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Calgary, Ab 1zl by
Phone: 403-974-5777
Fax: 403-974-5784
September 29, 2008

Darian Resources Ltd.
1700, 205 5™ Avenue SW
Calgary, AB T2P 2V7

Attn: Grant Bartlett, President and CEOQ
Dear Sir:

Alberta Treasury Branches has approved and offers financial assistance on the terms and conditions in the
attached Commitment Letter. This agreement amends and restates in its entirety our letter dated April 2,
2008. Any borrowings outstanding under that letter agreement are deemed to be Borrowings hereunder
under the related facility referenced herein.

You may accept our offer by returning the enclosed duplicate of this letter, signed as indicated below, by
4:00 p.m. on or before October 13, 2008 or our offer will automatically expire. We reserve the right to
cancel our offer at any time prior to acceptance.

Thank you for your business. Fats Exmgw;ﬁttt_,:;
referred to In the Affidavit 0

Yours truly, .é A -.W.;..Q:Qﬁ%&f/k\'

ALBERTA TREASURY BRANCHES Srn Qe me Xus J._.&.&.j
1|.‘4 ......

oRE DHGAFCeevsnnnuas

By: ; ; M INAND FOR THE PRCVINCE CF ALBERTA

Brad Béck Rebecca Lewis
Barrister & Solicitor

Relationship Manager

By (. xx—T <
Wes Jarding™
Account Manager

Encl.
™
Accepted this30 day of M, 2008
Darian Resources Bowview Petroleum
Per: Per:
( .
Per: - Per:




COMMITMENT LETTER

LENDER: ALBLERTA TREASURY BRANCIHES
BORROWER: DARIAN RESOURCES LTD.

sUARANTOR:  BOWVIEW PETROLEUM INC.

1. AMOUNTS AND TYPES OF FACILITIES (cach referred to as a "Facility')

Facility #1 - Operating Loan Facility (Revolving) — Cdn. $4,300,000.00 to increase to
$17,000,000.00 upon satisfaction of Conditions Precedent listed hereunder in Scction 11
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FFacility #1 is available by way of:

- Prime-based loans in Canadian dollars

- Letters of Credit/Letters of Guarantee (to an aggregate maximum of $2,000,000
collectively to increase to $10,000.000 upon satisfaction of Conditions Precedent
listed hereunder in Section | 1) in Canadian dollars

- Corporate MasterCard (to a maximum of $50,000)

Facility #1 is to be used for general corporate purposes, including the exploration,
development, production and acquisition of oil and gas reserves in Western Canada and
the purchase of approximately 1,100 boe/d ol PNG production, an average 92% working
interest in approximately 100,000 acres of crown land and earning rights under 438,448
acres of freehold land in the Robin, Vulcan. Monarch, and Taber arcas {the "EnCana
Acquisition”) as per the Agrecement for Purchase of Sale and the Leasc Issuance. Seismic
and Drilling Commitment Agreement dated September 29, 2008.

Advances under Facility #1 may be made to the accounts of the Borrower and Bowview
Petroleum Inc. from time to time upon the written direction of the Borrower as noted in
Schedule “B”.

Notwithstanding the amount of Facility #1. advances under Facility #1 will be limited to
the amount equal to the lesser of:

- the maximum principal amount of Facility #1; and
- the amount of the most recent Borrowing Base determined hereundecr.

From time to time, the Borrowing Base shall be re-calculated by Lender upon receipt of
cach engineering report required to be delivered hereunder and if Borrower fails to
deliver any such report then at any other time at Lender's sole discretion. [.ender shall
notify Borrower of each change in the amount of the Borrowing Base. In the event that
Lender re-calculates the Borrowing Base 10 be an amount that is less than the Borrowings
outstanding under Facility #1, Borrower shall repay the difference between such
Borrowings outstanding and the new Borrowing Base within 45 days of recciving notice
of the new Borrowing Base, and all rates and fees for Facility #1 listed under the "Interest
Rates and Prepayment” section hercof wil] immediately upon receipt of that notice
increase by 100 basis points. Lender confirms that the Borrowing Base on the date hereof
is $4.300,000.00 increasing to $17.000,000.00 upon satisfaction of Conditions Precedent
listed hereunder in Section 1.
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Facility #2 - Operating Loan Facility (Revolving) — Cdn. $1,700,000.00 to increase to
$5,700,000.00 upon satisfaction of Conditions Precedent listed hereunder in Section 11

- Facility #2 is available by way of Prime-bascd loans in Canadian dollars.

- Notwithstanding the amount of Facility #2 (and except as otherwise provided in the
Repayment section hercot), advances will be limited to the maximum principal amount of
Facility #2.

- FFacility #2 is to be used lor the general corporate purposes, including the 1inCana
Acquisition.

- Advances under Facility #2 may be made 10 the accounts of the Borrower and Bowview
Petroleum Inc. from time to time upon the written direction of the Borrower as noted in
Schedule “B”.

Other Facilities — Foreign Exchange, Interest Rate and Commodity Derivatives

- At Borrower's request, Lender may enter into foreign exchange forward contracts and/or
interest rate and commodity derivatives with Borrower from time to time. I.cnder makes
no commitment to enter into any such contract or derivative and may at any time in its
sole discretion decline to enter into any such contract or derivative. Any Security
Documents will also secure Borrower's liability and obligations pursuant to any such
contracts or derivatives.

2: INTEREST RATES AND PREPAYMENT:
Facility #1:

- Pricing applicable to Facility #1 is as follows:
- Prime-based loans: Interest is payable in Canadian dollars at Prime plus
0.00% per 365-day period
- Letters of Credit/Letters of Guarantee: Fee is 2% per annum with a
minimum fece of $200.00.
- Corporate MasterCard: I‘ces are detailed in the Corporatc MasterCard
documentation.

- Facility #1 may be prepaid in wholc or in part at any time (subject to the notice
periods provided hereunder) without penalty.

Facility #2:

- Prlcmg applicable to Facility #2 is as follows:
Prime-based loans: Interest is payable in Canadian dollars at Prime plus
3.00% per 365-day period until the earlier of November 30, 2008 or
mandatory repayment event. at which point, interest will reduce to Prime
plus 1.00% per 365-day period

- Facility #2 may be prepaid in whole or in part at any time (subjcct to the notice
periods provided hereunder) without penalty.

Form 7530 (Rev 03/07)
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3. REPAYMENT:

Facility #1:

Facility #1 is payable in full on demand by Lender, and Lender may terminate the
availability thercof (including any undrawn portion) at any time without notice.

Facility #1 may revolve in multiples as permitted hereunder, and Borrower may borrow,
repay, reborrow and convert between types of Borrowings, up to the amount and subject
to the notice periods provided hereunder.

Facility #2:

4, FEES:

Form 7530 (Rev 03,07)

Facility #2 is payable in full on demand by Lender, and Lender may terminate the
availability thereof (including any undrawn portion) at any time without notice.

Facility #2 may revolve in multiples as permitted hereunder, and Borrower may borrow,
repay. reborrow and convert between lypes of Borrowings, up to the amount and subject
to the notice periods provided hereunder.

