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DEED OF HYPOTHEC made in the City of Moncton, Provinee of New Brunswick, on the Q:}_
day of March, 2012

BY AND BETWEEN:; LANDDRILL INTERNATIONAL LTD,, a corporation
existing under the laws of New Brunswick, being
domiciled at 160 MacNaughton Ave., Moncton, NB, E1H
3L9, herein acting and represented by Ron Goguen, its
Chief Executive Officer, duly authorized unto these
presents as he so declares;

(hereinafter referred to as the “Grantor’)

AND: NORREP CREDIT OPPORTUNITIES FUND, LP, a
limited partnership existing under the laws of Alberta, by
and through its General Pariner NORREP CREDIT
OPPORTUNITIES FUND INC., a corporation existing
under the laws of Alberta, having an office at 3730 — 77
King Street West, PO Box 196, Toronto, Ontario, M5K
1H6, herein acting and represented by Chris Johnson, its
President, duly authorized unto these presents as he so
declares;

(hereinafter referred to as the “Creditor™)

WHEREAS pursuant to a credit agreement (as the same maybe amended, supplemented,
restated, extended, renewed or otherwise modified from time to time, the “Credit Agreement™)
made as of March ___2 | , 2012 between the Creditor and Landdrill Intemnational Inc.
(*Landdrill”), the Creditor has agreed to make available to Landdrill certain credit facilities, the

whole as more particularly set out in the Credit Agreement;

WHEREAS pursuant to the guarantee and indemnity agreement made as of March
2 l , 2012 between the Creditor and the Grantor (as the same maybe amended, supplemented,
restated, extended, renewed or otherwise modified from time to time, the “Guarantee”), the
Grantor has guaranteed the obligations of Landdrill under the Credit Agreement;

WHEREAS as continuing collateral security for the fulfilment of the Secured
Obligations (as hereinafter defined), the Grantor has agreed to hypothecate all of its right, title
and interest, present and future, in and to the property, assets and rights more fully described

hetein,

NOW, THEREFORE, THE PARTIES HERETO HAVE AGREED AS FOLLOWS:
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1.1

2.1

PREAMBLE

The preamble shall form an integral part hereof as if herein recited at length.

HYPOTHEC

Ag continuing and collateral security for the.obligations, indebtedness and liabilities of
the Grantor to the Creditor, including without limitation the obligations, indebtedness and
liabilities on account of or arising from or in connection with the Guarantee or this Deed
(all such obligations, indebtedness and liabilities hereinafter collectively refetred to as the
“Secured Obligations™), the Grantor hereby hypothecates in favour of the Creditor, for
the sum of eight million Canadian dollars (38,000,000) and interest thereon at the rate of
twenty-five percent (25%), compounded and payable monthly, all of the right, title and
interest of the Grantor in and to the universality consisting of all movesble property of
every nature whatsoever, both present and future, corporeal and incorporeal, of the
Grantor, including in connection with or pertaining or relating to any business, enterprise,
activity or undertaking carried on or conducted by the Grantor (all such property being
hereinafter collectively referred to as the "Hypothecated Properties"), including
specitically but without in any manner whatsoever limiting the generality of the

Toregoing:

2.1.1 Invemtory

All moveable property now or hereafter owned or acquired by or on behalf
of the Grantor or of which the Grantor is entitled to become owner or in
which the Grantor has an interest and which is kept for sale, lease or
processing in the manufacture or fransformation of property intended for
sale, for lease or for use in providing a service, including, without
limitation, all raw matetials, work in progress and finished products, and
all right, title and interest in any of the foregoing which the Grantor now
or at any time in *he future has or may have (hereinafier collectively
refetred to as the "Inventory");

2.1,2 Machinery and Equipment

All equipment, machinery, tools, fixtures, furniture and vehicles and all
additions and accessions thereto now or hereafter owned, held, or acquired
by or on behalf of the Grantor, and all right, title and interest in any of the
foregoing which the Grantor now or at any time in the future has or may
have (hereinafter collectively referred to as the "Machinery and

Equipment");

2.1.3  Warehouse receipts and Bills of Lading

All moveable property represented by warehouse receipts or bills of lading
now or hereafter owned, held or acquired by or on behalf of the Grantor,
and all right, title and interest in any of the foregoing which the Grantor
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now or at any time in the future has or may have (hereinafter collectively
referred to as the "Bills of Lading™);

