtor with respect to any real and
immovable property;

mortgages and charges to the Lenders as and by way of a first fixed and specific
mortgage and charge, and grants to the Lenders a security interest in, all its present and
alter acquired equipment, including all fixturcs, plant, machinery, tools and furniture now
or hereafter owned or acquired;

mortgages and charges to the Lenders, and grants to the Lenders a security interest in, all
its present and after acquired Petroleum Substances and inventory, including all raw
materials, goods in process, finished goods and packaging material and goods acquired or
held for sale or furnished or to be furnished under contracts of rental or scrvice;

assigns, transfers and sets over to the l.cnders, and grants to the Lcnders a security
interest in, all its present and after acquired intangibles, including all its present and after
acquired book debts, accounts and other amounts receivable, contract rights and choscs in
action of every kind or nature and insurancc rights arising from or out of the property
referred to in subsections (a), (b) or (c) above, goodwill, chattel paper, instruments,
documents of title, investments, money and investment property;

mortgages and charges in favour of the Lenders as and by way of a floating charge, and
grants to the Lenders a security interest in, its business and undertaking and all its present
and after acquired real and personal property and assets, tangible and intangible, legal
and equitable, moveable or immovable, of whatsoever nature and kind (other than the
property and assets hereby validly assigned or subjected to a specific mortgage, charge or
security interest by subsections (a), (b), (¢) or (d) above and the exceptions hereinafter
contained); and

assigns, mortgages and charges in favour ol the Lenders, and grants to the Lenders a
sccurity interest in, the proceeds arising from any dealing with the property referred to in
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this Section 3.1 in the form of any ol the lollowing: goods, investment property,
instruments, documents of title, chattel paper, intangibles or money.

For the purposes of this Debenture, the present and after acquired real and pcrsonal property,
assets and undertaking of the Debtor referred to in this Section 3.1 and subject to the Charge is hereinaficr
collectively called the "Collateral".

TO IIAVE AND TO HOLD the Collateral and the Charge and all rights hereby conferred unto
the Lenders, subject to the terms and conditions herein sct {orth,

3.2 Attachment

3.3 Leases

The last day of any term reserved by any lease, oral or written, or any agrecment therefor, now

held or hereafter acquired by the Debtor, is hereby excepted out of the Charge and does not and shall not

34 Contractual Rights

In the event the validity and effectiveness of the Charge over any of the Collateral is dependent
upon obtaining the consent, approval or waiver of a third person, the Charge over any such Collateral
shall not be effective until the applicable consent, approval or waiver is obtained or is no longer necessary
for the purposes of the validity and effectiveness of the Charge, whereupon the Charge shall immediately
become effective over any such Collateral. Until such consent, approval or waiver is obtained, or the
same is no longer necessary, the Debtor shall (subject to the other terms hereof) stand posscssed of such
Collateral upon trust to assign the same to the Lenders, or otherwise subject the same to the Charge, as the
Lenders shall direct, forthwith upon obtaining such consent, waiver or approval or upon the same no
longer being necessary. The Debtor represents and warrants to the Lenders that there are no conscnts,
approvals or waivers of any third person required in order to cnsure the validity and cffectiveness of the
Charge over any of the Collateral.

3.5 Permitted Activities

Except for the sale of equipment, Petroleum Substances and other inventory in the ordinary
course of business and for the purpose of carrying on same and the sale, alienation, assignment or
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disposition of Qil and Gas Properties and other assets of the Dcbtor as permitted by the Credit Agreement
or any "Convertible Debenture" (as dcfined in the Credit Agreement), the Debtor shall not be cntitled to
sell, alienate, lease, assign, dispose of or otherwise deal with the Collateral, except with the prior consent
of the Lenders, which consent shall not be unreasonably withheld. Until the Lenders otherwise advise the
Debtor in writing after the occurrence and continuance of an livent of Default, the Debtor shall be entitled
to collect and use in the ordinary course of its business all book debts, accounts and other amounts
receivable and exercise all of its contractual rights, including the variation of those rights and 1o deal with
and spend its money, investments and investment property.

3.6 Negative Pledge and Permitted Liens
The Debtor covenants and agrees with the Lenders that:

(a) it will not create, incur, assume or suffer to cxist any Security Intcrest upon or with
respect to any of the Collateral, except for Permitted Liens, and the fact that the Debtor is
permitted to create or suffer to exist any Pcrmitted Lien shall not in any manner, cause or
proceeding, directly or indirectly, be taken 10 constitute a subordination of the Charge to
any Permitted Lien, it being the intention of the Debtor and the Lenders that the Charge
shall at all times rank as a first priority Sccurity Interest in priority to Permitted Liens;
and

(b) it will promptly give the Lenders written notice of any Security Intcrest which may
become registered, filed or recorded against the interest of the Debtor in and to any Oil
and Gas Properties with respect to which at any time possible claims thereunder would
exceed the amount for Permitted Liens agrced to by the Lenders from time to time. The

ARTICLE 4
DEMAND AND REMEDIES

4.1 Demand

All of the Principal Sum hereof, accrued and unpaid interest thereon and all other Obligations
shall automatically become immediately due and payable immecdiately upon demand by the Lenders, and
the Debtor shall immediately pay to the Lenders all amounts owing or payable in respect of the
Obligations. Without restricting anything herein containcd, it is the intent and purposc hereof that the
Obligations shall become payable and be paid on such demand and the Security Intcrests hereby
constituted shall thereby become enforceable without any requircment of time (whether to ncgotiate credit
or raise financing in any way or otherwise howsoever) or lurther notice of any kind, all of which are

expressly waived by the Debtor.
4.2 Remedies - General

Upon the occurrence and continuance of an Event of Dcfault, the Lenders may, in their absolute
discretion, but in accordance with Applicable Law:

(a) exercise such rights and remedies as arc provided under Applicable [aw against the
Debtor or in respect of the Collateral or any part thereof for the enforcement of ful]
payment and performance of all the Obligations;



(b)

(c)

(d)

(e)