The Borrower will make, on or before November 30, 2008, a mandatory $4,700,000
repayment or permanent $4,700,000 cancellation of availability, as applicable, of
principal under Facility #2 upon receipt of net proceeds from any of the following;:

i) An amount equal to 100% of the net proceeds from any issuance of common
equity received by the Borrower or any Guarantor;

i) An amount equal to 100% of the net proceeds of any subordinated debt provided
by an arm’s length party;

iii) An amount equal to 100% of the net procceds from the sale of any interest in the
Borrower’s or any Guarantors' Borrowing Base properties since the last
Borrowing Base determination in e¢xcess of 5% of such Borrowing 13ase amount,
other than by one Guarantor to another, subject to any repayment obligations to
ATB under the Commitment lectter as a result of any Borrowing Base
redeterminations required by ATB as a result of any such sale; and

iv) An amount equal to 100% of the net proceeds from insurance recoveries in
respect of loss of, or damage to, asscts of the Borrower, or any of the Guarantors,
subject to obligations under the Commitment Letter as a result of any borrowing
base redetermination made by ATB thereunder as a result of the loss of or
damage to an asset, and provided such proceeds are not reinvested to purchasc
assets within 60 days after receipt.

Non-refundable commitment fee of $2.500.00 is payable on acceptance of this offer.
Lender is hereby authorized to debit Borrower’s current account for any unpaid portion
of the fee,
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Non-refundable commitment fee of $71.750.00 is payable upon closing of the EnCana
Acquisition. Lender is hereby authorized 1o debit Borrower's current account for any
unpaid portion of the fee.

Non-refundable renewal fee of $3.300.00 is payable on acceptance of this offer. 1ender is
hereby authorized to debit Borrower's current account for any unpaid portion of the fee,

Any amount in excess of established credit facilities may be subject 1o a fee where
Lender in its sole discretion permits excess Borrowings, if any.

FFor monthly or quarterly reports or statements not received within the stipulated periods
(and without limiting Lender's rights by virtue of such default), Borrower will be subject
lo a fee of $50 per month (per report or statement) for cach late reporting occurrence,
which will be deducted from Borrower's account.

IFor annual reports or statements not received within the stipulated periods (and without
limiting Lender's rights by virtue of such default), Borrower will be subject 1o a fee of
$250 per month (per report or statement) for cach late reporting occurrence, which will
be deducted from Borrower's account.

Non-refundable facility fee is payable monthly on the last day of ecach month, calculated
on the monthly average balance of unused portion of the authorized amount of Facility
#1. Such fee is 0.125% per annum.

Non-refundable facility fee is payable monthly on the last day of each month, calculated
on the monthly average balance of unused portion of the authorized amount of Facility
#2. Such fee is 0.25% per annum.

5. SECURITY DOCUMENTS:

All security documents (whether held or later delivered) (collectively referred to as the "Security
Documents") shall secure all Facilities and all other obligations of Borrower to I.cnder (whether
present or future, direct or indirect, contingent or matured). The parties acknowledge that the
following security documents are currently held:

(a)

(b)

(c)

General Security Agreement from Borrower providing a security interest over all present
and after acquired personal property and a floating charge on all lands;

Continuing Guarantee from Bowview Petroleum Inc. - unlimited, supported by the
following:

- General Security Agreement providing a security interest over all present and
after acquired personal property and a floating charge on all lands;

Subordination and Postponement Agreement between MCC Energy Fund, 1..P., Borrower
and Lender.

The additional security documents required at this time are as follows:

(d)

Interlender Agreement between Subordinated L.enders, Borrower and Lender.

The security documents are registered in the following jurisdictions: Alberta.

Form 7530 (Rev 03.07)
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6. REPRESENTATIONS AND WARRANTIES:

Borrower represents and warrants to Lender that:

(a)

(b)

(©)

(d)

(c)

®

(g)

(h)

()

if a Loan Party is a corporation, it is a corporation duly incorporated, validly existing and
duly registered or qualified to carry on business in the Province of Alberta and in cach
other jurisdiction where it carries on any matcrial business;

if a Loan Party is a partnership, it is a partnership duly created, validly existing and duly
registered or qualified to carry on business in the Province of Alberta and in cach other
Jurisdiction where it carries on any material business;

the execution, delivery and performance by cach Loan Party of this agreement and each
Security Document to which it is a party have been duly authorized by all necessary
actions and do not violate its governing documents or any applicable laws or agreements
to which it is subject or by which it is bound:

no event has occurred which constitutes, or which, with notice, lapse of time, or both,
would constitute, a breach of any provision of this agreement or any Sccurity Document
given in connection herewith;

the most recent financial statements of Borrower and, if applicable, any Guarantor,
provided to Lender fairly present its financial position as of the datc thereof and its
results of operations and cash flows for the fiscal period covered thereby. and since the
date of such financial statements, there has occurred no material adverse change in its
business or financial condition;

all engineering data, production and cash flow projections, and other information and
data provided to Lender by or on behalf of Borrower (including, without limitation, any
engineering reports and land schedules) are true and correct in all material respects as at
the time provided and fairly reflect the interests of the Loan Parties therein net of all
royalties and other burdens affecting the same;

each Loan Party has good and marketable title to all of its properties and asscts, free and
clear of any encumbrances, other than Permitted Encumbrances;

cach Loan Party is in compliance in all material respects with all applicable laws
including, without limitation, all environmental laws, and there is no existing material
impairment to its properties and assets as a result of environmental damage. cxcept to the
extent disclosed in writing to Lender and acknowledged by Lender; and

Borrower has no material Subsidiaries other than Bowview Petroleum Inc.

7. POSITIVE COVENANTS:

Borrower (and, to the extent applicable, each other 1.oan Party) covenants with l.cnder that so
long as it is indebted or otherwise obligated (contingently or otherwise) to Lender. it will do and
perform the lollowing covenants. If any such covenant is to be done or performed by a Guarantor,
Borrower also covenants with Lender to cause Guarantor to do or perform such covenant.

(a)
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Borrower will pay to Lender when due all amounts (whether principal, interest or other
sums) owing by it to Lender from time to time:
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(b)

()

(g)

(h)

6)

(9]

0]

Form 7530 (Rev 03/07)

Borrower will deliver to Lender the Security Documents, in all cases in form and
substance satisfactory to Lender and Lender's solicitor;

Borrower will ensure that at least 95% of its consolidated assets are held by those Loan
Parties which have provided security in favour of Lender;

Borrower will use the proceeds of loans only for the purposes approved by l.ender;

cach Loan Party will maintain its valid cxistence as a corporation or partnership, as the
case may be, and except to the extent any failure to do so could not rcasonably be
expected to have a Material Adverse Eifect. will maintain all licenses and authorizations
required from regulatory or governmental authorities or agencies to permit it to carry on
its business, including, without limitation. any licenses, certificates, permits and consents
for the protection of the environment;

cach Loan Party will maintain appropriate books of account and records relative to the
operation of its business and financial condition;

cach Loan Party will maintain and defend title to all of its property and assets and
continuously carry on and conduct its business in a proper, efficient and businesslike
manner and in accordance with good oilficld practice;

cach Loan Party will maintain appropriatc types and amounts of insurance with Lender
shown as first loss payee on any property insurance covering any assets on which Lender
has security, and promptly advise Lender in writing of any significant loss or damage to
its property;

each Loan Party will provide evidence of insurance to Lender:

i) in situations where Lender has taken a fixed charge on an asset or property
whether on real property or personal property; and

ii) in all other situations, on request;

each Loan Party will maintain, repair and kecep in good working order and condition all of
its property and assets except to the extent any failure to do so could not reasonably be
expected to have a Material Adverse Effect;

each Loan Party will permit Lender, by its officers or authorized representatives at any
reasonable time, to enter its premises and to inspect its plant, machinery, cquipment and
other real and personal property and their operation, and to examine and copy all of its
relevant books of accounts and records (including without limitation, all land records);

