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JENNIFER M. OsGo0oD
josgood@bfw-law.com

June 10, 2011

Via U.S. Mail

Executive Chairman

Oilsands Quest Inc.

800, 326 11th Avenue SW
Calgary, Alberta, Canada T2R OC5

RE: Indemnification of Thomas Milne and W. Scott Thompson
Re: St. Lucie County Fire District Firefighter’s Pension Trust Fund, et al.
v.Qilsands Quest Inc. (f/k/a Canwest Petroleum Corporation), et al.
U. S. District Court, Southern District of New York Case No. 11CV1288 :
Our File No. 4791.01

Dear Sir or Madam:

As we have discussed with Leigh Peters, General Counsel to Oilsands Quest Inc.
(herein the “Corporation™), as reflected in Ms. Mehringer’s June 3, 2011 letter, a copy of
which is enclosed as a convenience, our firm has been approved to represent Thomas Milne :
(“Mr. Milne™) and W. Scott Thompson (“Mr. Thompson”) who have been named as
defendants in the above-entitled civil litigation.

As you know, Mr. Milne and Mr. Thompson each entered in{o an Indemnity
Agreement with the Corporation. Copies of these Indemnity Agreements, both of which are
dated January 1, 2007, are enclosed for your reference.

Pursuant to the Indemnification Agreements, § 5.3(b), both Mr. Milne and Mr.
Thompson are entitled to employ their own counsel at the Corporation’s expense if the
employment of counsel has been previously authorized by the Corporation. See
Indemnification Agreements, § 5.3(b)(d).

Thus and with regard to these Indemnity Agreements, Mr. Milne and Mr. Thompson
hereby notify the Corporation of their right and entitlement to indemnification and to be held
harmless against all liabilities, expenses, and losses — as those terms are defined in the
Indemnity Agreements — actually and reasonably incurred by either Mr. Milne or Mr.
Thompson in respect to this civil litigation. See Indemnification Agreement, § 2. In
addition, Mr. Milne and Mr. Thompson have acted honestly and in good faith with respect to
the transaction which is at issue in the above-entitled civil litigation. As a result, Mr. Milne
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and Mr. Thompson are entitled to the advancement of their litigation expenses pursuant to
the Indemnification Agreements, 3, and respectfully request the advancement of such sums
as may be reasonably incurred by Mr. Milne and Mr. Thompson for their attorney’s fees and
costs in connection with the investigation, defense, and participation in this proceeding.

For your information and with respect to our representation of Mr. Milne and Mr.
Thompson, our firm will charge our standard hourly rates for all services rendered. Asa
litigation partner with my firm, I will manage this litigation. My standard rate is $275.00
per hour. I anticipate that Theresa Mehringer, one of our firm’s transactional chairs, will be
involved in a consultative way in this matter. Ms. Mehringer’s standard rate is $395.00 per
hour. In addition, I anticipate that I will be assisted by an associate, Trevor Crow, whose
rate is $175.00 per hour. It is our Firm's practice to work on matters as a team and to utilize
the firm's attorneys and paralegals in the most cost-effective manner possible consistent with
our goal of providing our clients with quality professional services. To minimize attorney’s
fees and costs in this matter, the client is billed at the hourly rate of the attorney or paralegal
our firm assigns to the matter and who actually performs services for the client.

In addition, a client is obliged to pay all of our firm’s expenses, costs, and
disbursement, i.e., expenses incurred in investigating, filing, and pursing this matter,
including, without limitation, expenses for filing of papers with a court or administrative
agency, service of process, legal research and related computer terminal and use charges,
deposition charges and expenses, expert witness fees, lay witness fees, preparation of
exhibits for settlement or trial, long distance telephone calls, special photocopying expenses,
mileage, and transportation and lodging expenses.

We request instructions from you on how and to whom you wish our bills to be
directed. In this regard, we normally bill on a monthly basis and submit bills to a client
shortly after the end of each month. If a bill is not paid within 30 days of the billing date,
our firm may add an interest charge of one of one-half percent per month (18% per annum).
To protect our attorney-client privilege with Mr. Milne and Mr. Thompson, our billings as
submitted to you may be somewhat redacted. However, if you have questions about any
particular entry, please do not hesitate to give us a call and we will, consistent with our
obligations to our clients, discuss the matter with you.

Please let me know if you have any questions or wish to discuss these arrangements.
Again, please give us instructions on the submittal of future billings. We look forward to a
mutually beneficial relationship in this matter and in our representation of Mr. Milne and

Mr. Thompson.
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Thank you for your courtesy. *
|
Sincerely, '
- Je sgood ;
For the Rirm
Enclosures
!
cc:  Mr. Thomas Milne (via email) 1

Mr. W. Scott Thompson (via email)

Theresa M. Mehringer, Esq. (via email) |
Leigh Peters, Esq. (via email)
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INDEMNITY AGREEMENT

THIS AGREEMENT is effective as of January 1, 2007.

BETWEEN:

RECITALS:

1

OILSANDS QUEST INC,, a corporation incorporated under the laws of
Colorado, having its head office in the City of Calgary (the "Cotporation”)

-and -

W. Scott Thompson
of Houston, Texas, U.S.A.
- (the "Indemnified Party™)

The Indemnified Party is, or has agreed to act as, a director or officer of the Corporation
and/or is acting or may, at the Corporation's request, act in an Authorized Capacity of
Another Entity and the Corporation wishes the Indemnified Party to serve or continue in
such capacity; and '

In order to induce the Indemnified Party to serve or continue to provide services to the
Corporation or Another Entity, the Corporation wishes to provide for the indemnification
of, and advancement of expenses to, the Indemnified Party to the maximum extent
permitted by applicable law. -

NOW THEREFORE, in consideration of the premises and mutual covenants herein

contained, and in consideration of the Indemnified Party agreeing to act,.or to continue to act, as
a director or officer of the Corporation or in an Authorized Capacity with Another Entity, the
Corporation and the Indemnified Party do hereby covenant and agree as follows:

I.