2.1.4 Securities

All shares, stocks, warrants, bonds, debentures, debenture stock, stock
options and other securities now or hereafter owned or acquired by or on
behalf of the Grantor, excepting ail of the capital stock in Landdrill
International Inc., a company incorporated under the laws of Barbados,
held by the Grantors, together with all renewals thercof, substitutions
therefor, accretions thereto and all rights, claims and proceeds in respect
thereof and including, without limitation, any such securities of the
Grantor which are now or hereafter held by or delivered to the Creditor,
and all right, title and interest in any of the foregoing which the Grantor
now or at any time in the future has or may have (hereinafter collectively

refetred to as the "Securities");

2.1.5 Claims

All accounts receivable, book accounts, book debts, debts, claims,
customner accounts, bank accounts, rentals, revenues, income, loans
receivable, choses in action, judgments, contract rights, proceeds of sale,
indemnities payable under any contract of insurance (whether or not such
insurance is on property forming part of the Hypothecated Properties),
rebates, refunds, amounts owing by or claimable from the Crown, state or
government (or any departments, agents or agencies thereof) and any other
armounts or demands of every nature and kind howsoever arising, whether
or not secured, which are now or become hereafter due or owing to the
Grantor as well as all security interests, hypothecs, assignments,
guarantees, bills of exchange, notes, negotiable instruments, and
Judgments in respect of all of the foregoing claims and together with all
contracts, invoices, records, books of account, disks, programs, letters of
credit or guarantee and/or other documents, papers and materials in any
way evidencing or relating to all or any of the foregoing, now or hereafter
held, owned or acquired by or on behalf of the Grantor, and ell right, title
and interest in any of the foregoing which the Grantor now or at any time
in the future has or may have (hereinafter collectively referred to as the

"Claims"),

2.1.6 Intellectual Property

All patents and patents pending, registered and unregistered trademarks,
trade or brand names, service marks, copyrights, industrial designs,
formulae, processes, trade secrets, goodwill, inventions, contractual rights,
licenses and permits now or hereafter owned or acquired by the Grantor or
on behalf of the Grantor, and all right, title and interest in any of the
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2.2

23

foregoing which the Grantor now or any time in the future has or may
have (hereinafter collectively referred to as the "Intellectual Property™).

2.1.7 Proceeds

All insurance proceeds or indemnities paid under insurance contracts
covering all or any part of the Hypothecated Properties that is received by
or on behalf of the Grantor as indemnification or compensation for all or
any part of the Hypothecated Properties that is lost, destroyed or damaged,
and all right, title and interest in any of the foregoing which the Grantor
now or at any time in the future has or may have (hercinafter collectively
eeferred to as the "Proceeds™); -

2.1.8  Leases and Licenses

All right, title and interest now or hereafter held by or on behalf of the
Grantor with respect to any leuse, offer to lease or other agreement in
respect of the leasing of immoveable property or any licence to occupy
any premises or to operate any business thereon (hereinafter collectively
referred to as the "Leases"); and

2.1.9 Monies

All monies, cash, foreign currencies and credits which now are or which
may at any time in the future be owned by the Grantor, and all of the right,
title and interest in any of the foregoing which the Grantor now or at any
time in the future has or may have (hereinafter collectively referred to as
the "Monies"),

said Inventory, Machinery and Equipment, Bills of Lading, Securities, Claims,
Intellectual Property, Proceeds, Leases and Monies form part of the Hypothecated
Properties without being a limitative or exhaustive description thereof.

The hypothec herein created in favour of the Creditor shall not constitote nor he
construed as a floating hypothec under the provisions of Article 2715 of the Civil Code of
Quebee (hereinafter referred to as the "C.C.Q.") and is created without delivery.

The full amount of the hypothec herein created shall be and remain continuing collateral
security in favour of the Creditor, for the full repayment, fulfilment or performance of the
Secured Obligations and such hypothec shall be and remain in full force and effect
notwithstanding the fact that all or any Secured Obligations arise prior to, at the time of
or subscquent to the execution hereof, the repayment or reduction or fulfilment at any
time and from time to time of the Secured Obligations or any part thereof, or the fact that
at any time and from time to time there may be no Secured Obligations owing to the
Creditor by the Grantor, the whole until all Secured Obligations at any time and from
time to time existing shall have been entirely repaid, fulfilled and released to the
satisfaction of the Creditor. For greater certainty, the present Deed is a contimuous
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3.1

security which shall subsist and the Grantor shall be deemed to obligate itself again as
provided in Article 2797 of the C.C.Q. with respect to any future Secured QObligations.