Borrower will provide to Lender as soon as possible and in any event;
- within 240 days after the end of cach of its fiscal years:
) for 2009 only, external cngincering report of the Loan Partics' total

proved properties, preparcd by an accredited, independent firm of
consulting petroleum engincers satisfactory to Lender:
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within 120 days after the end of cach of its fiscal years:

()

)

(i)

(V)

V)

external engineering report of the Loan Parties' total proved propertics
(for 2009 only, it may be a mechanical update and excludes the 1:nCana
Acquisition assets) prepared by an accredited, independent firm of
consulting petroleum engincers satisfactory to Lender;

an officer's certificate as to title, attaching thereto a current land schedule
of major producing petrolcum and natural gas reserves held by the Loan
Parties described by leasc (type, date, term, parties), legal description
(wells and spacing units), interest (W.1. or other APO/BPO interests),
overrides (APO/BPO), gross overrides, and other liens, encumbrances,
and overrides;

financial statements of Borrower on a review engagement basis and on a
consolidated basis preparcd by a firm of qualified accountants. Lender
reserves the right to require audited financial statements:

an environmental questionnaire and disclosure statement in the form
requested by Lender;

a compliance certificate exccuted by a senior officer of Borrower in the
form attached hereto as Schedule "A";

within 90 days after the end of each of its fiscal years;

(D

annual capital and revenue budget reports from Borrower for the next
following fiscal year which include gross and/or net oil and gas
production volumes, gross revenues, royalties and other burdens,
operating costs, general & administrative costs, commodity price
assumptions and, if available. a pro forma balance sheet;

within 60 days following the end of cach calendar month,:

0
(1

{1

internally produced financial statements of Borrower for that quarter, and

a compliance certificate exccuted by a senior officer of Borrower in the
form attached hereto as Schedule "A™;

monthly production and revenue reports (operator statcments or
internally generated arca-by-arca summaries) for the f.oan Parties'
producing properties, certiticd by a senior officer of Borrower, clearly
indicating gross and/or nct oil and gas production volumes. gross
revenues, royalties and other burdens, operating costs, etc.;

(m) each Loan Party will provide to Lender on request any further information rcgarding its
assets, operations and financial condition that Lender may from time to time reasonably

require;

(n) Borrower will ensure that all engineering data, production and cash flow projections and
other information and data provided to I.cnder by or on behalf of the I.oan Parties
(including without limitation, any enginecring reports and land schedules) are true and

Form 7530 (Rev 03/07)
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{0)

(p)

q)

(r)

accurate in all material respects as at the time provided and fairly reflect the interests of
the Loan Parties therein net of all royaltics and other burdens affecting the same;

cach Loan Party will remit all sums when due to tax and other governmental authorities
(including, without limitation. any sums in respect of employees and GST). exeept to the
extent any failure to do so could not reasonably be expected to have a Material Adverse
:ffect, and upon request, will provide 1.ender with such information and documentation
in respect thercof as Lender may reasonably require from time to time;

cach Loan Party will cemply with all applicable laws, including without limitation,
environmental laws, except to the extent any failure to do so could not reasonably be
expected to have a Material Adverse Effect:

Borrower will promptly advise Lender in writing, giving reasonable dctails, of (i) the
discovery of any contaminant or any spill. discharge or release of a contaminant into the
environment from or upon any property of a Loan Party which could rcasonably be
expected to result in a Material Adverse Effect, (ii) any event which constitutes, or which
with notice, lapse of time or both, would constitute a breach of any provision hereof or of
any Security Documents, and (iii) each event which has or is reasonably likely to have a
Material Adverse Effect;

Borrower undertakes that, forthwith upon request from Lender, Borrower will grant (or
cause Guarantor to grant) a fixed mortgage and charge to Lender on any or all propertics
of Borrower or Guarantor so designated by l.cnder. Borrower shall promptly provide to
Lender all information reasonably requested by Lender to assist it in that regard,
Borrower and Guarantor acknowledges that this undertaking constitutes present and
continuing security in favour of Lender, and that Lender may file such caveats, security
notices or other filings in regard thereto at any time and from time to time as l.ender may
determine.

8. NEGATIVE COVENANTS:

Borrower (and, to the extent applicable, each other 1.oan Party) covenants with l.ender that while
it is indebted or otherwise obligated (contingently or otherwise) to Lender, it will not do any of
the following, without the prior written consent of l.ender. 1f a Guarantor is not to do an act,
Borrower also covenants with Lender not to permit Guarantor to do such act.

(a)

(b)

Form 7330 (Rev 03/07)

a Loan Party will not create or permit to exist any mortgage, charge, lien, cncumbrance or
other sccurity interest on any of its present or future assets, other than Permitted
Encumbrances;

a Loan Party will not create, incur, assume or allow to exist any Indebtedness other than:

i) trade payables incurred in the ordinary course of business;

ii) any Indebtedness owing to another I.0an Party (but only if that l.0an Party has
provided security in favour of Lendcr);

iii) any Indebtedness secured by a Permitted Encumbrance;

iv) any advances from affiliates/sharcholders which are postponed in all respects to
the Facilities; and
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(c)

(d)

(¢)

()

(&)

(h)

0]

()
(k)

M

(m)

(n)

(0)
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V) any Indebtedness owing to Lender:

a Loan Party will not sell, lecase or otherwise dispose of any assets except (i) inventory
sold, leased or disposed of in the ordinary course of business, (ii) assets sold, leased or
disposed of to another Loan Party (but only if that Loan Party has provided sccurity in
favour of Lender), and (iii) assets sold, lcased or disposed of during a fiscal year having
an aggregate fair market value not exceeding $100,000 for such fiscal year;

a Loan Party will not provide financial assistance (by means of a loan, guarantee or
otherwise) to any person (other than Lender) other than loans permitted under clause (b)
above;

a Loan Party will not pay to or for the benetit of shareholders or persons associated with
shareholders (within the meaning of the Alberta Business Corporations Act) by way of
salaries, bonuses, dividends, management fces, repayment of loans or otherwise, any
amount which would cause a breach of a provision hereof;,

a Loan Party will not reduce its capital or rcdcem, purchase or otherwise acquire, retire or
pay off any of its present or future share capital other than to another Loan Party;

a Loan Party will not amalgamate, consolidate, or merge with any person other than a
Loan Party and then only if no default or cvent of default is then in existence or would
thereafter be in existence, and will not center into any partnership with any other person
unless the partnership becomes a Loan Party hercunder and provides security in favour of
Lender;

a Loan Party will not consent to or facilitatc a change in the ownership of its shares or
allow a material change in its management without the prior written consent of Lender;

a Loan Party will not move or allow any of its assets to be moved to a jurisdiction where
Lender has not registered or perfected the Sccurity Documents;

a Loan Party will not change the present nature of its business;

a Loan Party will not incur capital expenditures in respect of oil or gas properties outside
of the Western Canadian Sedimentary Basin;

a Loan Party will not enter into any crude oil, natural gas or natural gas liquids price
hedging arrangements if as a result thercol more than 50% of its forecasted production
from proved producing reserves would be hedged at the time of determination for the
hedged period, or if the term thereof would cxceed two years;

a Loan Party will not enter into any currency or interest rate hedging arrangement on a
speculative basis;

Borrower will not operate accounts with or otherwise conduct any banking business with
any financial institution other than Lender. other than to the extent expressly permitted in
the definition of Permitted Encumbrances hercunder;

a Loan Party will not allow any pollutant (including any pollutant now on. under or about
such land) to be placed, handled, stored, disposed of or released on, under or about any of
its lands unless done in the normal course of its business and then only as long as it
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9.

