Bankruptcy No.
IN THE COURT OF QUEEN’S BENCH OF ALBERTA
IN BANKRUPTCY

IN THE MATTER OF THE BANKRUPTCY OF | hereby certify this to be &
ADVANTAGE OILFIELD GROUP LTD. true oop/yéof vie original.

APPLICATION

for Reglstrar in Banknlp

ROYAL BANK OF CANADA (“RBC”) of Edmonton, in the Province of Alberta and
elsewhere throughout Canada, hereby makes application to this Honourable Court that Advantage
Oilfield Group Ltd. (“Advantage”) be adjudged bankrupt, that a Bankruptcy Order be made in
respect of the property of Advantage, of Edmonton, in the Province of Alberta, lately carrying on
business at Edmonton, Alberta, and that the time for service of this Application and the Affidavit of
Truth in support be abridged to the time actually given and that service be deemed good and

sufficient, and says that:

1. Within the year immediately preceding the date of the initial bankruptcy event, Advantage
had carried on business in Edmonton, Alberta, and that Advantage had resided during the
year immediately preceding the date of the initial bankruptcy event in Edmonton, Alberta,

each, within the jurisdiction of this Honourable Court.

2. Advantage is justly and truly indebted to RBC in the sum of $3,725,327.15 plus interest from
and after August 16, 2010, plus costs and indebtedness outstanding pursuant to a guarantee
granted by Advantage in respect of the indebtedness of Ranco Holdings Ltd.

3. RBC holds security for the payment of the sum of $3,725,327.15 plus interest from and after

August 16, 2010 and costs and estimates the value of such security at approximately
$59,055.76. -

4. Advantage within the six (6) months next preceding the date of the filing of this Application
has failed to meet its liabilities generally as they became due in that it has failed to pay the

outstanding indebtedness as set out above.
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5. In addition to the indebtedness outstanding to RBC, Advantage has failed to pay outstanding

obligations to, inter alia:

(a) UFA Co-operative Limited in the sum of $202,559.44;

(b) Pro Pile Inc. in the sum of $73,415.23;

(©) Finning International Inc. in the amount of $71 ,396.32; and
(d)  AMEX Bank of Canada in the amount of $105,775.42.

6. Emnst & Young Inc. of the City of Calgary, in the Province of Alberta is a person qualified to

act as Trustee of the property of Advantage and has agreed to act as such and is acceptable to the

Application Creditor.

DATED at the City of Edmonton, in the Province of Alberta, this C{ day of

i » 2010.

/ (Ha /;/}

Witness

Issued at the City of Edmonton,
in the Province of Alberta,

this_ (o day of O CA , 2010.

L.A. SMART SE Al
Registrar of Bankruptcy
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ROYAL BANK OF CANADA
Per: ° . /\ J
 —




AFFIDAVIT OF EXECUTION

CANADA ) I, Colleen Cust
)
PROVINCE OF ALBERTA ) of Edmonton,
)
TO WIT: ) in the Province of Alberta

MAKE OATH AND SAY:

I. THAT I was personally present and did see David W. J ohnson, a duly authorized Account
Manager of Royal Bank of Canada named in the within instrument, who is personally known to me

to be the person named therein, duly sign and execute the same for the purposes named therein.

2. THAT the same was executed at the City of Edmonton, in the Province of Alberta, and that [

am the subscribing witness thereto.

3. THAT Iknow the said David W. Johnson and he is, in my belief, of the full age of eighteen

years.

SWORN BEFORE ME at the City of
Edmonton, in the Province of Alberta,

)
,‘ )
this 47 _day of_slcf ,2010. )
o )

.- ) P

ol e b / Sl it (’ ) g

A Commlssmner for Oaths in and for the )
Province of Alberta )

CORINNT ¢.1 DANIF 18
MY CoMMISeIny /

wyas, 257
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NOTICE OF HEARING

TO:  Advantage Oilfield Group Ltd.

TAKE NOTICE that an Application that a Bankruptcy

Order being made in respect of your property will be
heard before Registrar in
Bankruptcy and Insolvency Chambers at the Law
Courts, Edmonton, Alberta, at 2:00 o’clock in the
afternoon on Thursday, the 14th day of October, 2010
or so soon thereafter as the Application can be heard.

AND FURTHER TAKE NOTICE that if notice of
cause against the Application Creditor is not filed in
Court and a copy thereof served on the solicitor for the
Application Creditor at least two days before the
hearing and if you do not appear at the hearing the
Court may make a Bankruptcy Order on such proof of
the statements in the Application as the Court shall
think sufficient.

DATED at the City of Edmonton, in the Province of
Alberta, this 6th day of October, 2010.

EDMDOCS|RRUTMAN|2853593-1
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IN THE COURT OF QUEEN’S BENCH OF
ALBERTA
IN BANKRUPTCY

IN THE MATTER OF THE BANKRUPTC
OF
ADVANTAGE OILFIELD GROUP LTD

APPLICATION

FRASER MILNER CASGRAIN LLP
Barristers and Solicitors
2900, 10180 - 101 Street
Manulife Place
Edmonton, Alberta
T5J 3V5

Solicitor: Ray C. Rutman
Telephone: (780) 423-7246
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Bankruptcy No.

IN THE COURT OF QUEEN’S BENCH OF ALBERTA
IN BANKRUPTCY

IN THE MATTER OF THE BANKRUPTCY OF
ADVANTAGE OILFIELD GROUP LTD.

AFFIDAVIT OF TRUTH OF STATEMENTS IN APPLICATION

I, David W. Johnson, of the City of St. Albert, in the Province of Alberta, Banker,
MAKE OATH AND SAY THAT:

1. I 'am an account manager employed by Royal Bank of Canada (“RBC”), the Application
Creditor. I have reviewed the records of RBC kept in its ordinary course of business in
relation to Advantage Oilfield Group Ltd. (“Advantage”) and as such I have a personal
knowledge of the matters hereinafter deposed to except where stated to be based upon

information and belief and where so stated I do verily believe the same to be true.

2. An Order was granted in the Court of Queen’s Bench, Judicial District of Edmonton, Action
Number 1003 02172 (the “Receivership Action”) on February 12, 2010 by the Honourable
Mr. Justice B.R. Burrows (the “Receivership Order”) which appointed Ernest & Young Inc.

(the “Receiver”) as receiver of the property of Advantage (and others).
3. Attached to my Affidavit as Exhibit “A” is a copy of the Receivership Order.

4. By the Receivership Order, RBC was given leave to commence and proceed with a

bankruptcy application in relation to Advantage.
5. RBC is a bank to which the Bank Act (Canada) applies.

6. Advantage is justly and truly indebted to RBC in the sum of $3,725,327.15 plus interest from
and after August 16, 2010, plus costs and guaranteed indebtedness as stated in the
Application.
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7. Attached to my Affidavit collectively as Exhibit “B” are true copies of entries in the ordinary
books or records of RBC. The entries were made in the ordinary and usual course of
business and the books and records were at the time of the entries one of the ordinary books

or records of RBC. Exhibit “B” is evidence of the indebtedness of Advantage to RBC.

8. As security for the indebtedness of Advantage to RBC, Advantage granted to RBC a General
Security Agreement securing all present and after acquired personal (and other) property.

Attached to my Affidavit as Exhibit “C” is a copy of the subject General Security Agreement.
9. I estimate the value of the above referenced security at approximately $59,055.76.

10. ' have been informed by the Receiver that Advantage is indebted to persons other than RBC
and that such indebtedness includes, without limitation:

(a) UFA Co-operative Limited in the sum of $202,559.44;

(b)  Pro Pile Inc. in the sum of $73,415.23;

(c) Finning International Inc. in the amount of $71 ,396.32; and
(d)  AMEX Bank of Canada in the amount of $105,775.42.

11. I do verily believe that all of the above indebtedness is truly owing and in default.

12. With the exception of the information referred to in relation to the indebtedness outstanding
to other creditors (which I believe to be true), the facts alleged in the application are, within

my own knowledge true.

13. I make this Affidavit bona fide in support of an application for a Bankruptcy Order in

relation to Advantage.

SWORN BEFORE ME at the City of )
Edmonton, in the Province of Alberta, this )

T dayof Cctehy 2010 ) ,
- e . - " //) . ‘\
4 N [( /z,wf%) DAVID W. JOHNSON

A Commissioner for Oaths in and for the
Province of Alberta

CORINN £.1. DANIFLS
MY Commiseny £y L, s

Y2y, s 2
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This is Exhibit “A” referred to in the
Affidavit of David W. Johnson

4
Sworn before me this 4+ day
of C vy, - , A.D. 2010

// I

S ‘
/ ORI,

A Commissioner for OQaths
In and for the Province of Alberta

CORINNT 0.L. DANIFI S
MY COMMIST oy ry s

s, S ) ’g



Action No. 1003 02172
IN THE COURT OF QUEEN’S BENCH OF ALBERTA

JUDICIAL CENTRE OF EDMONTON

BETWEEN:

ROYAL BANK OF CANADA

Plaintiff
-and -
ADVANTAGE OILFIELD GROUP LTD.,,
NORTH PAW ENERGY SERVICES LTD
RANCO HOLDINGS LTD., 1208362 ALBERTA LTD.
and CHRISTOPHER BRUINS
Defendants

BEFORE JUSTICE 64 B rvow s
' ON FRIDAY THE 12TH DAY OF

IN CHAMBERS, LAW COURTS, FEBRUARY, 2010.

EDMONTON, ALBERTA

RECEIVERSHIP ORDER

UPON the application of Royal Bank of Canada (“RBC”); AND UPON having
read the Notice of Motion and the Affidavit of an officer of RBC, filed; AND UPON having read
the consent of Emst & Young Inc. to act as receiver (the “Receiver”) of the property of
Advantage Oilfield Group Ltd. (“Advantage”), North Paw Energy Services Ltd. (“North”) and
Ranco Holdings Ltd. (“Ranco”) (individually and collectively the “Corporation™), filed; AND
UPON hearing counsel for RBC; IT IS HEREBY ORDERED AND DECLARED THAT:

SERVICE

1. The time for service of the notice of application for this order is hereby abridged and
service thereof is deemed good and sufficient.



APPOINTMENT

2. Pursuant to Section 13(2) of the Judicature Act, R.S.A. 2000, ¢.J-2 and Section 243(1) of
the Bankruptcy and Insolvency Act, R.S.C. 1985 ¢.B-3 as amended, Emst & Young Inc. is
hereby appointed receiver without security, of all of the Corporation’s current and future
assets, undertakings and properties of every nature and kind whatsoever, and wherever

situate including all proceeds thereof (the “Property”).