¢y
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cither with or without notice, enter into and upon and take possession ol all or any part of
the Collateral with full power o cxclude the Debtor and additionally shall have full
power and authority:

(1) to carry on, manage and conduct the business operations of the Debtor respecting
such Collateral and the power to borrow money in its own name or advance its
own money for the purpose of such business operations, the maintenance and
preservation of such Collateral or any part thereof and the making of such
replacements thereof and additions thereto as it shall deem dcsirable and the
payment of taxes, wages and other charges ranking in priority to the C harge, and

(ii) to receive the revenues, incomes, issucs and profits of such Collatcral and to pay
therefrom the costs, charges and cxpenses of the Lenders in carrying on the said
business operations or otherwisc, and all taxes, assessments and other charges

cither after entry as aforesaid or after other cntrics, or without any entry, scll or dispose of
the Collateral, either as a whole or in scparate parcels, by private contract, at public
auction, by public tender, by lease or by deferred payment arrangement with such notice,
advertisement or other formality as may be required by Applicable Law;

make any such sale or disposition of the Collatera] either for cash or upon credit and upon
such reasonable conditions as to upset or reserve bid or price and terms of payment as it
may deem proper; to rescind or vary any contract or sale that may have been entered into
and re-sell with or under any of the powers conferred herein; to adjourn such sale from
time to time; and to execute and deliver to the purchaser or purchasers of the Collateral or
any part thereof, good and sufficient deed or deeds for the same, and any such sale or
disposition made as aforesaid shall be a perpetual bar at law and in cquity against the
Debtor and all other persons claiming the Collateral or any part or parcel thereof, by,
from, through, or under the Debtor. The I.cnders or any agent may become purchaser at
any sale of the Collateral or any part thereof:

be necessary or advisable in order to have the claim of the Lenders lodged in any
bankruptcy, winding-up or other Jjudicial proceeding, or for the enforcement of any other
legal or equitable remedy as the Lenders shall decem most effective to protect and enforce
any of the rights or duties of the Lenders; or

in lieu of appointing a Receiver ag provided in Section 4.6, apply to any court or courts of
competent jurisdiction for the appointment of a Receiver, with such powers as the court
Or courts making such appointment or appointments shall confer.



4.3 Possession

‘The Debtor shall on demand by the Lenders or any Receiver yield up possession ol the Collateral
or any part thereof as demanded by the Lenders or Recciver whenever the Lenders or Recciver shall have
a right to cxercise any rights or remedies under Section 4.2 and put no obstacle in the way of, but
facilitate by all legal means, the actions of the Lenders or any Receiver and not interfere with the carrying
out of the powers hereby granted to the Lenders or any Recciver.

4.4 Judgment

The Debtor covenants and agrees with the Lenders that, in the case of any judicial or other
proceeding to enforce the Charge or any part thereof, Judgment may be rendered against the Debtor in
favour of the Lenders for any amount remaining due under this Dcbenture or for which the Debtor may be
liable hereunder, after the application to the payment thercof of the proceeds of any salc of the Collateral
or any part thereof. The covenant of the Debtor to pay intcrest at the rate provided in this Dcbenture shall
not merge in any such judgment and such judgment shall bear interest at the ratc sct forth in this
Debenture until such judgment and all interest thereon has been paid in full.

4.5 Account Debtors

(a)

(b)

(©)

All persons producing, purchasing, taking, processing or receiving any Petroleum
Substances produced by or for or allocable to the Debtor, having in their possession any
such Petroleum Substances or proceeds therefrom, being a debtor on an intangible or
chattel paper, an obligor on an instrument or any other person being obligated to pay any
account rcceivable or other debt due, owing or accruing due to the 1cbtor (including
operators or managers under any operating agreement, management agreement, lease, or
otherwise) are entitled at all times to trcat and regard the Lenders as the assignees and
transferees from the Debtor, entitled in the place and stead of the Debtor o rcceive such
Petroleum Substances, proceeds, accounts, intangibles and other debts. 1he Lenders may
give notice to all or any of such persons of the Charge and to remit all such Petroleum
Substances, proceeds, accounts and other dcbts directly to the Lenders aficr a default by
the Debtor in the payment or performance of any of the Obligations, whether or not the
Debtor was making collections on such Collateral prior to notification by the Lenders;
and all such persons shall be fully protected in so treating and regarding the Lenders and
shall be under no obligation to see to the application in any particular manner by the
Lenders of any such Petroleum Substanccs, proceeds, accounts and other debts received
by it.

Any money collected or received by the Lenders pursuant to paragraph (a) above shall be
applied in the manner as the Lenders scc lit. The Lenders shall not be liable or
accountable for its failure to collect, realizc, sell or obtain payment of accounts, chattel
paper, instruments, intangibles, choses in action or rights to payment or any part thereof
and shall not be bound to institute proceedings for the purpose of collecting, realizing or
obtaining payment of the same or for the purpose of preserving any right to payment of
the Lenders, the Debtor or any other person in respect thereof,

All money collected or received by the Debtor in respect of accounts, chattel paper,
instruments, documents of title, intangiblcs, choses in action, rights to payment or the
proceeds of any sale of Petroleum Substances or other interests of the | debtor described
herein shall, after the occurrence and continuance of an Event of Default, be held by the
Debtor in trust for the absolute use and bencfit of the Lenders and shall be paid or
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delivered over to the Lenders upon demand in the identical form received and until
demand shall be held by the Debtor scparatc and apart from any funds bclonging to the
Debtor or any other funds over which it has posscssion or control.