10,

complies with all applicable laws in placing. handling, storing, transporting. disposing of
or otherwise dealing with such pollutants, cxeept to the extent any failure to do so could

not reasonably be expected to have a Material Adverse Effect;
{p) Borrower will not utilize Borrowings to finance a hostile takeover;
(q) While Facility #2 remains available, restrictions on dispositions of more than 5% of

Borrower’s shares in Scollard Energy Inc: and

(r) Borrower will not fail to pay or perform any obligation to any third party at the time such
payment or performance is due.

FINANCIAL COVENANTS:

Borrower will not at any time, without the prior written consent of Lender, breach the following
restrictions:

(a) permit the Working Capital Ratio to fall below 1:1.

The above financial ratio shall be maintained at all times and shall be detailed in the compliance
certificate required to be delivered hereunder.

CONDITIONS PRECEDENT:

No Facilities will be available until the following conditions precedent have been satisfied, unless
waived by Lender:

(a) Lender has received all Security Documents and all registrations and filings have been
completed in Alberta, in all cases in form and substance satisfactory to Lender;

(b) Borrower and Guarantors (if any) have provided all authorizations and all financial
statements, appraisals, environmental reports and any other information that I.cnder may
require;

(¢) Lender has received payment of all fees duc in respect hereof;

(d) Lender is satisfied as to the value of Borrower's and any Guarantor's assets and financial

condition, and Borrower's and any Guarantor's ability to carry on business and repay any
amount owed to Lender from time to time;

(e) There is no default hereunder or under any Sccurity Document that the 1.ender is not
aware of and waived;

H All representations and warranties hercunder are true and correct in all material respects
as if made on such date;

(g) Lender has received an officer's certificate as (o title satisfactory to Lender including a
schedule of major producing petroleum and natural gas reserves described by lease (type,
date. term, parties), legal description (wecils and spacing units), interest (W.1. or other
APO/BPO interests), overrides (APO/BPO), gross overrides, and other liens,
encumbrances, and overrides.

Form 7539 (Rev 03.07)
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It is a condition precedent to cach subsequent advance hereunder that, at the time of such
advance, there must be no default hereunder or under any Security Document.

1. CONDITIONS PRECEDENT TO INCREASES IN FACILITIES #1 AND #2:

FFacility #1 availability will increase from $4,300.000 to $17.000.000 and Facility #2 availability
will increase from $1.700,000 to $5,700,000 upon the following conditions precedent being
satisfied:

(a) No later than 9:00 am on September 30, receipt of the credit facility agreement(s)
between Borrower and Subordinated Lenders cvidencing (a) at least $15 million of the
credit facility is a revolving facility available for multiple paydowns and draws for the
Borrower’s capital program for the next three years; and (c) at least $25 million of the
credit facility is in the form of convertible debentures with a tenor of a minimum three
years;

(b) No later than 5:00 pm on October 3, receipt of the final AJM report of the EnCana
Acquisition;

(c) No later than 9:00 am on September 30, receipt of the executed Agreement of Purchase &
Sale and the Lease Issuance, Seismic and Drilling Commitment Agreement for the
EnCana Acquisition;

(d) Evidence that the Borrower has completed. or is concurrently completing, its EnCana
Acquisition subject to no prior charges, licns, encumbrances, or claims against such
interests which would rank prior to the Security Interest of the Lender save and except for
Permitted Encumbrances; and

(e) Lender has received or will concurrently receive Security item 5(d) and all registrations
and filings have been completed in Alberta, in all cases in form and substance
satisfactory to Lender.

12. AUTHORIZATIONS AND SUPPORTING DOCUMENTS

Borrower has delivered or will deliver the following authorizations and supporting documents to

Lender:
- Borrower:
a) Incorporation documents including Certificate of Incorporation, Articles of
Incorporation (including any amendments) and last Notice of Directors;
b) Business Corporation Agrecement;
c) Corporate MasterCard documentation;
d) Environmental Questionnaire & Disclosure Statement;
e) Letter of Application and Agreement for each Letter of Guarantce;
f) Credit Information and Alberta Land Titles Office Name Search Consent Form;

Form 7530 (Rev 03/07)
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Corporate Guarantors:
a) Corporate Guarantee Resolution;

b) Incorporation documents including Certificate of Incorporation, Articles of
Incorporation (including any amendments) and last Notice of Directors.

General:
c) Solicitor Opinion Letter from counsel to Borrower and any Guarantors:
d) Solicitor Opinion Letter from counsel to lender.

Borrower acknowledges that it has been given the opportunity to apply for life and disability
insurance coverage available through Sunlife Assurance Company of Canada Group Policy
51014, and Borrower has declined coverage or is not cligible.

13. DRAWDOWNS, PAYMENTS AND EVIDENCE OF INDEBTEDNESS

Form 7530 (Rev 03.07)

Interest on Prime-based loans is calculated on the daily outstanding principal balance,
and is payable on the last day of each month.

If revolvement of loans is permitted hercunder. principal advances and repayments on
Prime-based loans are to be in the minimum sum of Cdn. $25,000.00 or multiples of it.

If Letters of Credit/Letters of Guarantee arce available hereunder, the term of cach Letter
of Credit/Letter of Guarantee shall not cxceed one (I) year, although automatic
extensions thereof (unless notified by Lender) are permitted. On any demand bcing made
by a beneficiary for payment under a Letter ol Credit/Letter of Guarantee. the amount so
paid shall be automatically deemed to be outstanding as a Prime-based loan under the
relevant Facility.

Borrower shall monitor its Borrowings (including the face amount and maturity date of
each Letter of Credit/Letter of Guarantee) 1o cnsure that the Borrowings hercunder do not
exceed the maximum amount available hercunder. Lender shall have no obligation to
make any Borrowing available in excess of amounts available hereunder.

Borrower shall provide notice to Lender prior to requesting an advance or making a
repayment or conversion of Borrowings hercunder, as follows:

For Borrowings:
- under Cdn. $5,000,000 — same day notice
- Cdn. $5,000,000 and over — one Business Day prior written notice

Borrower may cancel the availability of any unused portion of a Facility on five Business
Days' notice. Any such cancellation is irrevocable.

The annual rates of interest or fees to which the rates calculated in accordance with this
agreement are equivalent, are the rates so calculated multiplied by the actual number of
days in the calendar year in which such calculation is made and divided by 365.



Darian Resources L. September 29, 2008

Page 13

II" the amount of Borrowings outstanding under any lacility, when converted to the
[Equivalent Amount in Canadian dollars, exceeds the amount available under such
Facility, Borrower shall, unless Lender otherwise agrees in its sole discretion,
immediately repay such excess to Lender.