1.1

Definitions

As used in this Agreement, including the Recitals:

(@ » Act" means the Colorado Business Corporation Act, as amended,;
(b)  "Advance" means an advance of Expenses to the Indemnified Party pursuant to
Section 3;
(e "Another Entity" means a corporation, partnership, joint venture, trust or

unincorporated association or organization of which the Indemnified Party serves
in an Authorized Capacity at the request of the Corporation;

(d)  "Authorized Capacity” means a director or officer, or a similar capacity, of a

Another Entity;
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(e) "By-Laws" means the by-laws of the Corporation;
® "Court" means the Court of Queen's Bench of the Province of Alberta;

(&  "Expenses”" means all costs, charges and expenses incutred by the Indemnified
Party in respect of any Proceedings including, without limitation, reasonable fees
and disbursements of counsel and other professional fees and out-of-pocket
expenses for attending discoveries, trials or hearings and meetings to prepare for
such proceedings, but shall not include Loss;

(h)  "Liabilities" means the Expenses and Loss incurred by the Indemnified Party in
respect of any Proceedings;

) "Loss" means amounts which the Indemnified Party is legally obligated to pay as
a result of a Proceeding against the Indemnified Party including amounts paid to
settle an action or satisfy a judgment or to satisfy any fines or penalties levied in
respect of such Proceedings, but shall not include Expenses; and

) "Proceedings" means any threatened, pending or completed civil, ctiminal,
administrative, investigative or other proceeding (including formal and informal
inquiries and hearings), whether or not charges have been laid against the
Corporation or Another Entity or the Indemnified Party, in which the Indemnified
Party is involved by reason of the Indemnified Party's association with the
Corporation or Another Entity, or by reason of anything done or not done by the
Indemnified Party in the capacity as a director or officer of the Corporation or in
an Authorized Capacity with Another Entity.

2. Indemnification

2.1  Except in respect of an action referred to in Section 2.2 and subject to Section 2.3, the
Cotporation shall indemnify and save harmless the Indemnified Party from and against all
Liabilities, actually and reasonably incurred by the Indemmified Party in respect of any
Proceedings ift '

(@  the Indemnified Party acted honestly and in good faith with a view to the best
interests of the Corporation or Another Entity, as the case may be; and

(b) in the case of a criminal or administrative action or proceeding that is enforced by
a monetary penalty, the Indemnified Party had no reasonable grounds for
believing that the Indemnified Party's conduct was unlawful.

2.2 Inrespect of | any action by or on behalf of the Corporation or Another Entity to procure a

judgment in its favour, to which the Indemnified Party is made a party by reason of being or

having been a director or officer of the Corporation or serving in an Authorized Capacity with
Another Entity, or by reason of anything done or not done by the Indemmified Party in any such
capacity, the Corporation shall, with the prior approval of the Court, indemnify and save
harmless the Indemnified Party against all Expenses actually and reasonably incurred by the
Indemnified Party in connection with such Proceedings if the Indemmified Party fulfils the
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conditions set out in Sections 2.1(a) and (b) above. The Corporation agrees to make application
to the Court for approval of such indemnification and to use reasonable commercial efforts to
obtain approval to such indemnification.

2.3 Notwithstanding any other provision of this Agreement, the Corporation shall not be
obligated to:

(a) = indemnify the Indemnified Party or make Advances with respect to Proceedings
initiated or brought voluntarily by the Indemnified Party and not by way of
defence, except (i) with respect to Proceedings to enforce a right to
indemnification or Advance pursuant to this Agreement, or (ii) in specific cases if
the Board of Directors of the Corporation has approved the initiation of such
Proceedings; or

(b)  indemnify the Indemnified Party in respect of any amounts the payment of which
by the Corporation is not permitted by applicable law.

24  For the purposes of this Agreement, the termination of any Proceedings by judgment,
order, settlement or conviction, or similar or other result shall not, of itself, create any

. presumption for the purposes of this Agreement that the Indemnified Party did not act honestly

and in good faith with a view to the best interests of the Corporation or Another Entity, as the
case may be, or that, in the case of a criminal or administrative action or proceeding that is
enforced by monetary penalty, the Indemnified Party had no reasonable grounds for believing

that the Indemnified Party's conduct was unlawful, unless the judgement or order of the court or

other competent authority shall specifically find or determine otherwise.

2.5  Inrespect of any claim for indemnification pursuant to this Agreement, the Corporation
may not indemnify the Indemnified Party unless a determination is made that the Indemnified
Party acted honestly and in good faith and with a view to the best interests of the Corporation or
Another Entity, as the case may be, and, in the case of a ctiminal or administrative action or
proceeding that is enforced by a monetary penalty, to have had no reasonable grounds for
believing that his (her) conduct was unlawful. The determination shall be made either: (1) by a
majority vote of the board of directors present at a meeting at which a quorum is present, and
only those directors not parties to the Proceedings shall be counted in satisfying the quorum; (2)
if a quorum cannot be obtained, by a majority vote of a committee of board of directors
designated by the board of directors, including the directors who are parties to the Proceedings,
which committee shall consist of two or more directors not parties to the Proceedings; (3) if a
quorum cannot be obtained under (1) and a committee cannot be established under (2), then the
determination shall be made by independent legal counsel selected by a majority vote of the full
board of directors, or by the shareholders,

2.6  If the Indemnified Party is entitled under this Agreement to a portion but not all of thé
benefit of the indemmification provided hereunder, the Corporation shall indemnify ‘the
Indemnified Party for the portion thereof to which the Indemnified Party is determined to be
entitled.

1960231821273, vi
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3. Advance Of Expenses

3.1 Subject to Section 2.3, the Corporation shall advance moneys to the Indemnified Party
for Expenses of the Indemnified Party reasonably incurred in respect of any Proceedings referred
to in Section 2.1, as may be appropriate to enable the Indemnified Party to properly investigate,
defend, participate in or appeal such Proceedings.