RECEIVER’S POWERS

3. The Receiver is hereby empowered and authorized, but not obligated, to act at once in
respect of the Property and, without in any way limiting the generality of the foregoing,
the Receiver is hereby expressly empowered and authorized to do any of the following

where the Receiver considers it necessary or desirable:

(a) to take possession and control of the Property and any and all proceeds, receipts
and disbursements arising out of or from the Property;

(b) to receive, preserve, protect and maintain control of the Property, or any part or
" parts thereof, including, but not limited to, the changing of locks and security
codes, the relocating of Property to safeguard it, the engaging of independent
security personnel, the taking of physical inventories and the placement of such
insurance coverage as may be necessary or desirable;

© to manage, operate and carry on the business of the Corporation, including the
powers to enter into any agreements, incur any obligations in the ordinary course
of business, cease to carry on all or any part other business, or cease to perform
any contracts of the Corporation;

(d) to engage consultants, appraisers, agents, experts, auditors, accountants, managers,
counsel and such other persons from time to time and on whatever basis, including
on a temporary basis, to assist with the exercise of the powers and duties conferred
by this Order;

(e) to purchase or lease such machinery, equipment, inventories, supplies, premises or
other assets to continue the business of the Corporation or any part or parts thereof;,

® to receive and collect all monies and accounts now owed or hereafter owing to the
Corporation and to exercise all remedies of the Corporation in collecting such
monies, including, without limitation, to enforce any security held by the
Corporation; '

(g) to settle, extend or compromise any indebtedness owing to or by the Corporation;



(h)

(1)

§)

(k)

Wy

(m)

(n)

(0)

(p)

to cxecute, assign, issue and cndorse documents of whatever nature in respect of
any of the Property, whether in the Receiver’s name or in the name and on behalf
of the Corporation, for any purpose pursuant to this Order:

to undertake environmental or workers’ health and safety assessments of the
Property and operations of the Corporation;

to initiate, prosecute and continue the prosecution of any and all proceedings and
to defend all proceedings now pending or hereatter instituted with respect to the
Corporation, the Property or the Receiver, and to settle or compromise any such
proceedings. The authority hereby conveyed shall extend to such appeals or
applications for judicial review in respect of any order or Judgment pronounced in
any such proceeding, and provided further that nothing in this Order shall authorize
the Receiver to defend or settle the action in which this Order is made unless
otherwise directed by this Court;

to market any or all the Property, including advertising and soliciting offers in
respect of the Property or any part or parts thereof and negotiating such terms and
conditions of sale as the Receiver in its discretion may deem appropriate;

to sell, convey, transfer, lease or assign the Property or any part or parts thereof out
of the ordinary course of business;

(1) without the approval of this Court in respect of any transaction not
exceeding $50,000, provided that the aggregate consideration for all such
transactions does not exceed $250,000; and

(i)  with the approval of this Court in respect of any transaction in which the
purchase price or the aggregate purchase price exceeds the applicable
amount set out in the preceding clause,

and in each such case notice under subsection 60(8) of the Personal Property
Security Act, R.S.A. 2000, c. P-7 shall not be required.

to apply for any vesting order or other orders necessary to convey the Property or
any part or parts thereof to a purchaser or purchasers thereof, free and clear of any
liens or encumbrances affecting such Property;

to report to, meet with and discuss with such affected Persons (as defined below)
as the Receiver deems appropriate on all matters relating to the Property and the
receivership, and to share information, subject to such terms as to confidentiality as
the Receiver deems advisable;

to register a copy of this Order and any other Orders in respect of the Property
against title to any of the Property;

to apply for any permits, licenses, approvals or permissions as may be required by
any governmental authority and any renewals thereof for and on behalf of and, if
thought desirable by the Receiver, in the name of the Corporation;



(q) to enter into agreements with any trustee in bankruptey appointed in respect of the
Corporation, including, without limiting the generality of the toregoing, the ability
to cnter into occupation agreements for any property owned or leased by the
Corporation;

() to exercise any shareholder, partnership, joint venture or other rights which the
Corporation may have; and :

(s) to take any steps reasonably incidental to the exercise of these powers;

and in each case where the Receiver takes any such actions or steps, it shall be exclusively
authorized and empowered to do so, to the exclusion of all other Persons (as defined

below), including the Corporation, and without interference from any other Person.

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

4.

() The Corporation, (ii) all of the current and former directors, officers, employees,
agents, accountants, legal counsel and shareholders, and all other persons acting on its
instructions or behalf, and (iii) all other individuals, firms, corporations, governmental
bodies or agencies, or other entities having notice of this Order (all of the foregoing,
collectively, being “Persons” and each being a “Person”) shall forthwith advise the
Receiver of the existence of any Property in such Person’s possession or control, shall
grant immediate and continued access to the Property to the Receiver, and shall deliver all
such Property (excluding Property subject to liens the validity of which is dependant on

maintaining possession) to the Receiver upon the Receiver’s requests.

All Persons shall forthwith advise the Receiver of the existence of any books, documents,
securities, contracts, orders, corporate and accounting records, and any other papers,
records and information of any kind related to the business or affairs of the Corporation,
and any computer programs, computer tapes, computer disks, or other data storage media
containing any such information (the foregoing, collectively, the “Records™) in that
Person’s possession or control, and shall provide to the Receiver or permit the Receiver to
make, retain and take away copies thereof and grant to the Receiver unfettered access to
and use of accounting, computer, software and physical facilities relating thereto, provided
however that nothing in this paragraph 5 or in paragraph 6 of this Order shall require the

delivery of Records, or the granting of access to Records, which may not be disclosed or



provided to the Receiver due to the privilege attaching to solicitor-clicnt communication
or documents prepared in contemplation of litigation or due to statutory provisions

prohibiting such disclosure.

[f any Records are stored or otherwise contained on a computer or other electronic system
of information storage, whether by independent service provider or otherwise, all Persons
in possession or control of such Records shall forthwith give unfettered access to Receiver
for the purpose of allowing the Receiver to recover and fully copy all of the information
contained therein whether by way of printing the information onto paper or making copies
of computer disks or such other manner of retrieving and copying the information as the
Receiver in its discretion deems expedient, and shall not alter, erase or destroy any
Records without the prior written consent of the Receiver. Further, for the purposes of this
paragraph, all Persons shall provide the Receiver with all such assistance in gaining
immediate access to the information in the Records as the Receiver may in its discretion
require including providing the Receiver with instructions on the use of any computer or
other system and providing the Receiver with any and all access codes, account names and

account numbers that may be required to gain access to the information.

NO PROCEEDINGS AGAINST THE RECEIVER

7.

No proceeding or enforcement process in any court or tribunal (each, a “Proceeding”),
shall be commenced or continued against the Receiver except with the written consent of

the Receiver or with leave of this Court.

NO PROCEEDINGS AGAINST THE CORPORATION OR THE PROPERTY

8.

No Proceeding against or in respect of the Corporation or the Property shall be
commenced or continued except with the written consent of the Receiver or with leave of
this Court and any and all Proceedings currently under way against or in respect of the
Corporation or the Property are hereby stayed and suspended pending further Order of this
Court, provided, however, that nothing in this Order shall prevent any Person from
commencing a proceeding regarding a claim that might otherwise become barred By
statute or an existing agreement, if-sueh—proceeding is not commenced before the

~
expiration of the stay provided- by-this-paragraph-8-and the Plaintiff is given leave to
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commence and proceed with a bankruptcy application in relation to the Corporation.

Provided turther that the Plaintiff is given leave to continue with this action and nothing in
this Order shall prevent any person from initiating or continuing any Proceeding against

1208362 Alberta Ltd. or Christopher Bruins.

NO EXERCISE OF RIGHTS OF REMEDIES

9.

All rights and remedies (including, without limitation, set-off rights) against the
Corporation, the Receiver, or affecting the Property, are hereby stayed and suspended
except with the written consent of the Receiver or leave of this Court, provided however
that nothing in this paragraph shall (i) empower the Receiver or the Corporation to carry
on any business which the Corporation is not lawfully entitled to carry on, (ii) exempt the
Receiver or the Corporation from compliance with statutory or regulatory provisions
relating to health, safety or the environment, (iii) prevent the filing of any registration to

preserve or perfect a security interest, or (iv) prevent the registration of a claim for lien.

NO INTERFERENCE WITH THE RECEIVER

10.

No Person shall discontinue, fail to honour, alter, interfere with, repudiate, terminate or
cease to perform any right, renewal right, contract, agreement, license or permit in favour
of or held by the Corporation, without written consent of the Receiver or leave of this
Court. Nothing in this Order shall prohibit any party to an “eligible financial contract” (as
defined in section 2(1) of the Companies’ Creditors Arrangement Act) with the
Corporation from terminating such contract or exercising any rights of set-off, in

accordance with its terms.

CONTINUATION OF SERVICES

11.

All Persons having oral or written agreements with the Corporation or statutory or
regulatory mandates for the supply of goods and/or services, including without limitation,
all computer software, communication and other data services, centralized banking
services, payroll services, insurance, transportation services, utility or other services to the
Corporation are hereby restrained until further Order of this Court from discontinuing,
altering, interfering with or terminating the supply of such goods or services as may be

required by the Receiver, and that the Receiver shall be entitled to the continued use of the



Corporation’s current telephone numbers, facsimile numbers, internet addresses and
domain names, provided in each case that the normal prices or charges for all such goods
or services received after the date of this Order are paid by the Receiver in accordance
with normal payment practices of the Corporation or such other practices as may be
agreed upon by the supplier or service provider and the Receiver, or as may be ordered by

this Court.

RECEIVER TO HOLD FUNDS

12.

All funds, monies, cheques, instruments, and other forms of payments received or
collected by the Receiver from and after the making of this Order from any source
whatsoever, including without limitation the sale of all or any of the Property and the
collection of any accounts receivable in whole or in part, whether in existence on the date
of this Order or hereafter coming into existence, shall be deposited into one or more new
accounts to be opened by the Receiver (the “Post Receivership Accounts”) and the monies
standing to the credit of such Post Receivership Accounts from time to time, net of any
disbursements provided for herein, shall be held by the Receiver to be paid in accordance

with the terms of this Order or any further order of this Court.

EMPLOYEES

13.

14.

Notwithstanding anything in any Federal or Provincial Law, if the Receiver carries ‘on the
business of the Corporation, or continues the employment of the Corporation’s employees,
the Receiver is not by reason of that fact personally liable in respect of a liability,

including one as successor employer, :

(@)  that is in respect of the employees or former employees of the Corporation or a
predecessor of the Corporation or in respect of a pension plan for the benefit of
those employees; and

(b)  that exists before the Receiver is appointed or that is calculated by reference to a
period before such appointment.