If any amount due hereunder is not paid when due, Borrower shall pay interest on such
unpaid amount (including without limitation. interest on interest) if and 1o the fullest
cxtent permitted by applicable law, at a rate per annum equal to Prime plus 5%,

The branch of Lender (the "Branch of Account") where Borrower maintains an account
and through which the Borrowings will be made available is located at Calgary Main
Stephen Avenue, 239 - 8 Avenue SW. Calguary. Alberta T2P 1B9. Funds under the Credit
Facilities will be advanced into and repaid from account no. 760-1263730-24 at the
Branch of Account, or such other branch or account as Borrower and l.ender may agree
upon from time to time,

Lender shall open and maintain at the Sranch of Account accounts and records
evidencing the Borrowings made available 10 Borrower by Lender under this agreement.
Lender shall record the principal amount of cach Borrowing and the payment of
principal, interest and fees and all other amounts becoming due to Lender under this
agreement. Lender's accounts and records constitute, in the absence of manifest error,
conclusive evidence of the indebtedness of Borrower to Lender pursuant to this
agreement,

Borrower authorizes and directs Lender to automatically debit, by mechanical, clectronic
or manual means, any bank account of Borrower for all amounts payable by Borrower to
Lender pursuant to this agreement. Any amount due on a day other than a Business Day
shall be deemed to be due on the Business Day next following such day, and interest shall
accrue accordingly.

14, MISCELLANEOUS:

(a)

(b)

(©)

Ferm 7330 (Rev 03:07)

All legal and other costs and expenses incurred by Lender in respect of the Facilities, the
Security Documents and other related matters will be paid or reimbursed by Borrower on
demand by Lender.

All Security Documents will be preparcd by or under the supervision of Lender's
solicitors, unless Lender otherwise permits. Acceptance of this offer will authorize
Lender to instruct Lender's solicitors to prepare all necessary Security Documents and
proceed with related matters.

Lender, without restriction, may waive in writing the satisfaction, obscrvance or
performance of any of the provisions of this Commitment Letter. The obligations of a
Guarantor (if any) will not be diminished. discharged or otherwise affected by or as a
result of any such waiver, except to the extent that such waiver relates to an obligation of
such Guarantor. Any waiver by Lender of the strict performance of any provision hercof
will not be deemed to be a waiver of any subsequent default, and any partial exercise of
any right or remedy by Lender shall not be deemed to affect any other right or remedy to
which Lender may be entitled.
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Borrower shall reimburse Lender for any additional cost or reduction in income arising as
a result of (i) the imposition of, or increase in, taxes on payments due to Lender
hereunder (other than taxes on the overall net income of Lender), (ii) the intposition of, or
increase in, any rescrve or other similar requirement, (iii) the imposition of, or change in,
any other condition affecting the Facilitics imposed by any applicable law or the
interpretation thereof.

Lender is authorized but not obligated, at any time, to apply any credit balance, whether
or not then due, to which Borrower or any Guarantor is entitled on any account in any
currency at any branch or office of Lender in or towards satisfaction of the obligations of
Borrower or such Guarantor due to Lender under this agreement or any guarantee granted
in support hereof, as applicable. Lender is authorized to use any such credit balance to
buy such other currencies as may be necessary to effect such application.

Words importing the singular will include the plural and vice versa, and words importing
gender will include the masculine, femininc and neuter, and anything importing or
referring to a person will include a body corporate and a partnership and any entity, in
each case all as the context and the nature of the parties requires.

Where more than one person is liable as Borrower (or as a Guarantor) for any obligation
hereunder, then the liability of cach such person for such obligation is joint and several
with each other such person.

If any portion of this agreement is held invalid or unenforceable, the remainder of this
agreement will not be affected and will be valid and enforceable to the tullest extent
permitted by law.

Where the interest rate for a credit is based on Prime, the applicable rate on any day will
depend on the Prime rate in effect on that day, as applicable. The statement by Lender as
to Prime and as to the rate of interest applicable to a credit on any day will be binding and
conclusive for all purposes.

All interest rates specified are nominal annual rates. The effective annual rate in any case
will vary with payment frequency. All intcrest payable hereunder bears interest as well
after as before maturity, default and judgment with interest on overduc interest at the
applicable rate payable hereunder. To the extent permitted by law, Borrower waives the
provisions of the Judgment Interest Act (Albcrta).

Any written communication which a party may wish to serve on any other party may be
served personally (in the case of a body corporate, on any officer or dircctor thereof) or
by leaving the same at or couriering or mailing the same by registered mail to the Branch
of Account (for Lender) or to the last known address (for Borrower or any Guarantor),
and in the case of mailing will be deemed to have been received two (2) Business Days
after mailing except in the case of postal disruption.

Unless otherwise specified, references hercin to "$" and "dollars” mean Canadian dollars.

If for the purpose of obtaining judgment in any court in any jurisdiction with respect to
this Agreement, it is necessary to convert into the currency of such jurisdiction (the
"Judgment Currency”) any amount duc hercunder in any currency other than the
Judgment Currency, then conversion shall be made at the rate of exchange prevailing on
the Business Day before the day on which judgment is given. For this purpose. rate of
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exchange means the rate at which Lender would, on the relevant date, be prepared to sell
a similar amount of such currency against the Judgment Currency, in accordance with
normal banking procedures. In the cvent that there is a change in the ratc of exchange
prevailing between the Business Day before the day on which judgment is given and the
date of payment of the amount due, Borrower will, on the date of payment. pay such
additional amounts as may be necessary to ensure that the amount paid on such day is the
amount in the Judgment Currency which. when converted at the rate of exchange
prevailing on the date of payment, is the amount then due under this Agreement in such
other currency. Any additional amount duc from Borrower under this paragraph will be
due as a separate debt and shall not be aflected by judgment being obtained for any other
sums due in connection with this Agreement.

(n) This agreement shall be governed by the laws of Alberta.

(0) Lender shall have the right to assign, sell or participate its rights and obligations in the
Facilities or in any Borrowing thereunder, in whole or in part, to one or more persons,
provided that the consent of Borrower shall be required if no default is then in existence,
such consent not to be unreasonably withheld or delayed.

(p) Borrower shall indemnify Lender against all losses, liabilities, claims, damages or
expenses (including without limitation legal ¢xpenses on a solicitor and his own client
basis) (i) incurred in connection with the entry into, performance or enforcement of this
agreement, the use of the Facility proceeds or any breach by Borrower or any Guarantor
of the terms hereof or any document related hereto, or (ii) arising out of or in respect of:
(A) the release of any hazardous or toxic waste or other substance into thc cnvironment
from any property of Borrower or any of its Subsidiaries, and (B) the remcdial action (if
any) taken by Lender in respect of any such release, contamination or pollution. This
indemnity will survive the repayment or cancellation of any of the Facilities or any
termination of this agreement.

Q) Time shall be of the essence in all provisions of this agreement.
(r) This agreement may be executed in counterpart.
(s) Allan Holme, Carscallen LLP is designated as L.ender’s solicitor.

15. NEXT REVIEW DATE:

All demand Facilities are subject to review by Lender at any time in its sole discretion, and at least
annually. The next annual review date has been set for September 30, 2009 but may be set at an carlier or
later date at the sole discretion of Lender.

16. DEFINITIONS:

"Borrowing Base" means the number determined by Lender based on a lending value assigned to the net
present value of the total proved oil and gas properties of 13orrower and Guarantor, as dctermined by
Lender in its sole discretion in accordance with its customary practices and standards for oil and gas loans
using such reasonable assumptions as may be determined by Lender in its sole discretion.