32 The Corporation shall seek Court approval to the advance of moneys to the Indemnified
Party for Expenses reasonably incurred by the Indemnified Party in respect of Proceedings
referred to in Section 2.2.

3.3 . Inthe event that it is ultimately determined that the Indemnified Party was not entitled to
be indemnified, or was not entitled to be fully indemnified, for any Liabilities in any Proceedings
in respect of which Advances have been made under Section 3.1 or 3.2, the Indemnified Party
shall reimburse the Corporation for such Advances or portion of such Advances,

34  An Advance shall be made by the Corporation upon receipt of :

(@  a written request for Advance containing sufficient detail of the Proceedings and
Expenses to enable the Corporation to determine whether and the extent to which
the Indemnified Party is entitled to an Advance;

(b)  copies of all receipts, invoices and other supporting material reasonably required
by the Corporation (including in the case of legal or other professional advisors, a
detailed description of the services rendered) in respect of the Expenses;

()  awritten acknowledgement of the Indemnified Party's obligation to reimburse the
Corporation for the amount of all Advances if it is determined that the
Indemnified Party was not entitled to be indemnified or fully indemnified for
Expenses in respect of which Advances were made by the Corporation; and

(d)  a written affirmation that, based on facts known to the Indemnified Party and in
relation to the matter giving rise to the request for the Advance, the Indemnified
Party in good faith believes that the Indemnified Party:

@) acted honestly and in good faith with a view to the best interests of the
Corporation or, as the case may be, to the best interests of Another Entity
for which the Indemnified Party acted in an Authorized Capacity; and

(ii)  inthe case of a criminal or administrative proceeding that is enforced by a
monetary penalty, the Indemnified Party had no reasonable grounds for
believing that his or her conduct was unlawful.

(6)  adetermination that is made pursuant to Section 2.5 that the facts then known will
not preclude indemnification under this Agreement. : :

3.5  The Corporation shall make such Advance within 30 days of receipt of all such required
material. '

1960208211 73.v2
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3.6  The Corporation may at its sole discretion provide Advances for future Expenses.

3.7  The Corporation shall only be required to make an Advance to the extent that it is
reasonable in the circumstances and shall be entitled to contest in good faith the reasonableness
of any portion of a request for an Advance.

4. Insurance

4.1 The Corporation represents to the Indemnmified Party that, as of the date of this
Agreement, the Corporation has an existing directors’ and officers' liability insurance policy in
full force and effect and that the Indemnified Party is included as an insured person under such
policy.

42 The Corporation shall from time to time make a good faith determination whether or not
it is practicable for the Corporation to obtain or maintain such insurance coverage. Among other
considerations, the Corporation will weigh the costs of obtaining such insurance against the
protection afforded by such coverage. If insurance is obtained, the Corporation agrees to use its
best commercial efforts to maintain the Indemnified Party as an insured person under such policy
with the same rights and benefits, subject to the same limitations, as are accorded the most
favourably insured of the Corporation's directors and officers.

43  Notwithstanding the foregoing, the Corporation shall have no obligation to obtain or
maintain such insurance if the Corporation determines in good faith that such insurance is not
reasonably available, if the premiums are too high or if the coverage provided is limited by
exclusions so as to provide insufficient benefit. The Corporation shall promptly notify the
Indemnified Party in the event that a determination is made not to continue to maintain such
insurance or if a change is made in such policy whlch would have a material effect on the
coverage available to the Indemnified Party.

44  The obligation of the Corporation to make payments to the Indemnified Party under this
Agreement and the timing of such payments shall not be affected or reduced by any limitations,
policy limits or deductible amounts contained in any insurance carried by the Corporation or
whether the Corporation has in fact received payment from the insurer.

5. Indemnification Procedures

5.1  If any Proceeding is brought or asserted against or involves the Indemnified Party, the
Indemnified Party shall promptly notify the Corporation of the nature and details of such

Proceeding as soon as the Indemnified Party is notified of such Proceeding (provided that any.

failure to so notify promptly shall relieve the Corporation of liability under this Agreement only
to the extent that such failure prejudices the ability to defend such claim).

5.2 If, at the time of the receipt of such notice, the Corporation has directors' and officers’

liability insurance in effect, the Corporation shall give prompt notice of the commencement of

such Proceeding to the insurers in accordance with the procedures set forth in the respective
policies.

196020821173.01
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53 The Corporation. shall be entitled to assume the defence or representation of the
Indemnified Party in any such Proceeding through legal counsel selected by the Corporation

" reasonably acceptable to the Indemnified Party. If any other similarly indemnified persons are

also a party to, or involved in any such Proceeding, the Cotporation may employ counsel to
tepresent jointly the Indemnified Party and such other persons. After retention of counsel by the
Corporation, the Corporation shall not be liable to the Indemnified Party under this Agreement
for any fees and expenses of counsel subsequently incurred by the Indemnified Party with
respect to the same Proceeding, provided that:

(a)  the Indemnified Party shall have the right to employ bis or her own counsel at the
Indemnified Party's own expense (which shall not qualify as Expenses); and

()  the Indemnified Party shall have the right to retain his or her own counsel at the
Corporation’s expense (which shall qualify as Expenses) if:

® the employment of counsel by the Indemnified Party has been previously
authorized by the Corporation,

(i)  the Indemnified Party shall have been advised by counsel that there isa
potential conflict in the joint representation referred to above and such
joint representation would be precluded under applicable standards of
professional conduct then prevailing in the jurisdiction in which such
Proceedings are being conducted, or

(i)  the Corporation shall not continue to retain counsel to assume the defence
of such Proceedings.

If the Indemnified Party elects to retain counsel in any Proceeding in respect of
which indemnification may be sought from the Corporation pursuant to this
Agreement, and any similarly indemmified persons are also a party to such
Proceeding, the Indemnified Party, together with such other persons, will employ
counsel to represent jointly the Indemnified Party and such other persons, unless
the Indemnified Party is advised by counsel that there is a potential conflict in
such joint representation and such joint representation would be precluded under
applicable standards of professional conduct then prevailing in the jurisdiction in
which such Proceedings are being conducted, in which case the Indemnified Party
will notify the Corporation and will be entitled to be represented by separate
counsel.