Pursuant to clause 7(3)(c) of the Personal Information Protection and Electronic
Documents Act, S.C. 2000, c. 5, the Receiver shall disclose personal information of

identifiable individuals to prospective purchasers or bidders for the Property and to their



advisors, but only to the extent desirable or required to negotiate and attempt to complete

one or more sales of the Property (cach, a “Sale”). Each prospective purchaser or bidder to

whom such personal information is disclosed shall maintain and protect the privacy of

such information and limit the use of such information to its evaluation of the Sale, and if

it does not complete a Sale, shall return all such information to the Receiver, or in the

alternative destroy all such information. The purchaser of any Property shall be entitled to

continue to use the personal information provided to it, and related to the Property

purchased, in a manner which is in all material respects identical to the prior use of such

information by the Corporation, and shall return all other personal information to the

Receiver, or ensure that all other personal information is destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

15.

(a)

(b)

(©)

Notwithstanding anything in any federal or provincial law, the Receiver is not
personally liable in that position for any environmental condition that arose or
environmental damage that occurred:

(1) before the Receiver’s appointment; or

(i1) after the Receiver’s appointment unless it is established that the condition
arose or the damage occurred as a result of the Receiver’s gross negligence
or willful misconduct.

Nothing in sub-section (a) exempts a Receiver from any duty to report or make
disclosure imposed by a law referred to in that sub-section.

Notwithstanding anything in any federal or provincial law, but subject to sub-
section (a) hereof, where an order is made which has the effect of requiring the
Receiver to remedy any environmental condition or environmental damage
affecting the Property, the Receiver is not personally liable for failure to comply
with the order, and is not personally liable for any costs that are or would be
incurred by any person in carrying out the terms of the order,

(1) if, within such time as is specified in the order, within ten days after the
order is made if no time is so specified, within ten days after the
appointment of the Receiver, if the order is in effect when the Receiver is
appointed, or during the period of the stay referred to in paragraph (i), the

Receiver:
A. complies with the order, or
B. on notice to the person who issued the order, abandons, disposes of

or otherwise releases any interest in any real property affected by
the condition or damage;
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(i1) during the period of a stay of the order granted, on application made within
the time specitied in the order referred to in paragraph (i), within ten days
after the order is made or within ten days after the appointment of the
Receiver, if the order is in effect when the Receiver is appointed, by,

A. the court or body having jurisdiction under the law pursuant to
which the order was made to enable the Receiver to contest the
order; or

B. the court having jurisdiction in bankruptcy for the purposes of

assessing the economic viability of complying with the order; or

(i) if the Receiver had, before the order was made, abandoned or renounced or
been divested of any interest in any real property affected by the condition
or damage.

Nothing in this Order shall derogate from the protection afforded to the Receiver by
Section 14.06 of the BIA or any other applicable legislation.

RECEIVER’S ACCOUNTS

16.

17.

18.

19.

Any expenditure or liability which shall properly be made or incurred by the Receiver,
including the fees of the Receiver and the fees and disbursements of its legal counsel,
incurred at the standard rates and charges of the Receiver and its counsel, shall be allowed
to it in passing its accounts and shall form a first charge on the Property in priority to all
security interests, trusts, liens, charges and encumbrances, statutory or otherwise, in favour

of any Person (the “Receiver’s Charge”).
The Receiver and its legal counsel shall pass their accounts from time to time.

Prior to the passing of its accounts, the Receiver shall be at liberty from time to time to
apply reasonable amounts, out of the monies in its hands, against its fees and
disbursements, including the legal fees and disbursements, incurred at the normal rates and
charges of the Receiver or its counsel, and such amounts shall constitute advances against

its remuneration and disbursements when and as approved by this Court.

The Receiver is directed to make reasonable efforts to record and account for its costs and
expenditures in respect of each of Advantage, North and Ranco on a company by company

basis to the extent practical and reasonably possible.
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FUNDING OF THE RECEIVERSHIP

20.

21.

22.

23.

The Recceiver be at liberty and it is hercby empowered to borrow by way of a revolving
credit or otherwise, such monies from time to time as it may consider necessary or
desirable, provided that the outstanding principal amount does not exceed $250,000 (or
such greater amount as this Court may by further Order authorize) at any time, at such rate
or rates of interest as it deems advisable for such period or periods of time as it may
arrange, for the purpose of funding the exercise of the powers and duties conferred upon
the Receiver by this Order, including interim expenditures. The whole of the Property
shall be and is hereby charged by way of a fixed and specific charge (the “Receiver’s
Borrowings Charge”) as security for the payment of the monies borrowed, together with
interest and charges thereon, in priority to all security interests, trusts, liens, charges and
encumbrances, statutory or otherwise, in favour of any Person, but subordinate in priority

to the Receiver’s Charge.

Neither the Receiver’s Borrowings Charge nor any other security granted by the Receiver
in connection with its borrowings under this Order shall be enforced without leave of this

Court.

The Receiver is at liberty and authorized to issue certificates substantially in the form
annexed as Schedule “A” hereto (the “Receiver’s Certificates™) for any amount borrowed

by it pursuant to this Order.

The monies from time to time borrowed by the Receiver pursuant to this Order or any
further order of this Court and any and all Receiver’s Certificates evidencing the same or
any part thereof shall rank on a parri passu basis, unless otherwise agreed to by the

holders of any prior issued Receiver’s Certificates.

ALLOCATION

24,

Any interested party may apply to this Court on notice to any other party likely to be
atfected, for an order allocating the Receiver’s Charge and Receiver’s Borrowings Charge

amongst the various assets comprising the Property.



GENERAL

25.

26.

27.

28.

29.

30.

31.

32.

The Receiver may from time to time apply to this Court for advice and directions in the

discharge of its powers and duties hereunder.

Nothing in this Order shall prevent the Receiver from acting as a trustee in bankruptcy of

the Corporation.

The Registrar of Titles is directed to register a copy of this Order in the Land Titles Office
against title to any land registered in the name of the Corporation notwithstanding the

requirements of subsection 191(1) of the Land Titles Act R.S.A. 2000 c.L-4.

This Court hereby requests the aid and recognition of any court, tribunal, regulatory or
administrative body having jurisdiction in Canada or in the United States to give effect to
this Order and to assist the Receiver and its agents in carrying out the terms of this Order.
All courts, tribunals, regulatory and administrative bodies are hereby respectfully
requested to make such orders and to provide such assistance to the Receiver, as an officer
of this Court, as may be necessary or desirable to give effect to this Order or to assist the

Receiver and its agents in carrying out the terms of this Order.

The Receiver be at liberty and is hereby authorized and empowered to apply to any court,
tribunal, regulatory or administrative body, wherever located, for the recognition of this

Order and for assistance in carrying out the terms of this Order.

The Plaintiff shall have its costs of this motion, up to and including entry and service of
this Order, provided for by the terms of the Plaintiff’s security or, if not so provided by the
Plaintiffs security, then on a substantial indemnity basis to be paid by the Receiver from

the Corporation’s estate with such priority and at such time as this Court may determine.

Nothing in this Order shall preclude the Plaintiff from enforcing security or otherwise

realizing upon property of any guarantor of the Corporation.

The Plaintiff is given leave nunc pro tunc to have initiated and prosecuted the application
for this Order and is given leave to continue with any and all proceedings in relation to this

Action.
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33. Any interested party may apply to this Court to vary or amend this Order on not less than
seven (7) days’ notice to thc Reccwu and to any other party likely to be affected by the

v‘_,! L

sedin
order sought or upon such’ ther notlce ikasy, as this Court may order. SA A

34. Service of the Statement of Claim in these proceedings is deemed good and sufficient

upon each of the Defendants effective February 9, 2010.

3s. Service of the within Order upon the Defendants may be eftected upon the Defendants by
faxing or e-mailing a true copy of this Order to the Defendants, care of their solicitors
Stillman LLP, 300, 10335 — 172 Street, Edmonton, Alberta, T5S 1K9 Attention:
Christopher Hoose, Fax 780-484-4184 E-mail choose@stillmanllp.com.

< ,AL/
( AR B\M&ZJV\/S

J.C.QBA.

ENTERED this [ & dayof V€% 20 (().




SCHEDULE “A”

RECEIVER CERTIFICATE
CERTIFICATE NO.
AMOUNT $
THIS IS TO CERTIFY that , the receiver and/or
receiver and manager (in each capacity the “Receiver”) of all of the assets, undertaking
and property of
appointed by Order of the Court of Queen’s Bench of Alberta (the “Court”) dated the
day  of , 20 (the  “Order”) made in action

, has received as such Receiver from the holder of this
certificate (the “Lender”) the principal sum of $ , being part of the total
principal sum of $ which the Receiver is authorized to borrow under and
pursuant to the Order.

The principal sum evidenced by this certificate is payable on demand by the Lender with
interest thereon calculated and compounded [daily] [monthly not in advance on the
day of each month] after the date hereof at a notional rate per annum equal to the rate of

per cent above the prime commercial lending rate of
from time to time.

Such principal sum with interest thereon is, by the terms of the Order, together with the
principal sums and interest thereon of all other certificates issued by the Receiver pursuant
to the Order or to any further order of the Court, a charge upon the whole of the Property
(as defined in the Order), in priority to the security interests of any other person, but
subject to the priority of the charges set out in the Order, and the right of the Receiver to
indemnify itself out of such Property in respect of its remuneration and expenses.

All sums payable in respect of principal and interest under this certificate are payable at
the main office of the Lender at

Until all liability in respect of this certificate has been terminated, no certificates creating
charges ranking or purporting to rank in priority to this certificate shall be issued by the
Receiver to any person other than the holder of this certificate without the prior written
consent of the holder of this certificate.

The charge securing this certificate shall operate so as to permit the Receiver to deal with
the Property (as defined in the Order) as authorized by the Order and as authorized by any
further or other order of the Court.



[§9]

7. The Receiver does not undertake, and it is not under any personal liability, to pay any sum
in respect of which it may issue certificates under the terms of the Order.

DATED the day of ,» 20

, solely in
its capacity as Receiver of the Property (as
defined in the Order), and not in its personal
capacity

Per:
Name:
Title:




Action No. 1003 02172

INTHE COURT OF QUEEN'S BENCH OF ALBERTA
JUDICIAL DISTRICT OF EDMONTON

BETWEEN:

ROYAL BANK OF CANADA
Plaintiff

- and -
L adbaAdd g,
L '\"‘
7o COMON /\B‘u

I ON

ADVANTAGE OILFIELD GROUP LTD.,
NORTH PAW ENERGY SERVICES LTD.,
RANCO HOLDINGS LTD., 1208362 ALBERTA LTD.
and CHRISTOPHER BRUINS

Defendants

RECEIVERSHIP ORDER

FRASER MILNER CASGRAIN LLP
2900, 10180 — 101 Street
Manulife Place
Edmonton, Alberta
T5J 3V5

Solicitor: Ray C. Rutman
Telephone: (780) 423-7246
Facsimile: (780) 423-7276

File: 125665-8158/RCR
EDMDOCS|RRUTMAN{2586618-2
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Affidavit of David W. Johnson

Sworn before me this /—-v-%c'/ day
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A Commissioner for Oaths
In and for the Province of Alberta
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NN C.L. DANIEL

CE‘?CUMM\SS‘,QN'%\(H}\Lﬁ
JULY 23,
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ADVANTAGE OILFIELD GROUP LTD.