4.6 Receiver

Upon the occurrence and continuance of an Event of Default, the Lenders may in their discretion
appoint a Receiver of the Collateral or any part thereof and upon any such appointment by the I.enders the
following provisions shall apply:

()

(b)

(©)

(d

(e)

®

(2)

such appointment shall be made in writing signed by the Lenders and such writing shall
be conclusive evidence for al] purposes ol such appointment; the Lenders may from time
to time in the same manner remove any Recciver so appointed and appoint another in its
stead; in making any such appointment the Lenders shall be deemed to be acting as the
attoney for the Debtor and the Debtor hercby consents to the appointment of a Receiver;

any such appointment may be limited to any part or parts of the Collatcral or may extend
to the whole thereof;

every Receiver may, in the discretion of the Lenders, be vested with all or any of the
powers, rights, benefits, discretions, protection and relief of the Lenders hercunder and
shall be vested with all of the powers and protections afforded to g Recciver under
Applicable Law;

the Lenders may from time to time fix the rcasonable remuneration of the Receiver and
direct the payment thereof, in priority to the other Obligations, out of the Collateral, the
income therefrom or the proceeds thereof:

the Lenders may from time to time require any Receiver to give sccurity for the
performance of its duties and may fix the nature and amount thereof, but the Lenders
shall not be bound to require such security;

Collateral or for the maintenance, protection or preservation of the Collateral or any part
thereof, and any Receiver may issue ccrtificates (in this Section called "Receiver's
Certificates"), for such sums as will in the opinion of the Lenders be sufficient for
carrying out the foregoing, and such Recciver's Certificates may be payable either to
order or bearer and may be payable at such time or times as the Lendcrs may consider
expedient, and shall bear such interest as shall therein be declared and the Receiver may

every Receiver shall, regarding its acts or omissions, be deemed the agent of the Debtor,
and in no event the agent of the Lendcrs, and the Lenders shall not, in making or
consenting to such appointment, incur any liability to any Receiver for its rcmuneration
or otherwise howsoever;
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(h) cxcept as may be otherwise directed by the Lenders, all monies from time to time
received by any Receiver shall be paid over to the Lenders at the place where this
Debenture is payable; and

(i) the Lenders may pay over to any Receiver any monies constituting part of the Collateral
to the extent that the same may be applicd for the purposes hereof by such Receiver and
the Lenders may from time to time detcrmine what funds any Receiver shall be at liberty
to keep on hand with a view to the performance of its duties as such Recciver,

4.7 Remedies Not Exclusive

No right, power or remedy herein conferred upon or reserved to the Lenders or any Receiver is
intended to be exclusive of any other right, power or remedy or remedies, and each and every right, power
and remedy shall, to the extent permitted by Applicable Law, be cumulative and shall be in addition to
every other right, power or remedy given hereunder or now or hereafter existing at law, in cquity or by
statute. The Lenders shall have the power to waive any default, provided no such waiver shall be
effective unless made in writing and shall not constitute a waiver of any other or subscquent default. No
delay or omission of the Lenders in the exercise of any right, power or remedy accruing upon any default
shall impair any such right, power or remedy or shall be construed to be a waiver of any such default or
an acquicscence therein. Every right, power and remedy given to the Lenders or to a Receiver by this
Debenture or under Applicable Law may be exercised from time to time and as often as may be deemed
cxpedient by the Lenders or such Receiver, as applicable. In case the Lenders shall have proceeded to
enforce any right under this Debenture and the proceedings for the enforcement thercof shall have been
discontinued or abandoned for any reason or shall have bcen determined adversely to the [.enders, then
and in every such case the Debtor and the Lenders shall, without any further action hercunder, to the full
extent permitted by Applicable Law, subject to any detcrmination in such proceedings, scverally and
respectively, be restored to their former positions and rights hereunder and thereafter al] rights, remedics
and powers of the Lenders shall continue as though no such procceding had been taken.

4.8 Application of Proceeds

Except as herein otherwise expressly provided, thc monics arising from any enlorcement in whole
or in part of the Charge, or from any sale or realization of thc whole or any part of the Collateral, whether
under sale by the Lenders or by judicial process or otherwisc, and all incomes, rents and profits of the
Collateral, together with any other monies then in the hands of the Lenders or any Receiver available for
such purpose, shall at the option of the Lenders be held by the Lenders as security for the Obligations or
be applied by the Lenders on account of the Obligations in accordance with the provisions of the Credit
Agreement, without prejudice to the claim of the Lenders upon the Debtor for any deficicncy.
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4.9 Power of Attorney

The Dcbtor hereby irrevocably constitutes and appoints the Lenders or any Recciver appointed by
the Lenders its true and lawful attorney and agent, with full power and authority in the Debtor's name,
place and stead from time to time to do all acts and things and cxecute and deliver all share transfers,
certificates, proxies, resolutions, consents, assignments, transfers, conveyances and agreements, in such
form as the Lenders consider necessary or desirable, to do all things which the Debtor s required to sign,
cxecute and do hereunder if the Debtor has failed to sign, cxccute or do the same and generally to use the
name of the Debtor, as applicable, in the exercise of all or any of the powers hereby conferred on the
Lenders, with full powers of substitution and revocation; provided that this power of attomcey may not be
cxercised by the Lenders until the Debtor defaults on the payment or performance of any of the
Obligations.  Such appointment and power of attomey 1is hereby declared by the Debtor to be an
irrevocable power coupled with an interest in favour of the Lenders and shall remain in full force and
effect until this Debenture is discharged.

ARTICLE §
REPRESENTATIONS, WARRANTIES, COVENANTS
AND ENVIRONMENTAL. INDEMNITY

5.1 Representations, Warranties and Covenants
The Debtor agrees, represents and warrants to and with the Lenders that:

(a) the Debtor has good and marketable title to its Oil and Gas Propertics referred to in
Schedule "B" attached hereto, subject only to the Permitted Liens;

(b) the list of the Oil and Gas Properties and other specific property referred to in Schedule
"B" attached hereto is a complete list of all of the Oil and Gas Propertics of the Debtor;

() the Debtor shall duly and punctually pay all business, goods and scrvices, income,
property, capital and/or profits taxes and other governmental charges levied or assessed
against it or its property, assets or undertaking;

(d) the Debtor is not aware of any right or option (except for rights and options arising in the
ordinary course of business in the oil and gas industry) in any person rclating to any of
the Oil and Gas Properties which could, if cxcrcised, have the effect of divesting the
Debtor of title to the affected properties;