54  The Indemnified Party shall not settle, and the Corporation shall not be liable for any
settlement of, any Proceeding without the Cotporation’s written consent. The Corporation shall
not settle any Proceeding in a manner that would impose any fines, penalties or obligations on
the Indemnified Party without the written consent of the Indemmified Party. Neither the
Corporation nor the Indemnified Party shall unreasonably withhold their consent to any proposed
settlement.

55  The Indemnified Party agrees to give the Corporation such information and co-operation
as the Corporation may reasonably require from time to time in respect of all matters hereunder.
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The Corporation agrees to give the Indemnified Party such information and co-operation as the
Indemnified Party may reasonably require from time to time in respect of all matters hereunder.

56  Payment of indemnification in respect of a Proceeding shall be made by the Corporation
as soon as practicable but in any event within 60 days after a written claim by the Indemnified
Party is received by the Corporation (which claim shall include such documentation and
information as is reasonably necessary to determine whether and to what extent the Indemnified
Party is entitled to indemnification, including but not limited to copies of invoices received by
the Indemnified Party in connection with any Expenses), unless a determination is made by the
Corporation that the Indemnified Party is not entitled to indemnification,

6. Enforcement

6.1  Ifaclaim under this Agreement for indemnity for Liabilities or for an Advance is refused
ot is not paid in full by the Corporation within 60 days in the case of indemnity for Liabilities
and 30 days in the case of an Advance; after a written claim and all required supporting material
has been received by the Corporation, the Indemnified Party may at any time thereafter bring suit
against the Corporation to recover the unpaid amount of the claim and, if successful in whole or
in part, the Indemnified Party will be entitled to be paid also the expense of prosecuting such
claim, including reasonable fees and expenses of counsel. It shall be a defence to any such
action (other than an action brought to enforce a claim for an Advance incurted in connection
with any Proceeding in advance of its final disposition) that the Indemnified Party has not met
the standards of conduct which make it permissible under applicable law for the Corporation to

- indemnify the Indemnified Party for the amount claimed, or is otherwise not entitled to

indemnification under this Agreement, but the burden of proving such defence shall be on the
Corporation and the Indemnified Party shall be entitled to receive Advances pursuant to Section
3 unless and until such defence may be finally adjudicated by a court order or judgement from
which no further appeal exists. It is the parties' intention that if the Corporation contests the
Indemnified Party's right to indemnification, the question of the Indemnified Party's right to
indemnification shall be for the court to decide, and no determination by the Corporation
(including its Board of Directors, any committee of directots or independent legal counsel) that
the Indemnified Party has not met the applicable standard of conduct shall create a presumption
that the Indemnified Party has not met the applicable standard of conduct.

7, Taxes Payvable

7.1  The Corporation agrees to reimburse the Indemnified Party for the net amount of all taxes
payable by the Indemnified Party under the taxing laws of any jurisdiction as a result of the
payment or reimbursement or Advance under this Agreement, including this clause, constituting
a taxable benefit to the Indemnified Party.

8. Other Rights

8.1  Notwithstanding any other provision of this Agreement, the Corporation hereby agrees to
indemnify the Indemnified Party to the fullest extent permitted by law, notwithstanding that such
indemnification is not specifically authorized by the provisions of this Agreement. In the event
of any change after the date of this Agreement in any applicable law or rule (whether by
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legislative action or judicial decision), which grants or permits any greater right to
indemnification and/or advancement of expenses, such changes shall automatically apply to the
Indemnified Party's rights, and the Corporation's obligations, nnder this Agreement. In the event
of any change in applicable law which narrows the right of the Corporation to indemnify or to
advance expenses to the Indemnified Party, such changes shall automatically apply to this
agreement except to the extent that such law is not required to be applied to this Agreement.

8.2  The indemnification and advances as provided by this Agreement shall not be deemed to
derogate from or exclude any other rights to which the Indemnified Party may be entitled under
any provision of the Act or otherwise at law, the Articles of the Corporation, the By-Laws, any
other agreement of the Corporation, any vote of shareholders of the Corporation, or otherwise.

83  The obligations of the Corporation under this Agreement. shall cover the Indemnified
Party's service as a director or officer of the Corporation or in an Authorized Capacity with a
Another Entity and all of his or her acts in any such capacity whether prior to or after the date of
this Agreement.

- 8.4  The obligations of the Corporation under this Agreement (including for greater certainty
the obligation with respect to insurance under Section 4.2) shall continue for the longest period
permitted under applicable law after the Indemnified Party has ceased to be a director or officer.
of the Corporation or ceased to serve in an Authorized Capacity with a Another Entity.

9, Deceased Indemmified Party

.91 If the Indemnified Party is deceased and is entitled to indemnification under any
provisions of this Agreement, the Corporation agrees to indemnify and hold harmless the
Indemnified Party's estate and executors, administrators, legal representatives and lawful heirs to
the same extent as it would indemnify the Indemnified Party, if alive, hereunder.

10. Notices

10.1 Unless otherwise permitted by this Agreement, all notices, requests, demands and other
communications hereunder shall be in writing and shall be deemed to have been fully given if
delivered to the party to whom the notice or other communication is directed:

(a)  if to the Indemnified Party, at the address set forth on the signature page below;

(b)  if to the Corporation, at the address of its head office, to the attention of the
Executive Chaimman;

or to such other address as each party may from time to time notify the other of in writing.

102 If the Corporation receives notice from any other source of any matter which the
Indemnified Party would otherwise be obligated hereunder to give notice of to the Corporation,
then the Indemnified Party shall be relieved of the Indemnified Party's obligation hereunder to
- give notice to the Corporation, provided the Corporation has not suffered any damage from the
failure of the Indemnified Party to give notice as herein required.