Notwithstanding anything to the contrary contained in the Guarantee or this Deed, the
Secured Obligations shall not include bonds or other titles of indebtedness (as referred to

in Article of 2692 of the C.C.Q.).

No payment made by the Grantor or by any person on its behalf to the Creditor shall in
any way operate as a reduction or discharge of the hypothec hersby created, or effect
novation, save only as and when such payment is expressly applied by the Creditor in
reduction of the said hypothec by means of a document evidencing a discharge executed
by the Creditor and is delivered in which it shall be expressly stated that the amounts
therein referred to are in reduction or extinguishment of the hypothec hereby created and
until the hypothec herein created is released and discharged to the extent therein stated.

ADDITIONAL HYPOTHEC

As additional security for the paymient of interest on interest, legal fees, costs of
realization, expenses incurred by the Creditor in connection with the preservation and
maintenance of the hypothec hereby created and of the Hypothecated Properties or
otherwise in connectior: with the Secured Obligations, and generally all the accessories of
the Secured Obligations (hereinafter collectively called the "Accessories™), the Grantor
hereby further hypothecates the Hypothecated Properties in favour of the Creditor, for an
additional surn of two miltion dollars ($2,000,000); the hypothec created in favour of the
Creditor pursuant to this Deed being for the aggregate sum of ten million dollars

(510,000,000,
COVENANTS OF GRANTOR

The Grantor hereby binds and obliges itself, until all of the Secured Obligations and
Accessories have been duly repaid, performed or satisfied in full and to the satisfaction of

the Creditor:

4.1.1 to pay all amounts at any time and from time to time payable by it to the
Creditor as and when the same are due and payable, by acceleration or
otherwise, and to comply with ull other terms, conditions, warranties, .
covenants and declarations of this Deed, and of the Guarantee and all
other agreements pertaining to any part of the Secured Obligations:

4.1.2 to pay to the Creditor from time to ime, on demand, all sums which the
Creditor may pay, or for the payment of which it may become liable,
whether for costs in Jegal proceedings or for fees, charges, comnmissions or
other expenses, in seeking to obtain the fulfilment of any obligations
hereunder, or to enforce or preserve the security hereunder or otherwise in
connection with or by reason of this Deed;
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5.1

5.2

5.3

5.4

4.1.3  to fully and effectually maintain and keep maintained the security hereby
created as a valid and effective first ranking hypothec to be at all times;

4.1.4 subject to the security created hereunder and the Credit Agreement net
being impaired:

{i) not to sell, alienate or dispose of any of the Hypothecated
Properties unless such sale, alienation or disposition is conducted
in the ordinary course of business; and

(i}  where any of the Hypothecated Properties are sold, alienated or
disposed of in the ordinary course of business, to either replace
such Hypothecated Propetties with property of the same nature or,
where no property replaces the alienated Hypothecated Propertics
to maintain the proceeds of the sale, alienation or disposition of the
Hypothecated Properties separate and apart from all other property
of the Grantor so as to enable identification of same, such proceeds
being, in any event, deerned to be included in the hypothec created
hereby in the Creditor's favour.

EVENTS OF DEFAULF

“Event of Default” as such term is used in this Deed shall mean: (i) the happening of an
Event of Default (as such term is defined in the Credit Agreement); or (ii) a default in the
fulfillment by the Grantor of the Secured Obligations;

In case of the happening of an Event of Default, the Creditor shall, in addition to any of
its other rights, forthwith be entitled to exercise any and all of the rights provided for in
Chapter V of Title IIT of Book VI of the C.C.Q. and in the Code of Civil Procedure of
Québec, In exercising any of the rights and recourses available hereunder or at law, the
Creditor may, at its option, in respect of all or any part of the Hypothecated Propertics,
exercise such rights and recourses as are available hereunder or at law, without prejudice
to any other rights and recourses of the Creditor available in respect of the Hypothecated
Properties or any part thereof. It is understood and agreed that fo the extent permitted hy
law, the Creditor may exercise any of its rights and recourses in respect of the
Hypothecated Froperties or any part thereof simultaneously or successively and shall be
entitled to acquire all or any part of the Hypothecated Properties.