(e) the Debtor has not received from any pcerson any notice claiming an cntitlement to,
exercising or purporting to exercise any right of first refusal, right of first purchase or
similar right or option relating to any of the Oil and Gas Propertics which could, if
exercised, have the effect of divesting thc Dcbtor of title to the affected propcrties; and

03] without limiting anything contained in this Debenture, neither the provisions of this
Debenture nor the actual or constructive notice on the part of the Lenders of the actual or
alleged existence of any right of any person to claim any right of first rcfusal or right of
first purchase shall affect or derogate from the right of the Lenders to rely upon this
Section 5.1.
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5.2 Insurance Requirements

(a) The Debtor shall, at all times during the currency of this Debenture and as long as the
Debtor is indebted to the Lenders under this Debenture or otherwisc, insurc and keep
insured, with insurers approved by the Lenders, against all hazards which would in the
reasonable opinion of the Lenders normally be insured against by a comparablc company
in the industry or industries in which the Dcbtor is carrying on busincss, the Collateral in
the sum of the full insurable value thereof.

(b) ‘The Debtor shall, at all times during the currency of this Debenture, maintain public
liability insurance with insurers approved by the Lenders and in amounts satisfactory to
the Lenders.

() It is agreed that loss under all policies of insurance on the Collateral shall be payable to
the Lenders and that all policies of insurance, including renewals, will provide that such
insurance shall not be cancelled or changed in any way without the insurcr providing the
Lenders at least 30 days prior written notice and will (if requested by the Lenders) be
lodged with the Lenders. The Debtor shall at all times during the currency of this
Debenture pay all premiums for policies of insurance required pursuant to the terms of
this Debenture as the same become due and payable in respect thereof.

(d) If the insurance hereinbefore referred to is not effected or not kept duly rcnewed, the
Lenders may effect or renew such insurance and if default be made in payment of
premiums or sums of money by the Debtor, the Lenders may pay the same, and such
sums of money shall be added to the Obligations hereby secured and shall bear interest at
the highest rate provided herein from the datc of such payment and shall be repayable
forthwith upon demand made by the Lendcrs.

(e) In the event of loss, the Lenders, at their option, may hold the insurance procceds (or any
of them) as security for the Obligations, apply any insurance procecds received by it
against the Obligations (or a any of them) or rclease said proceeds to the Debtor to repair,
replace or rebuild or partly the one and partly the other or others, and nothing done
hereunder shall operate as payment or novation or in any way affect the sceurity hereof or
any other security for the amount hereby sccured.

53 Environmental Indemnity

Save and except as may be caused by the negligence or wilful misconduct of the Lenders, the
Debtor hereby indemnifies and holds harmless the Lenders, and their respective ofticers, directors,
employees and agents against and from any and all claims, suits, actions, debts, damagcs, costs, losses,
obligations, judgments, charges and expenses (including legal fees on a solicitor and his own client basis),
of any nature whatsoever suffered or incurred by the Lenders, and their respective officers, directors,
employees or agents as a result of or in connection with the Lenders holding this Debenture or in the
cnforcement or realization of this Debenture or on account of any Environmental [aw, including the
assertion of any claim, demand, cause of action or lien thercunder, with respect to:

(a) the Release of a Contaminant, the threat of the Release of any Contaminant, or the
presence of any Contaminant affecting the Collateral, whether or not the same originatcs
or emanates from the Collateral or any contiguous real property, including any loss of
value of property as a result of any of the forcgoing;
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(b) any costs of removal or remedial action incurred by the Government of Canada or any
provincial, municipal or local government or any costs incurred by any other person or
damages from injury to, destruction of, or loss of natural resources or the cnvironment in
relation to the Collateral or any contiguous rcal property, including rcasonable costs of
assessing such injury, destruction or loss incurred pursuant to any Environmental Law;

(c) liability for personal injury or property damage arising under any statutory or common
law tort theory including, without limitation, third party, consequential, indircct damages
and damages assessed for the maintenance of a public or private nuisance or for the
carrying on of a dangerous activity at or ncar the Collateral;

(d) any other environmental matter affecting the Collateral within the Jurisdiction of any
federal environmental agency, or any provincial, municipal or local cnvironmental
agency; and

(e) all environmental, health, reclamation and clean up costs and obligations associated with

or pertaining to the abandonment or reclamation of the Collateral or any wells, facilitics,
buildings, fixtures or equipment located thercon.,

The Debtor's obligations under this clause shall arisc upon the discovery of the presence of any

Contaminant or upon the creation of an obligation to abandon, reclaim or clean up any of the Collateral,

threatened any action in connection with the presence of any Contaminant and, notwithstanding anything
contained in this Debenture to the contrary, shall survive the full repayment of any and all monies hereby
secured and the discharge, release or reconveyance of this Dcbenture to the Debtor.

ARTICLE 6
LIABILITIES, WAIVERS AND EXPENSES

6.1 Limitation of Liability

Except in the case of gross negligence or willful misconduct, none of the Lenders or any Receiver
shall (i) be responsible or liable for any debts contracted by it, for damages to persons or property, for
salaries or for non-fulfillment of contracts during any period when the Lenders or any Receiver shall
manage or be in possession of the Collateral; (ii) be liable to account as mortgagee in posscssion or for

which a mortgagee in possession may be liable; (iii) be bound to do, observe or perform or 10 see to the
observance or performance by the Debtor of any obligations or covenants imposed upon the Debtor; or
(iv) in the case of any chattel paper, security, instrument or any other intangible, be obligated to preserve
rights against any other persons. The Debtor hereby waives any provision of Applicablc I.aw permitted
to be waived by it which imposes higher or greater obligations upon the Lenders or any Rcceiver than
aforesaid.