1968231\821273.v1



11. Severability .

11.1  If any provision or provisions of this Agreement shall be held to be invalid, illegal or
unenforceable for any reason whatsoever:

(8  the validity, legality and enforceability of the remaining provisions of this
Agreement (including, without limitation, all portions or any paragraphs of this
Agreement containing any such provision held to be invalid, illegal or
unenforceable that are not of themselves in the whole invalid, illegal or
unenforceable) shall not in any way be affected or impaired thereby; and

(b) tothe fullest extent possible, the provisions of this Agreement (including, without

limitation, all portions of any paragraphs of this Agreement containing any such

- provision held to be invalid, illegal or unenforceable, that are not of themselves in

the whole invalid, illegal or unenforceable) shall be construed so as to give effect

to the intent manifested by the provision which is held to be invalid, illegal or
unenforceable.

12.  Governing Law And Consent To Jurisdiction

12.1 The parties hereto agree that this Agreement shall be consttued and enforced in
accordance with, and governed by, the laws of the Province of Alberta.

122 The Corporation and the Indemmified Party each hereby irrevocably consent to the
exclusive jurisdiction and venue of the couris of the Province of Alberta for all purposes in
connection with any action or proceedings which arises out of or relates to this Agreement and
agree that any action instituted under this Agreement shall be commenced, prosecuted and

.continued only in such courts.

13, Counterparts

13.1 This Agreement may be executed in counterparts and delivered via facsimile. Each such
counterpart shall be deemed to be an original, but all of which together shall constitute one and

the same instrumcnt.

14. Modification And Waiver

14.1 No supplement, modification or amendment of this Agreement shall be binding unless
executed in writing by both of the parties hereto. No waiver of any of the provisions of this
Agreement shall be deemed or shall constitute a waiver of any other provisions hereof (whether
or not similar) nor shall such waiver constitute a continuing waiver.

15. Prior Agreements

15.1 This Agreement shall supersede and replace any and all prior agreements (except any
written agteement of employment between the Corporation and the Indemnified Party, which
shall remain in full force and effect except to the extent augmented or amended herein) between
the parties hereto respecting the matters set forth herein.

15602308271 73.0)
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' 16. Successors And Assigns

16.1  This Agreement shall be binding upon and enure to the benefit of the Corporation and its
successors and assigns, including any Corporation with which the Corporation is merged or
amalgamated, and to the Indemnified Party and the Indemnmified Party's executors,
administrators, legal representatives, lawful heirs, successors and assigns.

IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the date
first above written.

Date: Mzt 16, 2007

INDEMNI TKPARTY WITNESS
Sign: CJLJH / Sign: )%"" A 17{%‘

Print: W Dees ﬂﬁ\w3 Print: /Sl K RTy
\ )
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INDEMNITY AGREEMENT

THIS AGREEMENT is effective as of January 1, 2007.

BETWEEN:

RECITALS:

1.

OILSANDS QUEST INC., a corporation incorporated under the laws of
Colorado, having its head office in the City of Calgary (the "Corporation”)

-and -

Tom Milne
of Calgary, Alberta, Canada
(the "Indemnified Party")

The Indemnified Party is, or has agreed to act as, a director or officer of the Corporation
and/or is acting or may, at the Corporation's request, act in an Authorized Capacity of
Another Entity and the Corporation wishes the Indemnified Party to serve or continue in
such capacity; and

In order to induce the Indemnified Party to serve or continue to provide services to the

Corporation or Another Entity, the Corporation wishes to provide for the indemnification
of, and advancement of expenses to, the Indemnified Party to the maximum extent
permitted by applicable law.

NOW THEREFORE, in consideration of the premises and mutual covenants herein

contained, and in consideration of the Indemnified Party agreeing to act, or to continue to act, as
a director or officer of the Corporation or in an Authorized Capacity with Another Entity, the
Corporation and the Indemnified Party do hereby covenant and agree as follows:

1'
1.1

Definitions

As used in this Agreement, including the Recitals:

(a) "Act" means the Colorado Business Corporation Act, as amended;
(b)  "Advance" means an advance of Expenses to the Indemnified Party pursuant to
Section 3;

) "Another Entity" means a corporation, partnefship, joint venture, trust or
unincorporated association ot organization of which the Indemnified Party serves
in an Authorized Capacity at the request of the Corporation;

(@  "Authorized Capacity” means a director or officer, or a similar capacity, of a
Another Entity;
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()  "By-Laws" means the by-laws of the Corporation;
® "Court" means the Court of Queen’s Bench of the Province of Alberta;

() "Expenses” means all costs, charges and expenses incwred by the Indemnified
Party in respect of any Proceedings including, without limitation, reasonable fees
and disbursements of counse! and other professional fees and out-of-pocket
expenses for attending discoveries, trials or hearings and meetings to prepare for
such proceedings, but shall not include Loss;

(h)  "Liabilities" means the Expenses and Loss incurred by the Indemnified Party in
respect of any Proceedings;

'6)) "Loss" means amounts which the Indemnified Party is legally obligated to pay as
a result of a Proceeding against the Indemnified Party including amounts paid to
settle an action or satisfy a judgment or to satisfy any fines or penalties levied in
respect of such Proceedings, but shall not include Expenses; and

G) "Proceedings” means any threatened, pending or completed civil, criminal,
administrative, investigative or other proceeding (including formal and informal
inquiries and hearings), whether or not charges have been laid against the
Corporation or Another Entity or the Indemnified Party, in which the Indemnified
Party is involved by reason of the Indemnified Party's association with the
Corporation or Another Entity, or by reason of anything done or not done by the
Indemnified Party in the capacity as a director or officer of the Corporation or in
an Authorized Capacity with Another Entity.