Any action taken by or on behalf of the Creditor to remedy any defanlt shall not
constitute a waiver of such default, nor be deemed to have rclicved the Grantor
therefrom. Failure of the Creditor to insist upon strict performance of any covenants of
this Deed or to exercise any right or option hereunder shall not be construed as a waiver
or relinquishment for the future of any such covenant, right or option,

The acceptance by the Creditor following any default of any sum owing to it by the
Grantor or the exercise by the Creditor of any right or recourse hereunder or under any
other agreement between the Grantor and the Creditor shall not preclude the Creditor
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3.5

7.1

7.2

7.3

7.4

from exercising any other right or recourse, all rights and recourses of the Creditor being
cumnulative and not alternative.

If the Creditor gives the Grantor a prior notice of its intention to excreise a hypothecary
right the Grantor shall, and shall cause any other person in possession of Hypothecated
Properties to, immediately voluntarily surrender same to the Creditor,

REMEDIES - CUMULATIVE

No right conferred upon of reserved to the Creditor hereby or in any other agreement
between the Grantor and the Creditor is intended to be exclusive of any other right but
each such right shall be cumulative and shall be in addition to every other right hereunder
and thereunder and to every other right which may now or hereafter exist by law or by
statute or under any other security in respect of the Secured Obligations which the
Creditor may have heretofore obtained or may hereafier obtain from the Grantor or from

any other person.

ADDITIONAL RIGHTS OF THE CREDITOR

If the Hypothecated Properties include Securities, the Creditor may, but shall not be
obliged to, cause the Creditor, or its nominees, to be registered as holder of such
Securities and exercise all rights in respect of such Securities, including any right to vote,

any right of conversion ot any right of redempticn,

The Grantor hereby irrevocably constitutes the Creditor or any manager or other officer
of the Creditor, its agent, with full power of substitution, in order to perform any act and
sign any document, including any transfer or endorsement of Securities, necessary or
useful to the exercise of the rights conferred on the Creditor pursuant to this Deed.

To the extent that the Grantor has surrendered or will surrender the Hypothecated
Properties or any part thereof to the Creditor or its agents or if the Creditor or its agents
have possession of the Hypothecated Properties or any part thereof, neither the Creditor
nor its agents shall have any obligation to continue the use, operation or exploitation of
the Hypothecated Properties or any part thereof or to continue the use for which it is
ordinarily destined or to exercise the rights pertaining to the Hypothecated Propertics or
any part thereof or to make them productive; and the Grantor agrees that the Creditor or
its agents may do such acts and things, or refrain from doing such acts and things, as the
Creditor or its agents, in their sole discretion, deem appropriate for the exercise of the
Creditor's rights and the realization and enforcement of its hypothec.

In order to enforce and realize its hypothec herein created, the Creditor may use, at the
Grantor's expense, the premises where the Hypothecated Properties are located. If the
Hypothecated Properties include Inventory, the Creditor may complete the manufacture
of such Inventory and do any other thing necessary or useful to bring them to sale.
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7.5

7.6

1.7

7.8

79

The Grantor agrees that with respect to any sale by the Creditor of any of the
Hypothecated Properties in the exercise of the Creditor's rights, it will be commercially
reasonable to sell such Hypothecated Properties:

7.5.1 together or separately,

7.5.2 by auction or by call for tenders by advertising such sale or call for tenders
once in a local daily newspaper at least seven (7) days prior to such sale or
close of call for tenders; :

7.5.3 by sale by agreement afler receipt by the Creditor of at least two (2) offers
from prospective purchasers, who may include persons telated to or
affiliated with the Grantor or other debtors of the Creditor; and

7.5.4 by any combination of the foregoing,

and any such sale may be on such terms as to credit or otherwise and as to upset price or
reserve bid or price as the Creditor in its sole discretion may deem advantageous, and the
Grantor agrees that the price received at any such sale shall constitute a commercially

reasonable price.

The foregoing shail not preclude the Creditor from agreeing to or making any sale in any
other manner not prohibited by law nor shall it be interpreted to mean that only a sale
made in conformity with the foregoing is commercially reasonable or that only the price
received at a sale made in conformity with the foregoing shall constitute a commercially

reasonable price.

All sums received by the Creditor in the exercise of its rights arising under or pursuant to
this Deed or by law may be held by the Creditor as Hypothecated Properties, or may be
applied by the Creditor to the payment of the Secured Obligations and/or Accessories,
whether or not then exigible. The Creditor may impute and apply such sums towards
payment of any part or parts of the Secured Obligations and/or Accessories as the
Creditor in its sole discretion shall decide, and may change any imputation or application

as it sees fit.