6.2 Mandatory Provisions of Applicable Law

Subject to Section 6.3, all rights, remedies, and powecrs provided herein may be cxcreised only to
the extent that the exercise thereof does not violate any mandatory provision of Applicable Law and all
the provisions of this Debenture are intended to be subject 10 all mandatory provisions of Applicable Law
which may be controlling in the premises and to be limitcd to the extent necessary so that they will not
render this Debenture invalid, unenforceable or not entitled to be recorded, registered or filed under any
mandatory provisions of Applicable Law. Subject to Scction 6.3, if any mandatory provision of
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Applicable Law shall provide for different or additional requircments than or to those specified herein as
prerequisites to or incidental to the realization, sale or forcclosure of the Charge or any part thereof, then,
to that extent, such laws shall be deemed to have been sct forth herein at length, and any conflicting
provisions hereof shall be disregarded, and the method of rcalization, sale or foreclosurc of the Charge
required by any such laws shall, insofar as may be necessary, be substituted herein as the method of
realization, sale or foreclosure in lieu of that set forth above. Any provision hereof contrary to mandatory
provisions of Applicable Law shall be deemed to be inclfective and shall be severable from and not
invalidate any other provision of this Debenture.

6.3 Waivers of Applicable Laws

(a) To the extent not prohibited by Applicablc I.aw, the Debtor hereby waives its rights, if
any, under all provisions of Applicable Law that would in any manner limit, restrict or
otherwise affect the Lenders' rights and remedies hereunder or imposc any additional
obligations on the Lenders. The Debtor waives the right to receive any amount which it
may now or hereafter be entitled to receive (whether by way of damages, finc, penalty or
otherwise) by reason of the failure of the L.enders to deliver to the Debtor a copy of any
financing statement or any verification statement issued by any registry that confirms
registration of a financing statement relating to this Debenture and the Debtor waives its
right to receive a copy of such financing or verification statements.

(b) The Debtor hereby authorizes the Lenders to provide information to any person who
requests information under section 18 of the PPSA or similar legislation and the Lenders
will not be required to investigate whethcr or not the inquiring person is in fact a person
entitled to request information pursuant to scction 18 of the PPSA or similar legislation.

(©) To the full extent that it may lawfully do so, the Debtor hereby:

i) waives and disclaims any benefit of, and shall not have or assert any right under
any statute or rule of law pertaining 0, discussion and division, the marshalling
of assets or any other matter whatsocver, to defeat, reduce or affect the rights of
the Lenders under the terms of this Dcebenture to a sale of the Collateral or any
part thereof or for the collection of all amounts secured hereby, and

(i1) agrees that it shall not have or asscrt any right or equity of redemption or any
right under any statute or otherwise to redeem the Collateral or any part thereof
after the sale hereunder to any person whether such sale is by the Lenders, any
agent, any Receiver or otherwise, notwithstanding, that the Lenders or any agent
or Receiver may have purchased same.

6.4 Non-Application of Saskatchewan Laws
The Debtor covenants and agrees with the Lenders that:
(a) the Land Contracts (Actions) Act (Saskatchcewan) shall no have no application to any
action as in such Act defined, with IeSpect to any mortgage, charge or sceurity interest
given by the Debtor under this Debenturc; and

(b) the Limitation of Civil Rights Act (Saskatchcwan) shall have no application to:

1) this Debenture,
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(i1) any indenture, instrument or agrcement cntered into by the Debtor at any time
hereafter, supplemental or ancillary 1o or in implementation of this Debenture
and involving the payment by the Debtor of money, or the liability of the Debtor
to payment,

(1ii)  any mortgage, charge or other sceurity interest for the payment of money made,
given or created by this Debenturce or by any indenture, instrument or agrecment
referred to or mentioned in clause (ii) above,

(iv) any instrument or agreement entered into by the Debtor at any time hereafter
renewing or extending or collateral 1o this Debenture, renewing or cxtending or
collateral to any indenture, instrument or agreement referred to or mentioned in
clause (ii) above, or renewing or cxtending collateral to any mortgage, charge or
other security referred to or mentionced in clause (iii) above, or

2 the rights, powers or remedies of the Lenders under this Dcebenture or any
mortgage, charge or other sccurity interest, indenture, instrument or agrecment
referred to or mentioned in this Scction 6.4(b).

6.5 Expenses

Debenture or in any other loan or security document provided by the Debtor to the I.cnders and any
Receiver may, but shall be under no obligation to, pay such amounts or do such acts or things as may be
required to ensure such observance and performance, without waiving any of its rights under this
Debenture or under such other loan or security document. No such payment, act or thing by the Lenders
or any Receiver shall relieve the Debtor from any default under this Debenture or any other loan or
security document provided by the Debtor to the Lenders or the consequences of such default. The
reasonable cxpenses (including the cost of any insurance and payment of taxes or other charges and
rcasonable legal fees and expenses on a solicitor and his own client basis) paid by the Ienders or any
Receiver in respect of the care, custody, preservation, use or operation of the Collateral, shall be deemed
advanced to the Debtor by the Lenders or such Receiver, shall become part of the Obligations, and shall,
from the time they are paid by the Lenders or such Recejver until repaid by the Debtor, bear interest at the
applicable rate hereunder. In addition, the Debtor shall pay all reasonable expenses (including reasonable
legal fees and expenses on a solicitor and his own client basis) incurred by the Lenders or any Receiver in
connection with the preparation, perfection, execution, protcction, enforcement of and advice with respect
to this Debenture (including the realization, disposition, retention, protection or collection of the
Collateral or any part thereof and the protection and enforcement of the rights of the Ienders and any
Receiver hereunder together with all remuneration paid to a Receiver and all costs, charges and expenses
of or incidental to any receivership) and such expenses shall become part of the Obligations, and shall,
from the time they are paid by the Lenders or such Recciver until paid by the Debtor, bear interest at the
applicable rate hereunder.