2. Indemnification

2.1  Except in respect of an action referred to in Section 2.2 and subject to Section 2.3, the
Corporation shall indemmify and save harmless the Indemnified Party from and against all
Liabilities, actually and reasonably incurred by the Indemnified Party in respect of any
Proceedings if: o

(&)  the Indemnified Party acted honestly and in good faith with a view to the best
interests of the Corporation or Another Entity, as the case may be; and

(b)  in the case of a criminal or administrative action or proceeding that is enforced by
a monetary penalty, the Indemnified Party had no reasonable grounds for
believing that the Indemmified Party's conduct was unlawful. -

2.2 Inrespect of any action by or on behalf of the Corporation or Another Entity to procure a
judgment in its favour, to which the Indemnified Party is made a party by reason of being or
having been a director or officer of the Corporation or serving in an Authorized Capacity with
Another Entity, or by reason of anything done or not done by the Indemnified Party in any such
capacity, the Corporation shall, with the prior approval of the Court, indemnify and save
harmless the Indemnified Party against all Expenses actually and reasonably incurred by the
Indemnified Party in connection with such Proceedings if the Indemnified Party fulfils the
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conditions set out in Sections 2.1(a) and (b) above. The Corporation agrees to make application
to the Court for approval of such indemnification and to use reasonable commercial efforts to
obtain approval to such indemnification.

2.3 Notwithstanding any other provision of this Agreement, the Corporation shall not be
obligated to: _ -

(@  indemnify the Indemnified Party or make Advances with respect to Proceedings
initiated or brought voluntarily by the Indemnified Party and not by way of
defence, except (i) with respect to Proceedings to enforce a right to
indemnification or Advance pursuant to this Agreement, or (ii) in specific cases if
the Board of Directors of the Corporation has approved the initiation of such
Proceedings; or

(b)  indemmify the Indemnified Party in respect of any amounts the payment of which
by the Corporation is not permitted by applicable law.

2.4  For the purposes of this Agreement, the termination of any Proceedings by judgment,
order, settlement or conviction, or ‘similar or other result shall not, of itself, create any
presumption for the purposes of this Agreement that the Indemnified Party did not act honestly
and in good faith with a view to the best interests of the Corporation or Another Entity, as the
case may be, or that, in the case of a criminal or administrative action or proceeding that is
enforced by monetary penalty, the Indemnified Party had no reasonable grounds for believing
that the Indemnified Party's conduct was unlawful, unless the judgement or order of the court or
other competent authority shall specifically find or determine otherwise.

2.5 Inrespect of any claim for indemnification pursuant to this Agreement, the Corporation
may not indemnify the Indemnified Party unless a determination is made that the Indemnified
Party acted honestly and in good faith and with a view to the best interests of the Corporation or
Another Entity, as the case may be, and, in the case of a criminal or administrative action or
proceeding that is enforced by a monetary penalty, to have had no reasonable grounds for
believing that his (her) conduct was unlawful. The determination shall be made either: (1) by a
majority vote of the board of directors present at a meeting at which a quorum is present, and
only those directors not parties to the Proceedings shall be counted in satisfying the quorum; (2)
if a quorum cannot be obtained, by a majority vote of a committee of board of directors
designated by the board of directors, including the directors who are parties to the Proceedings,
which committee shall consist of two or more directors not parties to the Proceedings; (3) if a
quorum cannot be obtained under (1) and a committee cannot be established under (2), then the
determination shall be made by independent legal counsel selected by a majority vote of the full
board of directors, or by the shareholders. : '

2.6  If the Indemmified Party is entitled under this Agreement to a portion but not all of the
benefit of the indemnification provided hereunder, the Corporation shall indemnify the
Indemnified Party for the portion thereof to which the Indemnified Party is determined to be
entitled.
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3. Advance Of Expenses

3.1  Subject to Section 2.3, the Corporation shall advance moneys to the Indemnified Party
for Expenses of the Indemnified Party reasonably incurred in respect of any Proceedings referred
to in Section 2.1, as may be appropriate to enable the Indemnified Party to properly investigate,
defend, participate in or appeal such Proceedings. '

32  The Corporation shall seck Court approval to the advance of moneys to the Indemnified
Party for Expenses reasonably incurred by the Indemnified Party in respect of Proceedings
referred to in Section 2.2.

33  Inthe event'that it is ultimately determined that the Indemnified Party was not entitled to
be indemnified, or was not entitled to be fully indemnified, for any Liabilities in any Proceedings
in respect of which Advances have been made under Section 3.1 or 3.2, the Indemnified Party
shall reimburse the Corporation for such Advances or portion of such Advances.

3.4  An Advance shall be made by the Corporation upon receipt of :

(@)  a written request for Advance containing sufficient detail of the Proceedings and
Expenses to enable the Corporation to determine whether and the extent to which
the Indemnified Party is entitled to an Advance;

(b)  copies of all receipts, invoices and other supporting material reasonably required
by the Corporation (including in the case of legal or other professional advisors, a
detailed description of the services rendered) in respect of the Expenses;

(¢)  a written acknowledgement of the Indemnified Party's obligation to reimburse the
Corporation for the amount of all Advances if it is determined that the
Indemnified Party was not entitled to be indemnified or fully indemnified for
Expenses in respect of which Advances were made by the Corporation; and

(d  a.written affirmation that, based on facts known to the Indemnified Party and in
relation to the matter giving rise to the request for the Advance, the Indemnified
Party in good faith believes that the Indemnified Party:

® acted honestly and in good faith with a view to the best interests of the
Corporation or, as the case may be, to the best interests of Another Entity
for which the Indemnified Party acted in an Authorized Capacity; and

(i)  inthe case of a criminal or administrative proceeding that is enforced by a
monetary penalty, the Indemmified Party had no reasonable grounds for
believing that his or her conduct was unlawful.

(e a determination that is made pursuant to Section 2.5 that the facts then known will
not preclude indemnification under this Agreement.

3,5  The Corporation shall make such Advance within 30 days of receipt of all such required
material.
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3.6  The Corporation may at its sole discretion provide Advances for future Expenses.

3.7  The Corporation shall only be required to make an Advance to the extent that it is
reasonable in the circumstances and shall be entitled to contest in good faith the reasonableness
of any portion of a request for an Advance.

4. Insurance

41  The Corporation represents to the Indemmified Party that, as of the date of this

Agreement, the Corporation has an existing directors' and officers' liability insurance policy in
full force and effect and that the Indemnified Party is included as an insured person under such
policy.