981336969

August 16, 2010

Account Information

Service

Current Account Regular

Credit Card
Credit Card
Credit Card
Credit Card
Credit Card
Credit Card
Credit Card

Personal Other Advances
Personal Other Advunces
Pcrsonal Other Advances
Personal Other Advances
Personal Other Advunces
Personal Other Advances
Personal Other Advances
Personal Other Advances

ACR - CMS Facility
ACR - CMS Pacility
ACR - CMS Facility
ACR - CMS Facility
ACR - CMS Facility
ACR - CMS Facility
ACR - CMS8 TFacility
ACR » CMS Pucility
ACR - CMS Facility

Account Number

07599-1017615
4316070001814641
4516070001814708
4516070001814856
4516070001814971
4516070001815036
4516070001815218
4516070001913310
03009-40296691-003
03009-40296691-004
03009-40296691-005
03009-40296691-006
03009-40296691-007
03009-40296691-008
03009-40296691-009
03009-40296691-010
Unidentified Format
Unidentified Format
Unidentified Format
Unidentified Format
Unidentified Format
Unidentified Format
Unidentified Format
Unidentificd Format
Unidentified Format

Balance

0.00

2181

10.83

10.09

10.85

10.94

10.34

10.93
2,565,423.94
0.00
L159,816.92
571222
12,411.61
18.750.72
90,619.74
29,606.67
0.00
2,495,000.00
1.120,531.29
0,00

0.00

0.00

0.00

0.00
87,364.08

Date Opened  Ownership

2004/10/29
2006/9/21
2006/9/21
2006/9/21
2006/9/21
2006/9/21
2006/9/21
20061177
2008/2/14
2008/1/31
2008/1/31
2010/2122
2010/5/8
2010/5/6
2010/6/9
2010/8/5
2006/9/1
2008/1/31
2008/1/31
2010/5/20
2010/5120
2010/1/13
2010/1/13
2010/1/13
2010/6/9

SoleOwner
JointOr

JointOr

JointOr

JoimOr

JointOr

JoimtOr

JointOr

SoleOwner
SoleOwner
SaleOwner
SoleOwner
SoleOwner
SoleQwner
SaleOwner
SoleOwner
SoleOwner
SoleOwner
SoleQwner
SolcOwner
SoleOwner
SoleQwner
SoleOwner
SoleOwner
SoleQwner
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H8 448 6422 P.18

OLN23000 OLBB - Online Branch Banking Card: 91143272 Lavel: 050 Transit: 03779
E; Main Menu - k A T T S - . 2 ! - Exit
Close Inquiry 2010/08/ 16

Help

A Roqunred Informat! n‘

' Transaction 230 Closn lnqmry

A L oan Account

10296691

Number:
* Loan Number: 003:
BackDate Code: [ Al
Effective date
(YYYY | MM/ DD): NI

Payment / Maturity Date: N/A

© Royal Bank of Canada 2007

 Print: C Yes @ No

 Results. -
Type: CLOSE INQ Inquiry Date: AUG 16/10 Inquiry Time: 13:25:21
Loan Account Number - Segment: 40296601-003
Short Name: ADVANTAGE QIL'R Deferred Indicator:
Loan Officer Number: 803 Fees Owing: 0.00
Loan Description: DEMAND LOAN Uncollected Intersst: 62,870.58
Status: i Net Capitalization: 0.00
Inquiry Effective Date:  AUG 16/10 Deferrod Income: 0.00
Outstanding Loan: 2,495,000.00 Exess Kilometer Charge: NA
interest to Date: 70,423.94 Student interest: 0.00
Insurance to Dats: 0.00 interest Rellef Months:
Loan Closing Amount:  2,565,423.94 PSED: N/A
Amort Term Remaining: NA
Per Diem Interest: 280.51

2010/08/16
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T30 448 6422 P.11

Card: 91143272 Level; 060 Transit: 03779
__Pdnt 1 Help. | Exit

Close lnqunry

A Requi}ed information

Transactioni 230~ Close jjr‘;di;‘i‘jr‘y‘ '

A Loan Account
Number:

A
Loan Number:

BackDate Code:

Effectlve date
(YYYY | MM/ DD):

2010/08/16

RS

Print: C Yes ® No

e

t o Clear]

Resuits
Number : Mesoagu , 3 .
1 CONVERTED FR SEG#004 AMEND FMD
:[;C:)lgfy CLOSE INQ lnquiry Date: AUG 16/10 Inquiry Time: 13:25:44
Loan Account Number - Segment: 402966891-005
Short Name: ADVANTAGE OQILFI " Deferred Indicator:
Loan Officer Number: 803
Loan Description: DEMAND LOAN
Status: I
Inquiry Effective Date:  AUG 16/10
Outstanding Loan: 1,120,631.29
Interest to Date: 39,288.83
Insurance to Date: 0.00
Loan Closing Amount:  1,159,816.02
Amort Term Remaining: 007
Per Diem Interest: 132.01
Payment / Maturity Date: NOV 05/09

® Royal Bank of Canada 2007

1o e ek A e mimmias « L e

Rolease: 43.1

2010/08/16
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ADVANTAGE OILFIELD GROUP LTD.

981336969

August 16, 2010

Account Information

Service

Current Account Regular
Credit Card

Credit Card

Credit Card

Credit Card

Credit Card

Credit Card

Credit Card

Personal Other Advances
Pervonal Other Advances
Personal Other Advances
Personal Other Advances
Persunal Other Advunces
Personal Other Advances
Personal Other Advances
Personal Other Advances
ACR - CMS Facility
ACR - CMS Pacility
ACR - CMS Facility
ACR - CMS Facility
ACR - CMS Facility
ACR - CMS Facility
ACR - CMS Pacility
ACR - CM¥ Fucility
ACR - CMS Facility

Account Number

07599-1017615
4516070001814641
4516070001814708
4516070001814856
4516070001814971
4516070001815036
4516070001815218
4516070001913310
03009-40296691-003
03009-40296691-004
03009-40296691-00%
03009-40296691-006
03009-40286691-007
03009-40296691-008
03009-40296691-009
03009-40296691-010
Unidentified Format
Unidentified Format
Unidentified Format
Unidentified Format
Unidentified Format
Unidentified Format
Unidentified Format
Unideatificd Format
Unidentified Format

Balance

0.00

21.81

10.33

10.09

10.85

10.94

10.84

10.93
2,565,423.94
0.00
1,159,816.92
5,112.22
12,411.61
18,750.72
90,619.74
29,606.67
0.00
2,495.000.00
1,120,531.29
0.00

0.00

0.00

0.00

0.00
87,366.08

Date Opened ~ Qwnership

2004/10/29
2006/9/21
2006/9/21
2006721
2006/9/21
2006/9/21
2006/9/2)
20061117
2008/2/14
2008/1/31
2008/1/31
2010722
2010/8/5
2010/5/6
2010/6/9
2010/8/8
2006/49/1
2008/1/31
2008/1/31
2010/5/20
2010/5/20
2010/113
2010/1/13
2010/1/13
2010/6/9

SoleOQwner
JointOr

JointOr

JointOr

JoimOr

JointOr

JoimtOr

JointOr

SoleOwner
SoleOwner
SaleQwner
SoleOwner
SoleOwner
SoleOwner
SoleOwner
SoleOwner
SolkeQwner
SoleOwner
SoleQwner
SolcOwner
SoleOwner
SoleOwner
SoleOwner
SoleOwner
SoleOwner
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OLNZ23000 OLBB - Online Branch Banking

15:33 FBC

TUAJIADLS "t MM ASLURANEL At aarssagy
5

| y Main Menu

T80 448 6422 P.109

Card: 91143272 Lavel:
L .. Print.

00 Transit: 03779

Close Inquiry

L b

- equnred info

p

i v/
rmation

' Transaction 230+ Close Inquiry -~

A L.oan Account

Number:

A
Loan Number:

BackDate Code:

Effective date
(YYYY ! MM/ DD):

, Resuua

lnqulry
Type:

CLOSE INQ

Loan Account Number - Segment: 40296691-003

Short Name:

Loan Officer Number:
Loan Description:
Status: '

Inquiry Effective Date:
Outstanding Loan:
interest to Date:
Insurance to Dats:
Loan Closing Amount:

Amort Term Remaining:

Per Diem Interest:

ADVANTAGE QIL'R
803

DEMAND LOAN
]

AUG 18/10
2,495,000.00
70,423.94

0.00
2,566,423.94
N/A

290.51

Payment / Maturity Date: N/A

® Royal Bank of Ganada 2007

Inquiry Date: ALG 16/10

; Printt C Yes @ No

Deferred Indicator:

Fees Owing:

Uncollected Interest:

Net Capitalization:
Deferrod Income:

Exess Kilometer Charge:
Student Interest:

Interest Rellef Months:
PSED:

2010/08/ 16

Inquiry Time: 13:25:21

0.00
62,870.58
0.00

0.00

N/A

0.00

N/A

2010/08/
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OLN23000 QLBB - Onlina Branch Banking

RBC

V0 448 6422 P.11

Card: 91143272 Level; 060 Transit: 03779

» Main Menu " Prnt | Help | Exit
Close Inquiry 2010/08/16

A Loan Account

4 . @
Number: 140296691,  Print: C Yes @& No
* Loan Number: 1005
BackDate Cade: r B%]
Effectlve date
(YYYY | MM/ DD): )
LopFindi )
Rasults
Numlper Messagu one .
1 CONVERTED FR SEG#004 AMEND FMD
2 - ~_AUTO RENEWED ON MAY 29 2009 L N ~ _
'T";:,‘:,i:" CLOSE INQ Inquiry Date: AUG 16/10 lnqulry Time: 13:26:44
Loan Account Number - Segment:  40296691-005
* Short Name: ADVANTAGE OILFI Deferred Indicator:
Loan Qfficer Number: 803
Loan Description: DEMAND LOAN
Status: i
Inquiry Effective Date:  AUG 1810
Outstanding Loan: 1,120,631.29
Interest to Date: 39,285.83
Insurance to Date: 0.00
Loan Closing Amount:  1,159,818.92
Amort Term Remaining: 007
Per Diem interest: 132.01
Payment / Maturity Dats:

® Royal Bank of Canada 2007

NOV Q5/09

Release: 43.1

2010/08/16
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RBC

V28 448 £422 P.n3

ADVANTAGE OILFIELD GROUP LTD.