6.6 Indemnity
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to defend against any such liabilitics, actions, claims and charges and to claim from the Debtor all
cxpenscs incurred in connection therewith, together with all reasonable legal fees and cxpenses on a
solicitor and his own client basis that may be paid in conncection therewith. It is understood and agreed
that the covenants and conditions of this Section shall remain in full force and effect notwithstanding the
payment or release, cither partially or wholly, of the Charge or any foreclosure thereof’

ARTICLE 7
REGISTRATION AND DISCHARGE

7.1 Further Assurances

The Dcbtor hereby covenants and agrees that it will at all times do, executc, file, register,
acknowledge and deliver or cause to be done, executed, filed, registered, acknowledged and delivered all
such further acts, deeds, mortgages, hypothecs, caveats, transfers, assignments and assurances as the
Lenders may rcasonably require for the better assuring, mortgaging, charging, transferring, assigning,
cranting, delivering and confirming unto the Lenders the Collateral, or any part thereof, and for the better
accomplishing and effectuating the purpose of this Debenture including providing to the Lenders from
time to time an updated Schedule "B" (which the Lenders may, without the consent of the Debtor, use to
replace the similar Schedule which is then attached hereto without any other or further action by or on
behalf of the Corporation) and the execution and delivery of indentures supplemental hereto more
particularly describing the Collateral or to update, correct or amplify the description of the Collateral or to
better assure, convey and confirm unto the Lenders any of the Collateral. Upon an updated Schedule "B”
being provided to the Lenders or the execution of any supplemental indenture under this Section, as
applicable, this Debenture shall be modified in accordance therewith, and each such rcplacement
Schedule "B" and supplemental indenture shall form part of this Debenture for all purposcs.

7.2 Registration

The Lenders may at any time and from time to time, register or cause to be registered, this
Debenture (or a Caveat or other notice in respect thereot) against title to any or all of the Qil and Gas
Properties. Upon the request of the Lenders, the Debtor will provide to the Lenders a list of its Oil and
Gas Properties containing a sufficient description thereof to permit the Lenders to register this Debenture
(or a caveat or notice thereof) against title to such Oil and Gas Properties. The Debtor shall ensure and
will assist the Lenders to ensure that this Debenture and all such supplementary and corrective

to perfect and preserve the Charge as a first priority mortgage, charge and security intcrest and the rights
conferred or intended to be conferred upon the Lenders by the Charge and will causc to be furnished
promptly to the Lenders evidence satisfactory to the Lénders of such filing, registering and depositing.
The Debtor shall, forthwith on demand being made by the Lenders, pay all reasonable fces, costs and
expenses incurred by the Lenders or their agents in conncction with the filing, re-filing, registering, re-
registering, depositing and re-depositing of this Debenturc and all such supplementary and corrective
instruments and all additional mortgage and security documents. The fees, costs and cxpenses incurred
by the Lenders or their agents hereunder shall be secured hereby and shall become part of the Obligations.
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7.3 Discharge

Upon the full, final and indefeasible payment and performance of the Obligations, this Debenture
and the rights hercby granted shall, at the request of the Dcbtor, be terminated and thercupon the Lenders
shall at the request and at the expense of the Debtor canccl and discharge the Charge and cxecute and
deliver to the Debtor such deeds and other instruments as shall be requisite to cancel and discharge the
Charge; provided however that this Debenture may be dclivered, assigned, pledged, hypothecated or
deposited by the Debtor as security for present and future credits, advances or loans to or for indebtedncss
or other obligations or liabilities of the Debtor and in such event, for so long as this Debenture is
delivered, deposited, pledged or hypothecated as collateral sceurity for present or future credits, for loans
(fixed, term, demand, fluctuating, revolving or otherwise), indcbtedness, covenants or other obligations of
the Dcbtor, this Debenture shall (i) be considered as outstanding for its full amount; (ii) not be cancelled
or redeemed on partial or full payment of such loans or indcbtedness or satisfaction of such covenants or
obligations; and (iii) not be affected by any such loans, indchtedness, covenants or obligations fluctuating
from time to time or the amounts in respect thereof ceasing to be in debit balance. Further, this Debenture
shall continue to be effective or be reinstated, as the casc may be, if for any reason at any time any
payment or performance of the Obligations, or any part thereof, is rescinded, reversed, nullified, rendered
void or voidable or must otherwise be restored, refunded, rcturned or reimbursed by the lLenders.

7.4 Partial Discharge

No postponement or partial release or discharge of the Charge in respect of all or any part of the
Collateral shall in any way operate or be construed so as to release and discharge the Charge except as
therein specifically provided, or so as to release or dischargc the Debtor from its liability to the Lenders to
tully pay and satisfy the Obligations.

7.5 Composite Mortgage

This Debenture is a composite mortgage and security agreement covering the Collateral of the
Debtor located in various Provinces and Territories of Canada and other jurisdictions and, as to portions
of the Collateral located in such separate jurisdictions, this Debenture shall be a separatc mortgage and
security agreement enforceable against the Debtor without regard to the application of this Debenture to
portions of the Collateral located in other Jurisdictions.  All provisions hereof shall be applicable
separately to the portions of the Collateral located in each scparate jurisdiction with the same effect as if a
Separate mortgage and security agreement with respect thereto had been executed and delivered by the
Debtor to the Lenders. Upon the reasonable request of the Lenders, the Debtor shall prepare, execute,
deliver and register, at its expense, a separate mortgage and sccurity agreement covering the portion of the
Collateral located in any such Jurisdiction or jurisdictions, such scparate mortgage and sccurity agrecment
to be substantially in the form hereof except for such modifications as shall be required by the fact that
such mortgage and security agreement relates only to the property of the Debtor located in such
Jurisdiction or jurisdictions or as may be required by the Lenders in connection herewith.

ARTICLE 8
MISCELLANEOUS

8.1 Additional Security

Nothing in this Debenture contained shall detract from or limit the absolutce obligation of the
Debtor to make payment of this Debenture and of all monics owing hereunder at the time and in the
manner provided in this Debenture and to perform or obscrve any other act or condition which it is
required to perform or observe hereunder whether or not the Charge is operative, and the ri ghts under this



- 16 -
Debenture shall be in addition to and not in substitution for any other Security Interests of any and every
character now or hereafter held by the Lenders for the Obligations.
8.2 Assignment by the Lenders

The Lenders may assign all or part of this Demand Debenture to any related entity within the
Shaw Family Group of Companies without notice or the Dcbtor's consent.