4.2  The Corporation shall from time to time make a good faith determination whether or not
it is practicable for the Cotporation to obtain or maintain such insurance coverage. Among other
considerations, the Corporation will weigh the costs of obtaining such insurance against the
protection afforded by such coverage. If insurance is obtained, the Corporation agrees to use its
best commercial efforts to maintain the Indemnified Party as an insured person under such policy
with the same rights and benefits, subject to the same limitations, as are accorded the most
favourably insured of the Corporation's directors and officers.

‘4.3 Notwithstanding the foregoing, the Corporation shall have no obligation to obtain or

maintain such insurance if the Corporauon determines in good faith that such insurance is not
reasonably available, if the premiums are too high or if the coverage provided is limited by
exclusions so as to provide insufficient benefit. The Corperation shall promptly notify the
Indemmified Party in the event that a determination is made not to continue to maintain such
insurance or if a change is made in such policy which would have a material effect on the

coverage available to the Indemnified Patty.

44  The obligation of the Corporation to make payments to the Indemnified Party under this
Agreement and the timing of such payments shall not be affected or reduced by any limitations,
policy limits ot deductible amounts contained in any insurance carried by the Corporation or
whether the Corporation has in fact received payment from the insurer.

5. Indepinification Procedures

5.1  If any Proceeding is brought or asserted against or involves the Indemnified Party, the
Indemnified Party shall promptly notify the Corporation of the nature and details of such
Proceeding as soon as the Indemnified Party is notified of such Proceeding (provided that any
failure to so notify promptly shall relieve the Corporation of liability vnder this Agreement only
to the extent that such failure prejudices the ability to defend such claim).

52 I at the time of the receipt of such notice, the Corporation has directors’ and officers’
liability insurance in effect, the Corporation shall give prompt notice of the commencement of
such Proceeding to the insurers in accordance with the procedures set forth in the respective
policies.
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53  The Corporation shall be entitled to assume the defence or representation of the
Indemnified Party in any such Proceeding through legal counsel selected by the Corporation
reasonably acceptable to the Indemnified Party. If any other similarly indemnified persons are
also a party to, or involved in any such Proceeding, the Corporation may employ counsel to
represent jointly the Indemnified Party and such other persons. After retention of counsel by the
Corporation, the Corporation shall not be liable to the Indemnified Party under this Agreement
for any fees and expenses of counsel subsequently incutred by the Indemnified Party with
respect to the same Proceeding, provided that:

(@  the Indemmified Party shall have the right to employ his or her own counsel at the
Indemnified Party's own expense (which shall not qualify as Expenses); and

(b)  the Indemnified Party shall have the right to retain his or her own counsel at the
Corporation’s expense (which shall qualify as Expenses) if:

@) the employment of counsel by the Indemnified Party has been previously
authorized by the Corporation,

(i)  the Indemnified Party shall have been advised by counsel that there is a
© potential conflict in the joint representation referred to above and such
joint representation would be precluded under applicable standards of
professional conduct then prevailing in the jurisdiction in which such
Proceedings are being conducted, or

(ili)  the Corporation shall not continue to retain counsel to assume the defence
of such Proceedings. ' ’

If the Indemnified Party elects to retain counsel in any Proceeding in respect of

~ which indemnification may be sought from the Corporation pursuant to this
Agreement, and any similarly indemnified persons are also a party to such
Proceeding, the Indemnified Party, together with such other persons, will employ
counsel to represent jointly the Indemnified Party and such other persons, unless
the Indemnified Party is advised by counsel that there is a potential conflict in
such joint representation and such joint representation would be precluded under
applicable standards of professional conduct then prevailing in the jurisdiction in
which such Proceedings are being conducted, in which case the Indemnified Party
will notify the Corporation and will be entitled to be represented by separate
counsel.

54  The Indemnified Party shall not settle, and the Corporation shall not be liable for any
settlement of, any Proceeding without the Corporation’s written consent. The Corporation shall
not settle any Proceeding in a manner that would impose any fines, penalties or obligations on
the Indemnified Party without the written consent of the Indemmified Party. Neither the
Corporation nor the Indemnified Party shall unreasonably withhold their consent to any proposed
settlement, :

55  The Indemnified Party agrees to give the Cotporation such information and co-operation
as the Corporation may reasonably require from time to time in respect of all matters hereunder.
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The Corporation agrees to give the Indemnified Party such information and co-operation as the
Indemnified Party may reasonably require from time to time in respect of all matters hereunder.

56  Payment of indemnification in respect of a Proceeding shall be made by the Corporation
as soon as practicable but in any event within 60 days after a written claim by the Indemnified
Party is received by the Corporation (which claim shall include such documentation and
information as is reasonably necessary to determine whether and to what extent the Indemnified
Party is entitled to indemnification, including but not limited to copies of invoices received by
the Indemnified Party in connection with any Expenses), untess a determination is made by the
Corporation that the Indemnified Party is not entitled to indemnification.

6. Enforcement

6.1  If a claim under this Agreement for indemnity for Liabilities or for an Advance is refused
or is not paid in full by the Corporation within 60 days in the case of indemnity for Liabilities
and 30 days in the case of an Advance, after a written claim and all required supporting material
has been received by the Corporation, the Indemnified Party may at any time thereafter bring suit
against the Corporation to recover the unpaid amount of the claim and, if successful in whole or

* in part, the Indemnified Party will be entitled to be paid also the expense of prosecuting such
claim, including reasonable fees and expenses of counsel. It shall be a defence to any such
action (other than an action brought to enforce a claim for an Advance incurred in connection
with any Proceeding in advance of its final disposition) that the Indemnified Party has not met
the standards of conduct which make it permissible under applicable law for the Corporation to
indemnify the Indemnified Party for the amount claimed, or is otherwise not entitled to
indemnification under this Agreement, but the burden of proving such defence shall be on the
Corporation and the Indemnified Party shall be entitled to receive Advances pursuant to Section
3 unless and until such defence may be finally adjudicated by a court order or judgement from
which no further appeal exists. It is the parties' intention that if the Corporation contests the
Indemnified Party's right to indemnification, the question of the Indemnified Party's right to
indemnification shall be for the court to decide, and no determination by the Corporation
(including its Board of Directors, any committee of directors or independent legal counsel) that -
the Indemnified Party has not met the applicable standard of conduct shall create a presumption
that the Indemnified Party has not met the applicable standard of conduct.