981336969

August 16, 2010

Account Information

Service

Current Account Regular

Credit Card
Credit Card
Credit Card
Credit Card
Credit Card
Credit Card
Credit Card

Personal Other Advances
Personal Other Advinces
Personat Other Advances
Personal Other Advances
Personal Other Advinces
Personal Other Advances
Personal Other Advances
Personal Other Advances

ACR - CMS Fagility
ACR - CMS Pacility
ACR - CMS Fageility
ACR - CMS Facility
ACR - CMS Fucility
ACR - CMS Facility
ACR - CMS Tacility
ACR - CMS Fucility
ACR - CMS Facility

Account Number

07599-1017615
4516070001814641
4516070001814708
4516070001814856
4516070001814971
4516070001815036
4516070001815218
4516070001913310
03009-40296691-003
03009-40296691-004
03009-40296691-005
03009-40296691-006
03009-40296691-007
03009-40296691-008
03009-40296691-009
03009-40296691-010
Unidentified Format
Unidentified Format
Unidentified Format
Unidentified Format
Unidentified Format
Unideniified Format
Unidentifled Format
Unidentificd Format
Unidentified Format

Balance

0.00

21.81

10.83

10.09

10.85

10.94

10.34

10.93
2,565,423.94
0.00
1,159,816.92
5,712.22
12,411.61
18,750.72
90,619.74
29,606.67
0.00
2,495,000.00
1,120,531.29
0.00

0.00

0.00

0.00

0.00
87,366.08

Date Opened

2004/10/29
2006/9/21
2006/9/21
2006/9/21
2006/9/21
20067972}
2006/9/2)
2006/1177
2008/2/14
2008/1/31
2008/1/31
2010/722
2010/5/8
2010/5/6
2010/6/9
2010/8/5
2006/9/1
2008/1/31
2008/1/31
2010/5/20
2010/5720
2010/1/13
2010/1/13
2010/1/13
2010/6/9

Ownership

SoleOwner
JoimtOr

JointOr

JointOr

JoimOr

JointOr

JointOr

JointQr

SoleOwner
SoleOwner
SoleOwner
SoleOwner
SoleOwner
SoleQwner
SoleOwner
SoleOwner
SoleCwner
SoleOwner
SoleQwner
SolcOwner
SoleOwner
SoleQwner
SoleOwner
SoleOwner
SoleOwner
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OLN23000 OLEB - Online Branch Banking Card: 91143272 Lavel: 080 Transit: 03779

| » MainMenu T T T T P |, Help, | Exit

Close Inquiry 2010/08/16
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Reqmred lnformation

' Transaction 230 cwsa lnquiryj;""i'?':y:'“"‘

A l.oan Account

Number: 40296691 Printt C Yes @ No
* Loan Number: 003:

BackDate Code: [ @

m’emﬁtfno): Ti

"""""""" Find.. |
1151qulfv CLOSE INQ Inquiry Date: AUG 18/10 Inquiry Time: 13:25:21

ype:

Loan Account Number - Segment:  40296691-003
Short Name: ADVANTAGE QIL*R Deferred indicator:
Loan Officer Number: 803 Fees Owing: 0.00
Loan Description: DEMAND LOAN Uncollected Interest: 62,870.58
Status: ] Net Capitalization: 0.00
Inquiry Effective Date: AUG 16/10 Deferred Income: 0.00
Outstanding Loan: 2,496,000.00 Exess Kilometer Charge: NA
Interest to Date: 70,423.94 Student interest: 0.00
Insurance to Data; 0.00 intereat Rellef Montha:
Loan Closing Amount:  2,565,423.94 PSED; N/A
Amort Term Remaining: N/A
Per Diem Interost: 290.51

Payment / Maturity Date: N/A

© Royal Bank of Ganada 2007

R——

"Reisase: 43.4

2010/08/1
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OLN23000 OLBB - Onlina Branch Banking Card: 91143272 Level;: 060 Transit; 03779

* Loan Account
Number:

" Loan Number:

Print: ¢ Yes @ No

BackDate Code:

Effective date
(YYYY ! MM/ DD);

Lo Findo, ] Clear ]

Reaults '
Numylunr f‘ S Messagu 25e o CL
1 CONVERTED FR SEG#004 AMEND FMD
2 o N AUTO RENEWED ON MAY 29 2009 o R e
'r'}‘{,ffy CLOSE INQ Inquiry Date: AUG 16/10 Inquiry Time: 13:25:44
Loan Account Number - Segment: 40296681-005
Short Name: ADVANTAGE OILFI Deferred Indicator: '
Loan Officer Number: 303
Loan Description: DEMAND LOAN
Status: ]
Inquiry Effactive Date:  AUG 1610
Outstanding Loan: 1,120,531.29
Interest to Date: 39,288.83
[nsurance to Date: 0.00

Loan Closing Amount:  1,159,816.92
Amort Term Remaining: 007

Per Diem Interest: 132.01
Payment / Maturity Date: NOV 05/09

R A Syt min ¢ ¢ e

© Royal Bank of Ganada 3667 S 30 0 EDER0n ¢ A e PSS Releaserddi

2010/08/16



This is Exhibit “C” referred to in the
Affidavit of David W. Johnson

Sworn before me this ﬁ day
of (v, , A.D. 2010

/(/’ Lol £ /(C‘/L/’LLA 4

A Commissioner for Oaths
In and for the Province of Alberta

CORINNT L. Dater 5
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C-FORM 823 (01/2007}

== = --— GENERAL-SECURITY-AGREEMENT. - FLOATING CHARGE ON LAND

L]

1. SECURITY INTEREST
(a) For value received, the undersigned ("Debtor”} hereby grants to ROYAL BANK

OF CANADA {"RBC"} a security interest, mortgage and chargs (hereinafter collectively
refarred to as the "Security Interest”) as hereinafter provided:

(i} _a_security interast in the undertaking of Debtor and all of Debtor's present

and after acquired personal property including, without timitation;—all-Goods—— ——
{including all parts, accessories, attachments, special tools, additions and
accessions therato), Chattel Paper, Documents of Title (whethsr negotiable

or not), Instruments, Intangibles, Money and Securities and all other
Investment Property now owned or hereafter owned or acquired by or on

hehalf of Debtor (including such as may be returned to or repossessed by
Debtor) and including, without limitation, all of the following now owned or
‘hereafter owned ar acquired by or on behalf of Debtor:

{A)all Inventory of whatever kind and wherever situate;

(B) all equipment (other than Inventory) of whatever kind and wheraver
situate, including, without limitation, all machinery, tools, apparatus,
plant, furniture, fixtures and vehicles of whatsoever nature or kind;

(Clall Accounts and book debts and generally all debts, dues, claims,
choses in action and demands of every nature and kind howsoever
arising or secured and whether arising in connection with an interest in
real or personal property or otherwise, including letters of credit and
advices of credit, which are now due, owing or accruing or growing due
to or owned by or which may hereafter become due, owing or accruing
or growing dus to or owned by Debtor ("Debts”);

(D)all deeds documents, wntmgs, papers, books of account &nd uther--— -
books relating to or being records of Debts, Chattel Paper or Documents
of Title or by which such are or may hereafter be secured, evidenced,
acknowledged or made payable;

(E} all contractual rights and insurance claims; .

(F) all patents, indUstrial designs;tradesmarks;—trade-sesrets—and--know-how
including without limitation environmental technology and biotechnology,
confidential information, trade-names, goodwill, copyrights, personality
rights, plant breeders’' rights, integrated circuit topographies, software
and all other forms of intellectual and industrial property, and any
registrations and applications for registration of any of the foregoing
{collectively "Intellectual Property"); and

(G)all lists, records and files relating to debtors, customers, clients and
patients;

Page 1 of 17



E-FORM 923 012007

(i} a mortgage and charge as and'bly way‘o'f a floating charge, in all of Debtor's
present and after acquired interest in property, assets and undertaking not

- TTsecuied i) Above; ingluding all-real; immuveabls and leas sholds-property~-— - —

and all  easements, rights-of-way, privileges, benefits, licences,
improvements and rights whether connected therewith or appurtenant
thereto or separately owned or held, including without limitation, all
structures, plant and other fixtures now owned or hereafter owned or
acquired by or on behalf of Debtor (hereinafter collectively referred to as

"Real Property"); and

liifa security interest in all‘ﬁmmmibé‘d‘iTertTedUlH""C'"—or—a':ny
replacement or additional Schedula "C" now or hereafter annexed hereto;

and a security interest in all proceeds and renewals thereof, accretions thereto and

substitution therefor, all of the foregoing being hereinafter collectively referred to as the

"Coliateral”.

(b) The Security Interest granted hereby shall not extend or apply to and Collateral
shall not include the last day of the term of any lease or agreement therefor but upon the
enforcement of the Security Interest Debtor shall stand possessed of such last day in
trust to assign the same to any person acquiring such term.

{c) The terms "Goods”, "Chattel Paper", "Document of Titla”, "Instrument”,
“Intangible”, "Security”, "Investment Property”, "proceeds"”, "Inventory"”, "equipment”,
"accession”, "Money", "Account”, Mfinancing statement” and "financing change
statement” whenever used herein shall be interpreted pursuant to their respective
meanings when used in the Personal Property Security Act of the province where tha

hersin mentioned branch of RBC is located, which Act, including amendments thersto

and any Act substituted therefor and amendments thereto is herein referred to as the
"P.P.S.A.". Provided always that the term "Goods" when used herein shall not include
"consumer goods” of Debtor as that term is defined in the P.P.S.A., the term "Inventory™
when used herein shall include livestock and the young thereof after conception and

-~ - -glops.that_become_such during the term of this Security Agreement and the torm
“Investment Property”, if not defined in the P.P.S.A7, shall be interpretad according foits™ "~ -

meaning in the Personal Property Security Act {Alberta). Any reference . herein to
"Collateral” shall, unless the context otherwise_ requires, be deemed a reference to
"collateral or any part thereof".