8.3 Third Parties

see to the application of any money paid to the Lenders or any Receiver, and, in the abscence of fraud on
the part of such person, such dealings shall be deemed, as regards the safety and protection of such
person, to be within the powers hereby conferred upon the I.cnders or any Receiver and to be valid and
effective accordingly.
8.4 Severability

Any provision of this Debenture which is or becomes prohibited or unenforceable in any
Jurisdiction does not invalidate, affect or impair the remaining provisions hereof in such jurisdiction and

8.5 Non-Negotiation
This Debenture is not a negotiable instrument.
8.6 Amendments

No provision of the Debenture may be amended verbally and any such amendment may only be
made by way of an instrument in writing signed by the Dcbtor and the Lenders.

8.7 Conflicting Terms

In the event of any conflict between the terms of this Debenture and the terms of the Credit

Agreement (or any inconsistency between this Debenturc where it is more persuasive or less restrictive
to remove the conflict.
8.8 Notice

All notices, advices, requests and demands hercunder shall be in writing (including facsimile

transmissions) and may be given to the Debtor or the Lenders at the following addresscs or at such other
address as any party shall designate for itself and all noticcs shall be effective upon actual receipt:
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If'to the Lenders: ¢/0 Suite 900, 630 - 3 Avenue S.W.
Calgary, Alberta 2P 41 4
Attention: President
Fax: (403) 750-7466

If to the Debtor: Darian Resources Ltd.

Suite 1700, 205 - 5™ Avenue S.w.
Calgary, Alberta T2P 2v7

Attention: President and CEQ
Fax; (403) 216-8575

8.9 Governing Law

This Debenture is conclusively deemed to be made under, and for al] purposes 1o be governed by
and construed in accordance with, the laws of the Province of Alberta and of Canada applicable therein,
There shall be no application of any conflict of laws or rulcs which would result in any laws other than
the intcrnal laws in force in the Province of Alberta applying to this Debenture. The Debtor hereby
irrevocably submits and attorns to the jurisdiction of the courts of the Province of Alberta for all matters
arising out of or relating to this Debenture, or any of the transactions contemplated hereby, without
prejudice to the rights of the Lenders to take proceedings in other Jurisdictions in which any Collateral

8.10 Time of Essence
Time shall be of the essence of this Debenture.
8.11 Enurement

This Debenture shall be binding upon the Debtor and its successors and assigns (including any
successor by reason of amalgamation, merger or other combination) and shall enure to the benefit of the
Lenders and their respective successors and assigns, provided always that the Debtor shall not assign any
of its rights or obligations hereunder without the prior written consent of the Lenders. The Debtor agrecs
that no change in the name, objects or constitution of the Dcebtor shall in any way affect thc cnforceability
of this Debenture against the Debtor from time to time,

8.12 Headings

The headings and the Article and Section titles arc inscrted for convenience of reference only and
shall not affect the construction or interpretation of this Debenture.

8.13 References

Unless something in the subject matter or context is inconsistent herewith, all references to
Sections, Articles and Schedules are to Sections and Arnticles of and Schedules to this Dcbenture, The
words "hereto", "hereof", "hereunder" and similar eXpressions mean and refer to this Dcbenture, In this
Debenture, the singular includes the plural and vice versa; a reference to gender includcs the masculine,
feminine and neuter; where a term or expression is defincd, derivations thereof have a corresponding
meaning; references to any statute, act or other legislative cnactment shall be to such statute, act or other
legislative enactment as amended from time to time or replaced by a statute, act or other legislative
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enactment dealing with substantially the same subject matter as the statute, act or other legislative
cnactment so replaced; and references to any agreement, contract, document, licence or other instrument
shall mean and refer to such agreement, contract, document, licence or other instrument as amended,
modified, replaced, restated, extended, renewed or supplemented from time to time.

8.14  Receipt

The Debtor hereby acknowledges receipt of an exccuted copy of this Debenture.

IN WITNESS WHEREOF the Debtor has issued this Debenture signed by its duly authorized
officers as of the date and year first above written.

3484015_4 [Demand Debenture)
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SCHEDULE " A"

DEFINITIONS

In the Debenture to which this Schedule "A" is attached, the following terms shall have the
respective meanings given to them:

"Applicable Law" means, in relation to any person, propcrty, transaction or event, thc common law, all
applicable provisions, whether now or hereafter in effect, of laws, statutes, rules or regulations, official
directives and orders of all federal, provincial, municipal and local governmental bodics (whether
administrative, legislative, cxecutive or otherwise and, in the case of any central bank, fiscal or monetary
authority, whether or not having the force of law) and Judgments, orders and decrecs of all courts,
arbitrators, commissions or bodies exercising similar functions in actions or proceedings in which the
person in question is a party or by which it is bound or having application to the property, transaction or
event in question;

"Business Day" means a day on which banks are generally open to the public for the transaction of
commercial business in Calgary, Alberta, but does not in any event include a Saturday, a Sunday or a
statutory holiday in the Province of Alberta;

"Canadian Dollars” and the symbols "Cdn. $" and "$" each means lawful money of Canada;

"Charge" means the Security Interests created by or intended to be Created by the Debenture;

"Contaminant" includes, but is not limited to, any pollutants, noise, dangerous substanccs, liquid waste,

"Credit Agreement" means the letter agreement dated as of September 29, 2008 made among the
Debtor, as borrower, and the Lenders, as the same may bc amended, supplemented, restated or replaced
from time to time;

"Debenture" means the fixed and floating charge demand debenture to which this Schedule "A" s
attached, as the same ay be amended, supplemented, restated or replaced from time (o lime, including
all the Schedules hereto now or hereafter attached thereto by the Lenders;
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"Environmental Activity" mcans any past, present or future activity, event or circumstance in respect of
a Contaminant including its storage, use, holding, collection, purchase, accumulation, assessment,
generation, manufacture, construction, processing, treatment,  stabilization, disposition, handling or
transportation, or its Release, escape, leaching, dispersal or migration into the natural cnvironment,
including the movement through or in the air, soil, surface watcr or groundwater;