"Borrowings" means all amounts outstanding under the l'acilities, or if the context so requires, all
amounts outstanding under one or more of the Facilities or under one or more borrowing options of one
or more of the Facilities.

Form 7530 (Rev 03/07)
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"Business Day" means a day, excluding Saturday and Sunday. on which banking institutions arc open for
business in the province of Alberta and, when used in conncction with a Libor-based loan, means a day on
which dealings in U.S. currency deposits may also be concluded by and between leading banks in the
London inter-bank market.

"Current Assets" means, for a day, the amount of current assets of Borrower as dectermined in
accordance with GAAP on a consolidated basis.

"Current Liabilities" means, for a day, the amount of current liabilities of Borrower as determined in
accordance with GAAP on a consolidated basis.

"Equivalent Amount" means, with respect to an amount of any currency, the amount of any other
currency required to purchase that amount of the first mentioned currency through Lender in accordance
with normal banking procedures.

"Generally Accepted Accounting Principles” or "GAAP" means generally accepted accounting
principles as may be described in the Canadian Institute of’ Chartered Accountants Handbook and other
primary sources recognized from time to time by the Canadian Institute of Chartered Accountants.

“Indebtedness” means all present and future obligations and indebtedness of a person, whether direct or
indirect, absolute or contingent, including all indebtedness for borrowed money, all obligations in respect
of swap or hedging arrangements and all other liabilities which in accordance with GAAP would appear
on the liability side of a balance sheet (other than items of capital, retained earnings and surplus or
delerred tax reserves).

"Loan Parties" means the Borrower and all Guarantors other than any individual Guarantors, and "Loan
Party" means any of them.

"Material Adverse Effect” means a material adverse effect on:
(a) the financial condition of Borrower or of any Guarantor; or

(b) the ability of Borrower or any Guarantor to repay amounts owing hercunder or under its
guarantee in respect hereof.

"Permitted Encumbrances” means, in respect of the Borrower and any Guarantor, the following;:
(a) liens for taxes, assessments or governmental charges not yet due or delinquent or the
validity of which is being contested in good laith;
(b) liens arising in connection with workers' compensation, unemployment insurance,
pension, employment or other social benefits laws or regulations which are not yet due or

delinquent or the validity of which is being contested in good faith;

(c) liens under or pursuant to any judgment rendered or claim filed which are or will be
appealed in good faith provided any execution thereof has been stayed;

(d) undetermined or inchoate liens and charges incidental to construction or current

operations which have not at such time been filed pursuant to law or which relate to
obligations not due or delinquent;

Form 7530 (Rev 03/07)
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licns arising by operation of law such as builders' liens, carriers' liens, materialmens' liens
and other liens of a similar nature which relate to obligations not due or delinquent;

easements, rights-of-way, servitudes or other similar rights in land (including. without in
any way limiting the generality of the forcgoing, rights-of-way and scrvitudes for
railways, sewers, drains, gas and oil pipclines. gas and water mains, clectric light and
power and telephone or telegraph or cable television conduits, poles, wires and cables)
granted to or reserved or taken by other persons which singularly or in the aggregate do
not materially detract from the value of the land concerned or materially impair its use in
the operation of the business of Borrower or such Guarantor;

security given to a public utility or any municipality or governmental or other public
authority when required by such utility or municipality or other authority in connection
with the operations of Borrower or such Guarantor, all in the ordinary course of its
business which singularly or in the aggregate do not materially impair the operation of
the business of Borrower or such Guarantor;

the reservation in any original grants from the Crown of any land or interests therein and
statutory exceptions to title;

liens created or arising in the ordinary course of the oil and gas business in respect of the
Joint operation of oil and gas properties and rclated production and processing facilities
or arrangements for the processing, trcating, transmission or transportation of
hydrocarbon substances, provided such licns are not in respect of obligations which are
due or delinquent and do not materially reduce the value of the oil and gas propertics
affected by such liens;

penalties arising in the ordinary coursc of business under non-participation or
independent operations provisions of operating agreements as a consequence of an
election not to participate in drilling or other operations;

the provisions of operating agreements, pooling agreements, unitization agreements and
other similar arrangements entered into in the ordinary course of the oil and gas business
which do not materially affect the value of the oil and gas properties which are subject
thereto;

royalties, net profits interests and similar encumbrances and rights to convert any of them
to working interests which are created in the ordinary course of the oil and gas business;
provided that if any of the foregoing relate to oil and gas properties, full disclosure
thereof is made in any engineering reports required to be delivered to Lender from time
to time in respect of such oil and gas propertics;

rights of first refusal and similar preferential rights created in the ordinary course of the
oil and gas business;

operating leases;
capital lease transactions (according to GAAP) or sale-leaseback transactions where the

indebtedness represented by all such transactions does not at any time exceed $100.000 in
aggregate,
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{p) security interests granted or assumed to finance the purchase of any property or assct (a
"Purchase Money Security Interest") where:

i) the security interest is granted at the time of or within 60 days after the purchase,
i) the security interest is limited to the property and assets acquired. and
iii) the indebtedness represented by all Purchase Money Security Intcrests does not

at any time exceed $100,000 in aggregate;
(Q security interests or liens (other than those hereinbefore listed) of a specific nature (and
excluding for greater certainty floating charges) on properties and assets having a fair
market value not in excess of $100,000 in aggregate;

(r) security interest granted to a party who has subordinated its security interest to the
Lender.

"Prime" means the prime lending rate per annum established by Lender from time to time for commercial
loans denominated in Canadian dollars made by Lender in Canada.

"Subsidiaries" means

(a) a person of which another person alone or in conjunction with its other subsidiaries owns
an aggregate number of voting shares sufficient to elect a majority of the directors
regardless of the manner in which other voting shares are voted; and

(b) a partnership of which at least a majority of the outstanding income interests or capital
interests are directly or indirectly owned or controlled by such person,

and includes a person in like relation to a Subsidiary.

"Subordinated Facilities" means the credit facilities between the Borrower and the Subordinated
Lenders that are subordinated to the Lender.

"Subordinated Lenders" means SJ Capital Corp., S.P.L.II. Investments Ltd., Julmar ltoldings Ltd.,
Shawana Estates Ltd., and KYAL Energy Inc.

"Working Capital Ratio" means, at any time, the ratio of (i) Current Assets plus any undrawn

availability under the Facilities and Subordinated Facilitics, to (ii) Current Liabilities less (to the extent
included therein) any amount drawn under the Facilities and Subordinated Facilities,

Form 7530 (Rev 03/07)



SCHEDULE "A"

CONTAINING FORM OF COMPLIANCE CERTIFICATE

l'o: Alberta Treasury Branches
Corporate Financial Services
300,239 8" Ave SW
Calgary, AB T2P 1B9
Attention: Brad Heck

1, hereby certify as of the date of this certificate as follows:

(a) I am the linsert title] of Darian Resources Ltd. ("Borrower")
and | am authorized to provide this certificate to you tor and on behalf of Borrower.

(b) This certificate applies to the [fiscal quarter/fiscal year] ending

(c) I am familiar with and have examined the provisions of the letter agreement (the
"Agreement") dated , 20 between  the
Borrower and Alberta Treasury Branches ("Lender"), as lender, and have made
reasonable investigations of corporate records and inquiries of other officers and senior
personnel of Borrower and of any Guarantor. Terms defined in the Agreement have the
same meanings when used in this certificate.