2. INDEBTEDNESS SECURED

Th‘e‘S‘e'cu-rity-lnte‘rest-granted—hereby-secur—es—p-a»y-ment—and—fae#er-manee-ei-any—and

“—*an“obIi‘g’a‘rrﬁn,—i'ndvbteﬂn'erss—an-d—ﬁabith—-of—&ebtoﬂc RBE—{including—interest thereon)

present or future, direct or indirect, absolute or contingent, matured or not, extended or

and whether the same is from time to time reduced and thereaftar increased or entirely
extinguished and thereafter incurred again and whether Debtor be bound alone or with
another or others and whether as principal or surety (hereinafter collectively called the
"Indebtedness”). If the Security Interest in the Collateral is not sufficient, in the event of
default, to satisfy all Indebtedness of Debtor, Debtor acknowledges and agrees that
Debtor shall continue to be liable for any Indebtedness remaining outstanding and RBC
shall be entitled to pursue full payment thereof.
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3. ' REPRESENTATIONS AND WARRANTIES OF DEBTOR. o :
Debtor represents and warrants and so long as this Security Agreec)‘nent remains in

— - .cffect_shall be deemed to .continuaously represent and warrant that:

(a) the Collateral is genuine and owned by Debtor free of ail security interasts,

mortgages, lien claims, charges, licences, leases, infringements by third parties,
encumbrances or other adverse claim or interests (hereinafter collectively called
"Encumbrances"), save for the Security Interest and those Encumbrances shown on
Schedule "A" or hereafter approved in writing by RBC, prior to their creation or

nssumption;

{b) all_Intellectual Property applications and registrations are valid and in good

standing and Debtor is the owner of the applications and registrations;

(¢} each Debt, Chattel Paper and Instrument constituting Collateral is enforceable in
accordance with its terms against the party obligated to pay the same (the "Account
Debtor'), and the amount represented by Debtor to RBC from time to time as owing by
each Account Debtor or by all Account Debtors will be the correct amount actually and
unconditionally owing by such Account Debtor or Account Debtors, except for normal
cash discounts where applicable,and no Account Debtor will have any defence, set off,

(d) the locations spacified in Schedule "B" as to business operations and records
are accurate and complete and with respact to Real Property and Goods {including
Inventory) constituting' Collateral, the locations specified in Schedule "B" are accurate
and complete save for Goods in transit to such locations and Inventory on lease or
consignment; and all buildings, fixtures or Goods about to become fixtures and all crops
and all oil, gas or other minerals to bg extracted and all timber to be cut which forms part
of the Collateral will be situate at one of such locations;

(e) Debtor has disclosed to RBC all environmental and other matters which could
have a material effect on the financial condition or operations of Debtor: and

e e e e .~ —— T e e et e vt e i

(f) the execution, delivery and performance of the obligations under this Securi-ti/
Agreement and the creation of any security interast in or assignment hereunder of

4. COVENANTS OF THE DEBTOR

So long as this Security Agreement remains in effact Dﬁ‘ﬁtmnts“arrd“a’g'ree’s:

claiming the same or an interest therein; to diligently initiate and prosecute legal action
against all infringers of Debtor's rights in Intellectual Property; to take all reasonable
action to keep the Collateral free from all Encumbrances, except for the Security Interest,
licences which are compulsory under federal or provincial legislation and those shown in
Schedule "A" or hereafter approved in writing by RBC, prior to their creation or
assumption; and not to sell, exchange, transfer, assign, lease, license or otherwise
dispose of Collateral or any interest therein without the prior written consent of RBC;
provided always that, until default, Debtor may, in the ordinary course of Debtor's
business, sell or lease Inventory and, subject to Clause 7 hereof, use Money available to

Debtor;
Page 3 of 17
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(b} to notify RBC promptly of:-

wom e e (i) _any_changa_in_the_information contained hersin or in the Schedules hereto
relating to Debtor, Debtor's business or Collataral;

(ii) the details of any significant acquisition of Collateral;
(iii) the details of any claims or litigation affecting Debtor or Collateral;

(ivlany loss or damage to Collateral;

{v) any default by any Account Debtor in payment or other performance of its
obligations with respect to Collateral; and

{vi)the return to or repossession by Debtor of Collateral;

{c) to keep Collateral in good order, condition and repair and not to use Collateral
in violation of the provisions of this Security Agreement or any other agresmaent relating
ta Collateral or any palicy insuring Collateral or any applicable statute, law, by-law, ruls,
regulation or ordinance; to keep all agresments, registrations and applications relating to
Intellectual Property and intellectual property used by Debtor in its business in goad
standing and to renew all agreements and registrations as may be necessary or desirable
to protect Intellectual Property, unless otherwise agreed in writing by RBC; to apply to
register all existing and future copyrights, trade-marks, patents, integrated circuit
topographies and industrial designs whenever it is commercially reasonable to do so;

(d) to do, execute, acknowledge and deliver such financing statements, financing
change statements and further assignments, transfers, caveats, mortgages, notices,
documents, acts, matters and things (including further schedules herato) as may be
reasonably requested by RBC of or with respect to Collateral in order to give sffect to
these presents and to pay all costs for searches and filings in connection tharawith;

- = = = -(8) t0-pay.all-taxes,. rates, -|svies, .assessments. and.ather_charges of every nature
which may be lawfully levied, assessed or imposed against or in respect of Dabtor or
Collateral as and when the same become dus and payable;

{f) to insure Collateral for such periods, in such amounts, on such terms and
against loss or damage by fire and such other risks as RBC shall reasonably direct with
loss payable to RBC and Debtor, as insureds, as their respective interests may appear,

and to pay all premiums therefor;

(g) to prevent Collateral, save Inventory sold or leased as permitted hereby, from
being or becoming an accession to other property not covered by this Security
Agreement;

thito carry on and conduct the business of Debtor in accordance with all
applicable laws, in a proper and efficient manner and so as to protect and preserve
Coliateral and to keep, in accordance with generally accepted accounting principles,
consistently applied, proper books of account for Debtor's business as well as accurate
and compiete records concerning Collateral, and mark any and all such records and

Collateral at RBC's request so as to indicate the Security Interest; and
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(il ta deliver to RBC from time to time promptly upon raquest;

{i) any Documents of Title, Instruments, Securities, Chattel Paper and duplicate

- T T certificatas of title to Raal Property constititing, repraseriting ar relating to— """~

Collateral;

(ii) all books of account and all records, ledgers, reports, correspondencae,
schedules, documents, statements, lists and other writings relating to
Collateral for the purpose of inspecting, auditing or copying the same;

{iiijall financial statements prepared by or for Debtor regarding Debtor's

——-—regi'stered—cswner‘aﬂd—a'greers—that—nrpmxy—i'sscred—by—ﬂBe—Tu BDebtor—or-its—order—as

business; T
(iv)all policies and certificates of insurance relating to Collateral; and

(v) such information concerning Collatsral, Debtor and Debtorq’s business and
affairs as RBC may reasonably request.

5, USE AND VERIFICATION OF COLLATERAL

Subject to compliance with Debtor's covenants contained herein and Clause 7
hereof, Debtor may, until default, possess, operate, collect, use and enjoy and deal with
Collateral in the ordinary course of Debtor's business in any manner not inconsistant with
the provisions hereof; provided always that RBC shall have the right at any time and from
time to time to verify compliance by Debtor with Debtor's obligations under thig Security
Agreement (including through inquiries with governmental agencies) and the existence
and state of the Collateral in any manner RBC may consider appropriate and Debtor
agrees to furnish all assistance and information and to perform all such acts as RBC may
reasonably request in connaction therewith and for such purpose to grant to RBC or its
agents access to all places where Collateral may be located and to all premises occupied

by Debtor.

6. SECURITIES, INVESTMENT PROPERTY
... 1f Collateral at any time includes Securities, Debtor authorizes RBC to transfer the

 same or any part thereof into its own name or that of its nominee(s) so that RBC or its

nominee(s) may appear of record as the sole owner thereof; provided that, until default,
RBC shall deliver promptly to Debtor all notices or other communications received by it or
its nominee(s) as such registered owner and, upon demand and receipt of payment of
any necessary expenses thereof, shall issue to Debtor or its order a proxy to vote and
take all action with respect to such Securitiss. After default, Debtor waives all rights to

receive—any—notices—or—communi rix.dtio-n's—-rece'rv'ed—by—,R-BG—or—its—-n‘omineefs)——as——such

aforesaid shall thereafter be effective.

Where any Investment Property is held in or credited to an account that has been
established with a securities intermediary, RBC may, at any time after default, give a
notice of éxclusive contrdl to any such securities intermiediary with respect to such
Investment Property.

7. COLLECTION OF DEBTS
Before or after default under this Security Agreement, RBC may notify all or any
Account Debtors of the Security Intersst and may also direct such Account Debtors to
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make all paymants on Collateral to RBC. Debtor acknowledges that any payments on or
other procoeds of Collateral received by Debtor from Account Debtors, whether before or

T TTafter notification of this Security-Interest-to-Account-Debtors-and-whether-before-or- after———. . _

default under this Security Agreement shall be received and held by Debtor in trust for
RBC and shall be turned over to RBC upon request.

8. INCOME FROM AND INTEREST ON COLLATERAL

{(a) Until default, Debtor reserves the right to receive any Money constituting
income from or interest on Collateral and if RBC receives any such Money prior to
default, RBC shall either credit the same against the Indebtedness or pay the same

pramptly to Debtor.

(b) After default, Debtor will not request or receive any Money constituting income
from or interest on Collateral and if Debtor receives any such Money without any request
by it, Debtor will pay the same promptly to RBC.

9. INCREASES, PROFITS, PAYMENTS OR DISTRIBUTIONS
{a) Whether or not default has occurred, Debtor authorizes RBC:

{i) to receive any increase in or profits on Collateral (other than Money) and to
hold the same as part of Colllateral. Money so received shall be treated as
income for the purposes of Clause 8 hereof and dealt with accordingly; and

{ii) to raceive any payment or distribution upon redemption or retirement or
upon dissolution and liquidation of the issuer of Collateral; to surrender such
Collateral in exchange therefor; and to hold any such payment or distribution
as part of Collateral.

(b) If Debtor receives any such increase or profits {other than Money) or payments
or distributions, Debtor will deliver the same promptly to RBC to be held by RBC as hersin
provided.