7. Taxes Payable

7.1 The Corporation agrees to reimburse the Indemnified Party for the net amount of all taxes
payable by the Indemnified Party under the taxing laws of any jurisdiction as a result of the
payment or reimbursement or Advance under this Agreement, including this clause, constituting
a taxable benefit to the Indemnified Party.

8. Qther Rights

8.1  Notwithstanding any other provision of this Agreement, the Corporation hereby agrees to
indemnify the Indemnified Party to the fullest extent permitted by law, notwithstanding that such
indemnification is not specifically authorized by the provisions of this Agreement. In the event
of any change after the date of this Agreement in any applicable law or rule (whether by
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legislative action or judicial decision), which grants or permits any greater right to
indemnification and/or advancement of expenses, such changes shall automatically apply to the
Indemnified Party's rights, and the Corporation's obligations, under this Agreement. In the event
of any change in applicable law which narrows the right of the Corporation to indemnify or to
advance expenses to the Indemnified Party, such changes shall automatically apply to this
agreement except to the extent that such law is not required to be applied to this Agreement.

82  The indemnification and advances as provided by this Agreement shall not be deemed to
derogate from or exclude any other rights to which the Indemnified Party may be entitled under
any provision of the Act or otherwise at law, the Articles of the Corporation, the By-Laws, any
other agreement of the Corporation, any vote of shareholders of the Corporation, or otherwise. -

8.3  The obligations of the Corporation under this Agreement shall cover the Indemnified
Party's service as a director or officer of the Corporation or in an Authorized Capacity with a
Another Entity and all of his or her acts in any such capacity whether prior to or after the date of
this Agreement. '

84  The obligations of the Corporation under this Agreement (including for greater certainty
the obligation with respect to insurance under Section 4.2) shall continue for the longest period
permitted under applicable law after the Indemmified Party has ceased to be a director or officer
of the Corporation or ceased to serve in an Authorized Capacity with a Another Entity.

9. Deceased Indemnified Party

9.1 If the Indemnified Party is deceased and is entitled to indemnification under any
provisions of this Agreement, the Corporation agrees to indemnify and hold harmless the
Tndemnified Party's estate and executors, administrators, legal representatives and lawful heirs to
the same extent as it would indemnify the Indemnified Party, if alive, hereunder.

10.  Notices

10.1  Unless otherwise permitted by this Agreement, all notices, requests, demands and other
communications hereunder shall be in writing and shall be deemed to have been fully given if
delivered to the party to whom the notice or other communication is directed:

(a)  ifto the Indemnified Party, at the address set forth on the signature page below;

“(b) if to the Corporation, at the address of its head office, to the attention of the
Executive Chairman;

ot to such other address as each party may from time to time notify the other of in writing.

102 If the Corporation receives notice from any other source of any matter which the
Indemnified Party would otherwise be obligated hereunder to give notice of to the Corporation,
then the Indemnified Party shall be relieved of the Indemnified Party's obligation bereunder to
give notice to the Corporation, provided the Corporation has not suffered any damage from the
failure of the Indemnified Party to give notice as herein required.
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11. Severability

11.1  If any provision or provisions of this Agreement shall be held to be invalid, illegal or
unenforceable for any reason whatsoever:

(a) the validity, legality and enforceability of the remaining provisions of this
Agreement (including, without limitation, all portions or any paragraphs of this
Agreement containing any such provision held to be invalid, illegal or
unenforceable that are not of themselves in the whole invalid, illegal or
unenforceable) shall not in any way be affected or impaired thereby; and

(b) to the fullest extent possible, the provisions of this Agreement (including, without
limitation, all portions of any paragraphs of this Agreement containing any such
provision held to be invalid, illegal or unenforceable, that are not of themselves in

. the whole invalid, illegal or unenforceable) shall be construed so as to give effect
to the intent manifested by the provision which is held to be invalid, illegal or
unenforceable. )

12. Governing Law And Consent To Jurisdiction

12.1 The parties hereto agree that this Agreement shall be construed and enforced in
accordance with, and governed by, the laws of the Province of Alberta.

122 The Corporation and the Indemnified Party each hereby irrevocably consent to the
exclusive jurisdiction and venue of the courts of the Province of Alberta for all purposes in
_ connection with any action or proceedings which arises out of or relates to this Agreement and
agree that any action instituted under this Agreement shall be commenced, prosecuted and
continued only in such courts. :

13. Counterparts

13.1 This Agreement may be executed in counterparts and delivered via facsimile. Each such
counterpart shall be deemed to be an original, but all of which together shall constitute one and
the same instrument.

14,  Modification And Waiver

14.1 No supplement, modification or amendment of this Agreement shall be binding unless
executed in writing by both of the parties hereto. No waiver of any of the provisions of this
Agreement shall be deemed or shall constitute a waiver of any other provisions hereof (whether
or not similar) nor shall such waiver constitute a continuing waiver. ’

15. Prier Agreements

15.1 This Agreement shall supersede and replace any and all ptior agreements (except any
written agreement of employment between the Corporation and the Indemnified Party, which
shall remain in full force and effect except to the extent augmented or amended herein) between
the parties hereto respecting the matters set forth herein. -
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16.  Successors And Assigns
16.1 This Agreement shall be binding upon and enure to the benefit of the Corporation and its

_ successors and assigns, including any Corporation with which the Corporation is merged or

amalgamated, and to the Indemnified Party and the Indemnified Party's executors,
administrators, legal representatives, lawful heirs, successots and assigns.

IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the date
first above written.
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