The Creditor may exercise the rights arising from this Deed without having exercised its
rights against any other person liable for the payment of the Secured Obligations or any
of them, and without having realized any other security securing the Secured Obligations,

The Creditor is only required to exercise reasomable prudence and diligence in the
exercise of its rights or the fulfilment of its obligations and, in any event, the Creditor
shall be responsible only for damages arising directly from its intentional or gross fault,
The Grantor shall indemnify the Creditor for any losses or expenses incurred by the
Creditor, or damages claimed against the Creditor, for which the Creditor is not so

responsible,
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7.10  The Creditor may delegate to any other person, or be represented by any other person in,
the exercise of its rights or the fulfilment of its obligations resulting from this Deed; the
Creditor may furnish to such person any information which the Creditor may have
concerning the Grantor or the Hypothecated Properties subject to such confidentiality
obligations (if any) to which the Creditor is itself bound.

8 PROVISIONS APPLICABLE TO CLAIMS

8.1  Ifthe Hypothecated Properties include Claims, whether present or future, then in addition
to the other provisions of this Deed, the following provisions shall apply in respect of

such Claims;

8.1.1 The Creditor hereby authorizes the Grantor to collect when due the capital
falling due of, and any revemues of, any Claims until the Creditor shall
have given the Grantor a notice withdrawing such authorization,
whereupon the Creditor shall immediately have the right to collect all such
capital and revenues. This notice of withdrawal may be given at any time
whether before or afler the oceurrence of an Event of Default and may be
sa given in respect of all or any part or parts of the claims.

8.1.2 Upon notice by the Creditor to the Grantor, which may be given at any
time whether before or after the occurrence of an Event of Default, the
Creditor may require the Grantor to immediately remit to the Creditor all
or a specified part of capital and revenues of claims received by the
Grantor or to deposit the same in one or more designated bank accounts or
otherwise to hold, deal with or deliver such capital and revenues, all on
such terms and conditions as the Creditor may specify in such notice, -

8.1.3 The Creditor shall have no obligation to exercise any rights in respect of
any Claims nor to enforce or to see to payments of the same, whether by
legal action or otherwise. The Creditor may give acquittances for any
sums it collects and may, but shall not be obligated to, realize any of the
claims, grant extensions, grant releases, accept compositions, rencunce
and generally deal with the Claims, and any guarantees or security
therefor, and take any action to preserve, protect or secure such Claims, at
such times and in such manner as it deems advisable in its sole discretion,
without notice to or the consent of the Grantor, and without incurring any
liability therefor and without any obligalion to render any account in
respect thereof or in respect of moneys collected.

8.1.4 Any amounts collected by the Grantor or by the Creditor or deposited in a
designated bank account shall form part of the Hypothecated Properties
and be subject to the hypothec herein created. The Creditor may apply
amounts received by it towards payment of all or part of the Secured
Obligations even if not yet exigible, including any fees, costs or other
expenises incurred by the Creditor and secured hereunder, and may impute
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10
10.1
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and apply such amounts towards payment of any part or parts of the
Secured Obligations as the Creditor in its sole discretion shall decide, and

may change any imputation or application as it sees fit.

8.1.5 The Grantor waives any obligation the Creditor may have to inform the
Grantor of any iregularity in the payment of any sums exigible on any
claims or rights,

8.1.6 The Grantor shall from time to time on request of the Creditor deliver to
the Creditor, or permit the Creditor or its officers or agents access to its
premises for the purpose of examining and making copies of, all books
and accounts, letters, invoices, papers, agreements, negotiable instruments,
documents of title, hypothecs and other documents in any way evidencing
or relating to all or any of the claims forming part of the Hypothecated
Properties and shall otherwise assist the Creditor and furnish the Creditor
with all information which may assist the Creditor in the collection

thereof,

OTHER SECURITY

It is expressly declared and agreed between the parties hereto that the security hereby
granted is in addition to and over and above any and all other security now or hereafter
held by the Creditor for the Secured Obligations and any part or parts thereof. Without in
any way limiting the generality of the foregoing, the present security shall not be
diminished or novated or otherwise affected by any other security or any promissory note
or other evidence of indebtedness which the Creditor may have heretofore obtained or
may hereafter obtain from the Grantor or from any other person, or by any other
agreement which the Grantor and the Creditor may have herstofore entered into or may
hereafter enter into, nor shall any such security or note or evidence of indebtedness or
agreement be diminished or novated or otherwise affected hereby,