"Environmental Law" means the common law and any and all applicable international, federal,
provincial, municipal or local laws, statutes, regulations, trcatics, orders, judgments, decrees, ordinances,
official directives and all authorizations, relating to the cnvironment, occupational health and safety, or
any Environmental Activity;

"Event of Default” means a default by the Debtor in the paymcent or performance of the Obligations;

"including" means including without limitation, and shall not be construed to limit any gencral statement
which it follows to the specific or similar items or matters immcdiately following it, and "includes” shall
be construed in a like manner;

"Obligations" means all of the obligations, liabilities and indebtedness, present or future, dircct or
indirect, absolute or contingent, joint or several, matured or not, extended or renewcd, dctermined or
undetermined, choate or inchoate, of the Debtor to the Lenders, including principal, interest, interest on
overdue and unpaid interest, fees, costs, expenses and indemnities under the Debenture, and "Obligation"
means any of them;

"Oil and Gas Properties" means al] of the Debtor's interest, right, title, and estate, now owned or
hereafter acquired, in and to:

(a) the lands from time to time described in Schedule "B" to the Debenturc, the interest of
the Debtor therein being represented to be not less than that set forth in Schedule "B" to
the Debenture, and any other lands and real and immovable property now or hereafter
owned or acquired by the Debtor, in connection with the exploration for, and
development, production, processing, transportation and marketing of Petroleum
Substances,

(b) the Petroleum Substances within, upon or under all lands referred to in subclause (i) of
this definition,

(©) royalty, production, profits and other intercsts or payments out of, referablc to, or payable
in respect of, Petroleum Substances or the value thereof produced from or allocable to the
lands or interest referred to in subclause (a) of this definition,

(d) the Documents of Title, and
(e) any and all rights and interests in the foregoing substantially replacing, cxtending or
renewing any thereof in the event of termination, surrender, negotiation, rencgotiation or

supersession thereof;

"Permitted Liens" means, as at any particular time, any of the following encumbrances on the property
of the Debtor:

(a) security interests in favour of Alberta Treasury Branches in respect of the “ATB Credit
Agreement” (as defined in the Credit Agrccment) and related security documents;
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sceurity interests in favour of the Lenders pursuant to this Demand Debenture:

sceurity interests in favour of KYAL Encrgy Inc., as the nomince of Grant Bartlett, on
substantially the same terms and conditions as the Convertible Debentures (as defined in
the Credit Agreement);

reservations, limitations, provisos and conditions expressed in any original grant from the
Crown and the interests sct out in Section 61 (] ) ot the Land Titles Act (Alberta);

licns for taxes, assessments, governmental charges and other statutory licns or security
interests which (i) are not at such date duc or delinquent, or (i) rclate to claims the
validity of which is being contested at the time by the Debtor in good faith by appropriate
proceedings;

the lien of any Judgment rendered, or claim tiled, which is being contested at the time by
the Debtor in good faith by appropriate proccedings or where the fair market value of the
assets affected thereby is less than $250,000;

ordinary course of business which relate 1o obligations (i) not due or dclinquent and
which have not at such time been filed pursuant to law and no other statutory proceedings
have been taken to enforce the same, or (ii) being contested at the time by the Debtor in
good faith by appropriate proceedings;

casements, rights-of-way, servitudes or other similar rights or restrictions in property
(including, without limitation, rights-of-way and servitudes for railways, scwers, drains,
pipelines, gas and water mains, electric light, power, telephone, tclegraph or cable
television conduits, poles, wires and cablcs) granted to or reserved or taken by other
persons and other minor defects, encumbrances and restrictions which cither alone orin
the aggregate do not materially detract from the value of such property or materially
impair its use by the Debtor;

security interests or other interests given when required by the Dcbtor (o any public
utility, municipality, governmental or other public authority in the ordinary course of the
business of the Debtor, which either alonc or in the aggregate do not matcrially detract
from the value of the property affected thercby or materially impair its usc by the Debtor;

purchase money security interests and capital lease obligations of the Debtor;
security interests arising under operating lcases; and
all other encumbrances as are specifically disclosed in writing to the Lcenders and for

which the Lenders agree to accept such cncumbrances as Permittcd Liens for the
purposes of this Demand Debenture;

"person” means an individual, a partnership, a corporation, a trust, a joint venture, an unincorporated
organization, a union, a government or any department or agency thereof and the heirs, cxecutors,
administrators or other legal representatives of an individual;

"Petroleum Substances" means petroleum, crude oil, crude bitumen, synthetic crudc oil, oilsands,
bituminous sands, natural 8as, natural gas liquids, condensate, related hydrocarbons and any and all other



substances, whether liquid, solid or gaseous, whether hydrocarbons or not, produced or producible in
association with or derived from any of the foregoing, including hydrogen sulphide, sulphur and coke;

"PPSA" mcans the Personal Property Security Act (Alberta), as amended from time to time; and the
terms "proceeds", "equipment", "Inventory", "chattcl paper”, "intangible", “Instrument”, "investment
property”, "accessions", "document of title" and "account” shall, when used herein, have the same
Ineanings as are ascribed thereto in the PPSA;

"Receiver" means any receiver, manager, or recejver and manager of the Collateral or any part thereof or
the business and undertaking of the Debtor, or any part thereof, whether appointed by the Ienders under
the Debenture or by a court pursuant to Applicable Law and any nominee of the Lenders or any other
person that is appointed by the Lenders to exercise all or any of the powers, rights, bencfits and discretion
of the Lenders under the Debenture;

"Release" includes discharge, spray, inject, inoculate, abandon, deposit, spill, leak, scep, pour, emit,
empty, throw, dump, place and exhaust which might occur in any manner whatsoever; and

"Security Interest" means any assignment, mortgage, charge, pledge, lien, hypothec, cncumbrance
securing or in effect securing any obligation, conditional sale or title retention agrcement or security
interest whatsoever, howsoever created or arising, whether absolute or contingent, fixed or floating, lcgal
or equitable, perfected or not, and includes the rights of a lessor pursuant to a capitalized lease or salc-
leaseback arrangement.



SCHEDULE "B"

LIST OF PROPERTIES
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