T 10, T DISPOSTTION OF WIONEY ™~ " = = rsrsmr e imimsm mim s 2 e —oties em o oo oo
Subject to any applicable requirements of the P.P.S.A. or other applicable law, all

Money collected or received by RBC pursuant to or in exercise of any right it possesses

with respect to Collateral shall be applied on account of Indebtedness in such manner as

RBC deems best or, at the option of RBC, may be held unappropriated in a collateral

account or released to Debtor, all without prejudice to the liability of Debtor or the rights

of-RBC- hereunder—and—any—surplus-shall-be-accounted_fox_as_cequlred_by_law

11. EVENTS OF DEFAULT

The happening of any of the following events or conditions shall constitute default
hereunder which is herein referred to as "default”:

{a) the nonpayment when due, whether by acceleration or otherwise, of any
principal or interest forming part of Indebtedness or the failure of Debtor to observe or
perform any obligation, covenant, term, provision or condition contained in this Security
Agreemsnt or any other agreement between Debtor and RBC;

{b) the death of or a declaration of incompetency by a court of competent
jurisdiction with respect to Debtor, if an individual;
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-+~ .——{(c)-the bankruptcy_or insolvency of Debtor; the filing against Debtor of a petition in
bankruptcy; the making of an authorized assignment for tHe berafit “of creditors-by - -~ -~
Debtor; the appointment of a receiver or trustee for Debtor or for any assets of Debtor or
the institution by or against Debtor of any other type of insolvency proceeding under the
Bankruptcy and Insolvency Act or otherwise;

(d) the institution by or against Debtor of any formal or informal proceeding for the
dissolution or liquidation of, settlement of claims against or winding up of affairs of
e Debtor;

(@) if any Encumbrance affecting Collateral becomes enforceable against Collateral;

(f) if Debtor ceases or threatens to cease to carry on business or makes or agrees
to make a sale of a substantial portion of Debtor's assets or commits or threatens to
commit an act of bankruptcy;

(g)if any execution, sequestration, extent or other process of any court becomaes
enforceable against Debtor or if a distress or analogous process is lavied upon the assets
of Debtor or any part thereof; and

{(h) it any certificate, statement, representation, warranty or audit report heretofore
or hereafter furnished by or on behalf of Debtor pursuant to or in connection with this
Security Agreement or otherwise (including, without limitation, the representations and
warranties contained ‘herein) or as an inducement to RBC to extend any credit to or to
enter into this or any other agreement with Debtor, proves to have besn false in any
material respect at the time as of which the facts therein set forth: were stated or
certified, or proves to have omitted any substantial contingent or unliquidated liability or
claim against Debtor; or if upon the date of execution of this Security Agresment, there
shall have been any material adversa change in any of the facts disclosed by any such
certificate, representation, statement, warranty or audit report, which change shall not

"= = have-been disclosed-to.RBC.at or. prior.to the time of such execution.
11A. REAL PROPERTY

{a) For the purposes of any application to register a crystallized floating charge
under the Land Title Act (British Columbia) against any Real Property, the floating charge
created by this Security Agreement shall be crystallized and become a fixed charge upon
the earliest of: :

(i) any one of the events described in Clause— 1+ hereof—-

(ii) a declaration by RBC pursuant to Clause 12 hereof:or

(iii) RBC taking any action pursuant to Clause 13 hersof to appoint a receiver or
to enforce its Security Interest or realizé upon all or any part of the

Collateral.

{b) In accordance with the Property Law Act (British Columbia), the doctrine of
consolidation applies to this Security Agreement.
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12. * ACCELERATION

RBC, in its sole discretion, may declare all or any part of lndebtedness which is not
by its terms payable on demand to ba immediately due and payable, without demand or
notice of any kind, in the event of defaulit, or, If RBC considers itself ingecure or that the " —
Collateral is in jeopardy. The provisions of this clause are not intended in any way to

affect any rights of RBC with respect to any Indebtedness which may now or hereafter
be payable on demand.

13. REMEDIES
(a) Upon default, RBC may appoint or reappoint by instrument in writing, any
person or persons, whether an officer or officers or an employee or employees of RBC or

not, to be a receiver or receivers (hereinafter called a "Raceiver”, which term when used
herein shall include a receiver and manager) of Collateral (including any interest, incoms
or profits therefrom) and may remove any Raceiver so appointed and appoint another in
its stead. Any such Recesiver shall, so far as concerns responsibility for its acts, be
deemed the agent of Debtor and not RBC, and RBC shall not be in any way responsible
for any misconduct, negligence or nonfeasance on the part of any such Receiver, its
servants, agents or employeses. Subject to the provisions of the instrument appointing it,
any such Receiver shall have power to take possession of Collateral, to preserve
Collateral or its value, to carry on or concur in carrying on all or any part of the business
of Debtor and to sell, lease, license or otherwise dispose of or concur in selling, leasing,
licensing or otherwise disposing of Collateral. To facilitate the foregoing powers, any
such Receiver may, to the exclusion of all others, including Debtor, enter upon, use and
occupy all premises owned or occupied by Debtor constituting Collateral or wherein
Collateral may be situate, maintain Collateral upon such premises, borrow money on a
secured or unsecured basis and use Collateral directly in carrying on Debtor's business or
as security for loans or advances to enable the Receiver to carry on Debtor's business or
otherwise, as such Receiver shall, in its discretion, determine. Except as may be
otherwise directed by RBC, all Money received from time to time by such Receiver in
carrying out its appointment shall be received in trust for and paid over to RBC. Every
such Recsiver may, in the discretion of RBC, be vested with all or any of the rights and
powers of RBC.

[ - rerm o pa (S 1008 ot Y e o - v A v ba ———— Ay ™ ———

(b) Upon default RBC may, en:her directly or through its agents or nominees,
exercise any or all of the powers and rights given to a Receiver by virtue of the foregoing
sub-clause (a). -

{c) RBC may take possession of, collect, demand, sue on, enforce, recover and
receive Collateral and give valid and binding receipts and discharges therefor and in

respect thereof and, upon default;”RBC may sell; lgase; licemse-or—otherwise—dispose-of————

Collateral in such ‘manner, at such time or tmes and place —or places—for—such
consideration and upon such terms and conditions as to RBC may seem reasonable.

{d) In addition to those rights granted hersin and in any other agreement now or
hereafter in effect between Debtor and RBC and in addition to any other rights RBC may
have at law or in equity, RBC shall have, both before and after default, all tights and
remedies of a secured party under the P.P.S.A. provided always, that RBC shall not be
liable or accountable for any failure to exercise its remedies, take possession of, collect,
enforce, realize, sell, lease, license or otherwise dispose of Collateral or to institute any
proceedings for such purposes. Furthermore, RBC shall have no obligation to take any
steps to preserve rights against prior parties to any Instrument or Chattel Paper or prior
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aoncumbrances on any Real Property whether Collateral or proceeds a‘nd whether or
_.not in RBC's possession and shall not be liable or accountable for failure to do so.

{e) Debtor acknowledges that RBC or any Receiver appointed by it may take
possession of Collateral wherever it may be located and by any method permitted by law
and Debtor agrees upon raquest from RBC or any such Receiver to assemble and deliver
possession of Collateral at such place or places as directed.

(f) Debtor agrees to be liable for and to pay all costs, charges and axpenses
incurred by RBC or any Recaiver or agent appointed by it, whether directly or for services

rendered (including solicitors costs on a solicitor and Rig own client basis and—auditors—
costs and other legal expenses and Receiver and agent remuneration), in operating
Debtor's accounts, preparing or enforcing this Security Agreement, inspecting and
determining the state of the Collateral, taking and maintaining custody of, preserving,
repairing, processing, preparing for disposition and disposing of Collateral and in
anforcing or collecting Indebtedness and all such costs, charges and expenses, togather
with any amounts owing as a rasuit of any borrowing by RBC or any Receiver appointed
by it, as permitted hereby, shall be a first charge on the proceeds of realization,
collection or disposition of Collateral and shall be securad hereby.

(g} RBC will give Debtor such notice, if any, of the date, time and place of any
public sale or of the date after which any private disposition of Collateral is to be mada
as may be required by the P.P.S.A. or other applicable law.

(h) Upon default and receiving written demand from RBC, Debtor shall take such
further action as may be necessary to evidence and effect an assignment or licensing of
Intellectual Property to whomsoever RBC directs, including to RBC. Debtor appgaints any
officer or director or branch manager of RBC upon default to be ijts attorney in
accordance with applicable legislation with full power of substitution and to do on
Debtor’s behaif anything that is required to assign, license or transfer, and to record any
assignment, licence or transfer of the Collateral. This power of attorney, which is

~coupled with. an interest, is irrevocable until the release or discharge of the Security
Interest. T e e e e e
14. MISCELLANEOUS
(a) Debtor hereby authorizes RBC to file such financing statements, financing
change statements, caveats, mortgages, forms, security notices and other documents
and do such acts, matters and things {including completing and adding schedules hereto

identifying Cdllh‘tﬁral‘cr‘any-permitte'd-Encnmbran-ces—affecﬁngoeeHater—al—er—ivdentéfying

the Tocations at whith %Wb%m@mriedm*and-ﬁoﬂatemkand—reeords—m!ating
thereto are situate) as RBC may deem appropriate to perfect on an ongoing basis and
continue the Security Interest, to protect and preserve Collateral and to realize upon the
Security Interest and Debtor hersby irrevocably constitutes and appoints the Manager or
Acting Manager from time to time of the herein mentioned branch of RBC the true and
lawful attorney of Debtor, with full power of substitution, to do any of the foregoing in
the name of Debtor whenever and wherever it may be deemed necessary or expedient.

{b) Without limiting any other right of RBC, whenever Indebtedness is immediately due
and payable or RBC has the right to declare Indebtedness to be immediately due and
payable (whether or not it has so declared), RBC may, in its sole discretion, set off
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against Indebtedness any and all amounts then owed to Debtor by RBC in any capacity,
whether or not due, and RBC shall be deemed to have exercised such right to set off

T T Timmediately “at the time-of-making-its-decision- to-do-so-even-thou gh--any-charge-therefor—— .—- .
is made or entered on RBC's records subsequent thersato.

{c) Upon Debtor's failure to parform any of its duties hereunder, RBC may, but shall
not be obligated to, perform any or all of such duties, and Debtor shall pay to RBC,
forthwith upon written demand therefor, an amount equal to the expense incurred by
RBC in so doing plus interest thereon from the date such expense is incurred until it is
paid at the rate of 15% per annum.

(d) RBC may grant extensions of time and other indulgences, take and give up security,
accept compositions, compound, compromise, settls, grant releases and discharges and
otherwise deal with Debtor, debtors of Debtor, sureties and others and with Collateral
and other security as RBC may see fit without prejudice to the liability of Dabtor or RBC's
right to hold and realize the Security Interest. Furthermors, RBC may demand, collect
and sue on Collateral in either Debtor's or RBC's name, at RBC's option, and. may
endorse Debtor's name on any and all cheques, commercial paper, and any other
Instruments pertaining to or constituting Collateral.

(e) No delay or omission by RBC in exercising any right or remedy hereunder or
with respact to any Indebtedness shall operate as a waiver thereof or of any other right
or remedy, and no single or partial exercise thersof shall preciude any other or further
exercise thereof or the exercise of any other right or remedy. Furthermore, RBC may
remedy any default by Debtor hereunder or with respact to any Indebtedness in’ any
reasonable manner without waiving the default remedied and without waiving any other
prior or subsequent default by Debtor. All rights and remedies of RBC granted or
recognized herein are cumulative and may be exercised at any time and from time to time
independently or in combination.