(d) No event or circumstance has occurred which constitutes or which, with the giving of
notice, lapse of time, or both, would constitutc a breach of any covenant or other term or
condition of the Agreement and there is no reason to believe that during the next fiscal
quarter of Borrower, any such event or circumstance will occur.

OR

We are or anticipate being in default of the following terms or conditions. and our
proposed action to meet compliance is sct out below:

Description of any breaches and proposed action to remedy:

(e) Our financial ratios are as follows:
i) the Working Capital Ratio is :1, being not less than the required ratio of [:1;
) The detailed calculations of the foregoing ratios and covenants are sct forth in the

addendum annexed hereto and are true and correct in all respects.

This certificate is given by the undersigned officer in his/her capacity as an officer of the Borrower
without any personal liability on the part of such officer.

Dated this day of , 20

Darian Resources Ltd.

Per:
Name:
Title:

Form 7530 (Rev 03.07)
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APPENDIX
(i) the Working Capital Ratio is :1, calculated as tollows:

Current Assets:

+ undrawn availability under Facilities and Subordinated Facilities:

divided by:

Current Liabilities excluding any amount drawn under Facilities and
Subordinated Facilities:

Form 7530 (Rev. 93/07)



SCHEDULE B~

"} Revolving Loan Facility Funds Distribution

Date:

Alberta Treasury Branches

Corporate Financial Services, Energy Group
300,239 - 8™ Avenue S.W.

Calgary, AB.

T2P 1B9

Attn: Brad Heck, Relationship Manager

Please distribute available funds under Facility #1 & #2 ("Revolving Loan Facilitics™) as follows
between the Borrower (“Darian Resources Ltd.”) and the Guarantor ("Bowview Petroleum Inc.™):

CURRENT NEW
Account Facility #1 Facility #2 Facility #1 Facility #2
e Darian Resources Ltd. $ $ $ S
- % 760-1263730-61
Bowview Petroleum Inc. $ 5 $ S
760-1221221-01
Total $ $ $ S

The Borrower acknowledges that all advances under Faci lity #1 & #2 remain as direct obligations of
the Borrower and, insofar as funds are made available to the Guarantor, they are made available on
the direction of the Borrower.

Yours truly,

Dated this day of , 20

Darian Resources Ltd.

Per:

Per:

J

Form 7530 (Rev 03/07)
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September 29, 2008

Darian Resources Ltd.

Bow Valley Square 2

Suite 1700, 205 - 5™ Avenue S.W.
Calgary, Alberta T2P 2V7

Attention:

J Lixeeution Version|

—
THIS 1S EXHIBIT". ...t
teferred to in the Afﬂdawt of
) Goost .'S.QL
Swarn betbre me this . LL...
Day it E€ko 1 AD. 2010
%

ACOMMSS! ONER FOR OATHS
IN AND FOR THE PROVINCE OF ALBERTA

Rebecca Lewis

Mr. Lyle Furber Barrister & Solicitor

Chief Financial Officer

Dear Mr. Bartlett:

The undersigned Lender is pleased to offer the credit facility described below (thc "Facility"),
subject to the following terms and conditions:

Borrower:

Lender:

Interpretation:

Facility:

Purpose:

Availability:

Closing Date:

Stated Maturity:

Repayment:

Darian Resources Ltd. (the "Borrower")

KYAL Energy Inc.
(the "Lender")

Unless otherwise provided, all dollar amounts are in Canadian currency and
accounting terms are to be interprcted in accordance with gencrally accepted
accounting principles consistently applied which are in effect from time to time
in Canada ("GAAP").

Purchase by the Lender of a sccurcd convertible debenturc in an aggregate
principal amount of not less than $2,500,000 nor greater than $3,750.000.

To fund ongoing operations of the Borrower.

The Facility will become availablc for drawdown or access for the specified
Purpose with $2,500,000 to be advanced by the Lender on or before October 15,
2008 and with up to an additional $1,250,000, at the sole discrction of the
Lender, to be advanced on or beforc October 31, 2008 all upon satisfaction of the
Conditions Precedent set out below.

September 29, 2008.
September 29, 2011 (the "Maturity Date").

Interest only until stated maturity. Bullet repayment of all outstanding
Obligations on the Maturity Date.

Page 1 of 11
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Mandatory
Prepayments:

Voluntary
Prepayments:

Interest

Security:

Representations &
Warranties:

None.

Any prepayments are subject to the provisions of the Convertible Debenture.

Interest on advances outstanding shall accrue daily and be payable monthly in
arrears, at a rate per annum equal to the ATB Prime Rate plus three percent (3%)
per annum, and shall be paid on the last Business Day of each month.

All interest payable under this Letter Agreement shall be payable both before and
after default, demand, maturity and judgment.

The following security shall be provided to evidence or support all indebtedness
and liability of the Borrower to the Lender, in form and substance satisfactory to
the Lender, and shall be registered in second position (unless otherwise
indicated) in favour of the Lender (collectively, the "Security"):

1. A separate subordinated convertible debenture, in the principal amount of
$3,750,000, in favour of the Lender (the "Convertible Debenture").

2. Interlender agreement among the Borrower, Alberta Treasury Branches, the
Lender and SJ Capital Corp., Shawana Estates Ltd., Julmar Holdings Ltd.
and S.P.L.H. Investments Ltd.

The Borrower represents and warrants to the Lender as follows, all of which shall
be deemed to be continually repeated so long as any Obligations remain unpaid:

1. the Borrower is a valid and subsisting corporation, in good standing under
the laws of the Province of Alberta, is duly qualified to carry on business in
the Province of Alberta, and is a "private issuer" for purposes of the
Securities Act (Alberta);

2. the Borrower has all necessary corporate power and authority to carry on its
business, to own or lease its properties and assets, and to execute, deliver and
perform its obligations under this Letter Agreement and the Security;

3. this Letter Agreement and the Security have been duly authorized, executed
and delivered by the Borrower and constitute its legal, valid and binding
obligations, enforceable against the Borrower in accordance with their
respective terms;

4. the execution and delivery of the Letter Agreement and the Security will not
conflict with, contravene or result in a breach of any of the Borrower’s
constating documents, any material licenses or permits or any material
contract to which it is a party or by which it or its properties are bound,
except to the extent that any such conflict, contravention or breach would not
reasonably be expected to have a Material Adverse Effect;
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Positive Covenants:

the Borrower is in compliance with all applicable laws, including without
limitation, applicable environmental laws and regulations, except to the
extent that any such non-compliance would not reasonably be expected to
have a Material Adverse Effect, and the Borrower has not received notice of
any non-compliance with any applicable laws or regulations;

no litigation or other proceedings are pending or threatened which could, if
determined against the Borrower, result in a Material Adverse Effect;

the Borrower has filed all remittances and tax returns required to be made by
it, all due taxes have been paid, and there are no tax arrears outstanding;

the Borrower maintains adequate insurance with reputable insurance
companies in such amounts and covering such risks as are usually carried by
prudent owners engaged in similar businesses and operating similar
properties as the Borrower; and

there exists no default or Event of Default under this Letter Agreement or
any other agreement entered into by the Borrower which has occurred and is
continuing.

Conditions Precedent: Prior to making the initial advance hereunder available to the Borrower:

The Lender shall have received, each in form and substance satisfactory to
the Lender and their counsel, the following:

a. this Letter Agreement duly executed by the Borrower;

b. all Security described above to which the Borrower is a party;

c. aCertificate of Status (Alberta) in respect of the Borrower;

d. a certified copy of the resolutions of the directors of the Borrower,
with respect to the authorization, execution and delivery of the Letter

Agreement and the Security to which it is a party; and

e. such other documents, certificates and opinions which the Lender
may reasonably request.

The security interests granted to the Lender shall have been registered at
Alberta Personal Property Registry.

No breach or Event of Default hereunder has occurred and is continuing, or
would occur as a result of making the initial advance hereunder.

All representations and warranties under this Letter Agreement shall be true
and correct in all material respects.

The Borrower shall:
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pay or cause to be paid when due all principal, interest, fees and other
amounts payable by it on the dates and times specified herein;

observe and comply with all of the other terms and conditions of this Letter
Agreement and the Security, and any other agreements entered into with the
Lender from time to time;

maintain its corporate existence and status in good standing, and continue to
carry on the business currently being carried on by it at the date hereof;

provide all information and financial data as is available in the normal course
of business of the Borrower as the Lender may reasonably request from time
to time;

pay or cause to be paid when due all lawful taxes, assessments and
government charges;

comply with all applicable laws, regulations and directives including without
limitation those relating to the environment, whether for protection,
preservation, clean-up or otherwise, and obtain and maintain all necessary
permits, licenses and other authorizations in connection therewith except to
the extent failure to so comply would not reasonably be expected to have a
Material Adverse Effect;

promptly notify the Lender of the occurrence of (i) any event or circumstance
(including any material litigation or similar proceedings commenced or
threatened against it) which may result in a Material Adverse Effect, or (ii)
any breach, default or Event of Default under this Letter Agreement or the
Security;

provide such additional documentation as may be reasonably required by the
Lender from time to time;

maintain insurance with reputable insurance companies in such amounts and
covering such risks as usually carried by prudent owners engaged in similar
businesses and operating similar properties, and upon the Lender’s request
provide evidence of such insurance including certified policies; and

provide the Lender with all credit agreements, facility letters and other
agreements and instruments now in force or hereafter entered into pursuant to
which the Borrower has incurred, or may at any time in the future incur,
indebtedness or liability to Alberta Treasury Branches and all agreements or
instruments amending, modifying, supplementing or restating the same (each
such agreement or instrument being an "ATB Credit Document”). The
Lender, at its option, may require that this Agreement and the Convertible
Debenture, if applicable, be amended or amended and restated to include
herein and in the Convertible Debenture any term, condition, representation,
covenant or event of default which is contained in an ATB Credit Document
but is not contained herein or in the Convertible Debenture, and the Borrower
shall enter into such amendment or restatement hereto and to the Convertible
Debenture that the Lender reasonably requests in order to give effect thereto,
all in form and substance satisfactory to the Lender, acting reasonably.
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Negative Covenants:

The Borrower shall not, without the prior written consent of the Lender:

1.

create or permit to exist any mortgage, charge, lien, encumbrance or other
security interest on any of its present or future assets, other than Permitted
Liens;

create, incur, assume or allow to exist any indebtedness other than (i) trade
payables incurred in the ordinary course of business, (ii) any indebtedness to
an affiliate that has also provided security to the Lender, (iii) any
indebtedness secured by a Permitted Lien, (iv) indebtedness to Alberta
Treasury Branches to a maximum principal amount as provided for in the
ATB Credit Agreement as of the date hereof, (v) the Obligations under this
Letter Agreement, and (vi) indebtedness to SJ Capital Corp., Shawana
Estates Ltd., Julmar Holdings Ltd. and S.P.L.H. Investments Ltd. under
convertible debentures on substantially the same terms and conditions to the
Convertible Debenture granted to the Lender and under a Demand Fixed and
Floating Charge Debenture granted by the Borrower;

sell, lease or otherwise dispose of any assets except (i) inventory sold, leased
or disposed of in the ordinary course of business, (ii) assets sold, leased or
disposed of to an affiliate of the Borrower that has also provided security to
the Lender, and (iii) assets sold, leased or disposed of during any fiscal year
having an aggregate fair market value not exceeding $100,000 for such fiscal
year;

provide any financial assistance (by means of a loan, guarantee or otherwise)
to any person (other than Alberta Treasury Branches) other than in respect of
loans permitted under clause (2) above;

pay to or for the benefit of shareholders or persons associated with
shareholders (within the meaning of the Business Corporations Act
(Alberta)) by way of salaries, bonuses, dividends, management fees,
repayment of loans or otherwise, any amount which would cause a breach of
a provision of this Letter Agreement or the Security;

reduce its capital or redeem, purchase or otherwise acquire, retire or pay off
any of its present or future share capital other than to an affiliate that has also
provided security to the Lender;

amalgamate, consolidate or merge with any person other than an affiliate that
has also provided security to the Lender, and then only if no default or Event
of Default is then in existence or would thereafter be in existence, and will
not enter into any partnership with any other person unless the partnership
provides security in favour of the Lender;

consent to or facilitate a change of ownership of its shares or allow a material
change in its management;

move or allow any of its assets to be moved to a jurisdiction where the
Borrower has not registered or perfected the Security;
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Reporting
Requirements:

I1.

12.

13.

14.

16.

17.

. change the present nature of its business;

incur capital expenditures in respect of oil and gas properties outside of the
Western Canadian Sedimentary Basin;

cnter into any crude oil, natural gas or natural gas liquids price hedging
arrangements if as a result thereof more than 50% of its forecasted
production from proved producing reserves would be hedged at the time of
determination for the hedged period, or if the term thereof would exceed two
years;

enter into any currency or interest rate hedging arrangement on a speculative
basis;

operate accounts with or otherwise conduct any banking business with any
financial institution other than Alberta Treasury Branches, other than to the
extent expressly permitted in the definition of Permitted Liens hereunder;

. allow any pollutant (including any pollutant now on, under or about such

land) to be placed, handled, stored, disposed of or released on, under or about
any of its lands unless done in the normal course of its business and then only
as long as it complies with all applicable laws in placing, handling, storing,
transporting, disposing of or otherwise dealing with such pollutants, expect
to the extent any failure to do so could not reasonably be expected to
materially adversely effect the Borrower or its business;

finance a hostile takeover; or

while "Facility #2" (as defined in the ATB Credit Agreement) remains
available, dispose of more than 5% of its shares in Scollard Energy Inc.

The Borrower shall cause to be prepared and delivered to the Lender the
following information:

I.

Within 120 days after the end of each of its Fiscal Years:

a. financial statements of the Borrower on a review engagement basis
and on a consolidated basis prepared by a firm of qualified
accountants; provided that if Alberta Treasury Branches shall require
audited financial statements, then the Borrower shall also provide the
Lender with such audited financial statements;

b. external engineering report of total proved properties (for 2009 only,
excluding the assets to be purchased from EnCana pursuant to the
Asset Acquisition) prepared by an accredited, independent form of
consulting petroleum engineers satisfactory to the Lender;

c. an officer’s certificate as to title, attaching thereto a current land

schedule of major producing petroleum and natural gas reserves
described by lease, legal description, interest, overrides, gross
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