(f) Debtor waives protest of any Instrument constituting Collateral at any time held
by RBC on which Debtor is in any way liable and, subject to Clause 13 (g) hereof, notice
o '6f"a"h°y;‘b“fh'e"r ’éE‘.‘ﬁb‘h"‘féRéﬁ‘B”y—HB‘Cm. MIST NS 1S e L o et vt —n o ate 8 s T e e e ¢ e e m e . o

{g) This Security Agreement shall enure to the benefit of and be binding upon the
parties hereto and their respective heirs, executors, administrators, successors and
assigns. In any action brought by an assignee of this Security Agreement and the
Security Interest or any part thereof to enforce any rights hereunder, Debtor shall not
assert-against-the-assignee-any-claim-or defence_which_Debtor_now_has or hareafter may

-————hav-e—ag~air+s-t——RBG.—-lf—-meFe—thvavn—c.ne_Dehtor.-execuies_ihiLSHr‘uriTy Agreemant_the
obligations of such Debtors hereunder shall be joint and several and, unless the context
otherwise requires, a reference to "Debtor” herein shall be deemed to be a reference to
each of the undersigned.

(h).RBC may provide any financial and other information it has about Debtor, the
Security Interest and the Collateral to anyone acquiring or who may acquire an interest in
the Security Interest or the Collateral from RBC or anyone acting on behalf of RBC.

{i) Save for any schedules which may be added hereto pursuant to the provisions
hereof, no modification, variation or amendment of any provision of this Security
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Agresment shall be made except by a written agreement, executed by the parties
~ 7 7 hereto and no waiver of any provision Haraof shall'be effective anless in~writing:

() Subject to the requirements of Clauses 13 (@) and 14 (k) hereof, whenever
gither party hereto is required or entitled to notify or direct the other or to make a
demand or request upon the other, such notice, direction, demand or request shall be in
writing and shall be sufficiently given, in the case of RBC, if delivered to it or sant by
prepaid registered mail addressed to it at its address herein set forth or as changed
pursuant hereto and, in the case of Debtor, if delivered to it or if sent by prepaid

registered mail addressed To it at itfs 1ast addrass knowrto-RBCEither-party may notify
the other pursuant hereto of any changs in such party’s principal address to be used for
tha purposes hereof. : .

(k) This Security Agreement and the security affordad hereby is in addition to and
not in substitution for any other security now or hereafter held by RBC and is intended to
be a continuing Security Agreement and shall remain in full force and effect until the
Manager or Acting Manager from time to time of the herein mentioned branch of RBC
shall actually receiva written notice of its discontinuance; and, notwithstanding such
notice, shall remain in full force and effact thereafter until all Indebtedness contracted for
or created before the receipt of such notice by RBC, and any extensions or renewals
thereof (whether made before or after receipt of such notice) together with interest
accruing thereon after such notice, shall be paid in full.

(I} The headings used in this Security Agreement are for convenience only and are
not to be considered a part of this Security Agreement and do not in any way limit or
amplify the terms and provisions of this Security Agreement.

(m) When the context so requires, the singular number shall be read as if the plural
were expressed and the provisions hereof shail be read with all grammatical changes
necessary dependent upon the person referred to being a male, female, firm or

..corporation.

R e e i e - e e e o k@ et a0 " e it e s o+ o

(n} In the event any provisions of this Security Agreement, as amended from time
to time, shall be deemed invalid or void, in whole or in part, by any Court of competent
jurisdiction, the remaining terms and provisions of this Security Agreement shall remain in
full force and effect.

— to) Nuth-i-ng—h‘erei‘n—con'ta'rn'ed—shaH-iﬁ—any—way—ebﬁgate—RBG—-te—g;ant—,—cenﬁnue,—-———_
"*—rérrevvj—exterrrd—time—for-payment-of—or—aocept—any*thing—which—eensreit&'ees—er—weuld—-———————
constitute Indebtedness.

(p) The Security Interest created hereby is intended to attach when this Security
Agreement is signed by Debtor and delivered to RBC.

{a) Debtor acknowledges and agrees that in the event it amalgamates with any
other company or companies it is the intention of the parties hereto that the term
"Debtor” when used herein shall apply to each of the amalgamating companies and to
the amalgamated company, such that the Security Interest granted hereby:
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shall extend to “Collateral” (as that term is herein dafined) owned by each of

e w e —— the_amalgamating_companies_and_the amalgamated company at the time of

(ii)

amalgamation and to any "Collateral” thareafter owned or acquired by the
amalgamated company; and

shall secure tha "Indebtedness” (as that term is hersin defined) of each of
the amalgamating companies and the amalgamated company to RBC at the
time of amalgamation and any "Indebtedness” of the amalgamated company
to RBC thereaftar arising. The Sacurity Interest shall attach to "Collateral”

owned__by _each__company _amalgamating with Debtor, and by the

(@) In

amalgamated company, at the time of amalgamation, and shall attach to any
"Collateral" thereafter owned or acquired by the amalgamated company
when such becomes owned or is acquired.

the event that Debtor is a body corporate, it is hereby agreed that The

Limitation of Civil Rights Act and The Land Contracts (Actions) Act of the Province of
Saskatchewan, or any provisions thereof, shall have no application to this Security
Agreement or any agreemsent or instrument renewing or extending or collateral to this
Security Agreement. In the event that Debtor is an agricultural corporation within the
maeaning of The Saskatchewan Farm Security Act, Debtor agrees with RBC that all of Part
{V (other than Section 46) of that Act shall not apply to Debtor.

(r) This Security Agreement and the transactions evidenced hereby shall be
governed by and construed in accordance with the laws of the province whera the herein
mentioned branch of RBC is located including, where applicable, the P.P.S.A. and the

Land Title Act.

15. COPY OF AGREEMENT AND FINANCING STATEMENT
(a) Debtor hereby acknowledges rsceipt of a copy of this Security Agreement.

(b) Debtor waives Debtor's right to receive a copy of a financing statement or

~-finaneing-change-statement-registered-by-RBC..or. any. verification_statement pertaining to

a registration by RBC.
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INDIVIDUAL DEBTOR
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|SURNAME (LAST NAME)

FIRST NAME

SECOND NAME

ADDRESS OF INDIVIDUAL DEBTOR

DATE OF BIRTH
YEAR MONTH DAY

CITY

PROVINCE POSTAL CODE

SURNAME (LAST NAME)

FIRST NAME

SECOND NAME

ADDRESS OF INDIVIDUAL DEBTOR’

DATE OF BIRTH
YEAR MONTH DAY

CiTY

PROVINCE POSTAL CODE

BUSINESS DEBTOR

NAME OF BUSINESS DEBTOR
{Advantage-Qilfield_Group_Ltd._____

ADDRESS OF BUSINESS DEBTOR
PO Box 22007 RPO Med Hat Core

CITY

PROVINCE

POSTAL CODET———

Medicine Hat

AB T1A 8MS5
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. £-FONM 923 1012007

IN WITNESS WHEREOF Debtor has executed this Security Agreement on the dats
- — — - specified-below

EXESX;}'EON Advantage Oilfield Group Ltd. -
Per: é’f——-
WITNESS / Y |M|D W .
OFFICER SIGNATURE*  0%|0t 2§ B - .
(as to all signatures) Per:
Secreatary

Name: * *Carrying on Business as:
* Address
* Address (Principal Address)

Profgssnonal Capacity (City, Town, etc. & Provincae)

BRANCH ADDRESS

AB SE COMMERCIAL MARKETS
580 3RD ST SE
MEDICINE HAT AB T1A 0H3

* Officer certification required in B.C. only

© % OFFICER CERTIFICATION =~~~ "m = rms e s s o T ' T
Your signature constitutes a representation that you are a solicitor, notary public or other
person authorized by the Evidence Act, R.S.B.C. 1996. c. 124, to take affidavits for use
in British Columbia and certifies the matters set out in Part 5 of the Land Title Act as
they pertain to the execution of this instrument.
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' SCHEDULE “A” ‘

(ENCUMBRANCES AFFECTING COLLATERAL)

Type Secured Party Registration Number
Security Agreement Prospect Energy Corporation and 06053028525

Prospect Capital Funding LLC L
c/o Prospect Capital Management, LL.C
and Prospect Capital Corporation

Security Agreement Prospect Energy Corporation and 06053028632
: Prospect Capital Funding LLC
c/o Prospect Capital Management, LLC
and Prospect Capital Corporation

Security Agreement Prospect Energy Corporation and 06053028707
Prospect Capital Funding LLC _ :
c/o Prospect Capital Management, LLC
and Prospect Capital Corporation

Security Agreement Prospect Energy Corporation and 06053029085
' Prospect Capital Funding LLGC
¢/o Prospect Capital Management, LLC
and Prospect Capital Corporation

Security Agreement Prospect Energy Corporation and 06053029580
Prospect Capital Funding L1.C :
o e e e -.-.-.__*._..c[o-Prospect'-CapitalManagement,.LLC-._-_...- e e
' and Prospect Capital Corporation

Land Charge Prospect Energy Corporation and 06053037765
Prospect Capital Funding LLC, c¢/o '
Prospect Capital Management, LLC

—~——-Security Agreement__ Prospect Energy Corpaoration and 06053038565

Prospect Capital Funding LLC, c/o
Prospect Capital Management, LLC

Security Agreement Chrysler Financial and 06061215775
Daimler Chrysler Financial Services
Canada Inc.



SCHEDULE “B”

1. Location of Debtor’s Business Operations

47 - 3¢ Avenue, East
Dunmore, Alberta
T0J 1A0Q ‘

2. Locations of Records relating to Collateral (if different from 1. above)

Same as above

3. Locations of Collateral (if different from 1. above)

Same as above




SCHEDULE "¢"
(DESCRIPTION OF PROPERTY)

L-FORM 923 @1/2007)

D e - —
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:2853715_1.DOC.

EDMDOCSIRRUTMAN|2853715-1

Bankruptcy No. S 236

IN THE COURT OF QUEEN’S BENC]
OF ALBERTA
IN BANKRUPTCY

IN THE MATTER OF THE BANKRUPTC
OF
ADVANTAGE OILFIELD GROUP LTD.

AFFIDAVIT OF TRUTH OF
STATEMENTS IN APPLICATION

FRASER MILNER CASGRAIN LLP
Barristers and Solicitors
2900, 10180 - 101 Street
Manulife Place
Edmonton, Alberta
T5J 3V5
Solicitor: Ray C. Rutman
Telephone: (403) 423-7246
File: 125665-8158/RCR