TIME OF ESSENCE

Is it understood and agreed by the Grantor and the Creditor that in addition to any other
circumstances where the Grantor is in default by operation of law, time is of the essence
in this Deed and that the mere lapse of time shall have the effects contemplated hy the
present Deed, without the necessity of further notice or delay, in accordance with Article

1594 of the C.C.Q.
SUCCESSORS AND ASSIGNS

The rights conferred on the Creditor by this Deed shall enure to the benefit of each
successor of the Creditor, The Creditor shall have the right to assign all or any part of the
Secured Obligations and/or Accessories or any of the secutity granted by the present
Detd to any other person and this Deed shall enure to the benefit of any such assignee in
respect of all, or such part, of the Secured Obligations and/or Accessories which have

been s0 assigned.
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12 SEVERABILITY

121 If any clause of the present Deed, or any part thereof, is null or otherwise unenforceable,
without effect, or deemed unwritten, such clause shall be considered separate and
severable from this Deed and the remaining provisions hereof shall continue in full force

and effect,

13 WAIVER

13.1  The Creditor may grant extensions of time and other indulgences and give up security,
accept compositions, compromise, seitle, grant releases and discharges and otherwise
deal with the Grantor or debtors of the Grantor, sureties and others and with the
Hypothecated Propertics and other security as the Creditor may see fit without prejudice
to the liability of the Grantor or the Creditor's rights to hold and realize the security
interest created pursuant to the present Deed. Furthermore, the Creditor may demand,
collect and sue on Hypothecated Properties in either the Grantor's or the Creditor's
names, at Creditor's option, and may endorse the Grantor's name on any and all cheques,
commercial paper and any other instruments pertaining to or constituting Hypothecated

Properties.

13.2 No act, delay or omission by the Creditor in exercising any right or remedy hereunder or
with respect to any Secured Obligations or Accessories shall operate or be construed as a
waiver thereof or of any other right or remedy and no waiver of any provision hereof

shall be effective unless in writing.

14 AMENDMENTS

14.1  No modification, variation or amendment of any provision of this Deed shall be made
except by written agreement executed by the parties hereto,

15 ACQUITTANCES

15.1  All acquittances and other deeds to which the Creditor may become party shall be
approved by the legal advisors of the Creditor, the whole at the Grantor's expense.

16 SUBSEQUENT HOLDERS

16.1  All the terms, clauses, conditions and stipulations herein shall be binding upon
subsequent holders of the Hypothecated Properties (other than Inventory sold in the
ordinary course of business) or any part thereof,

17 NOTICES

17.1  Any demand, notice or communication to be made or given hereunder or by law shall be
in writing and may be made or given by personal delivery or sent by telefax or by
registered mail, postage prepaid, addressed to the respective parties as follows:
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17.1.1 To the Grantor: o/t Landdrill International Ine,
160 MacNaughton Ave,
Moncton, NB
ElH 319

Facsimile No: (506) 388-8990
Attention; Chief Financial Officer

with a copy to:

General Counsel

17.1.2 To the Creditor: ¢/o Crown Capital Partners Inc,
175, 601-10 Avenue SW
Calgary, AB
T2R 0B2
Attention: Chief Executive Officer
Fax: (403} 508-6120
with a copy to:

MacPherson Leslie & Tyerman LLP
Suite 1500 — 1050 1874 Scarth Strect
Regina, SK S4P 489

Facsimile No: {306) 352-5250
Attention; Aaron Runge

or to such other address as any party may from time to time notify the other in
accordance with this Section 17.1, Any demand, notice or communication shall be
conclusively deemed to have been given on the day of actual delivery or receipt or, where
transmitted by telecopier, the notice or transmission shall be deemed to be received on
the first business day following such date if the notice is transmitted afler regular
business hours of the reciptent or, if made or given by registered mail, except during a
postal disruption, such notice or transmission shall be deemed to have been duly given on
the third business day after the same was deposited in the post office.

18 GOVERNING LAW

18.1 The present Deed shall be governed by and construed in accordance with the laws of
Québec and the federal laws of Canada applicable therein.

19 CHOICE OF LANGUAGE,

HODMA\PCDOCSREGINAL 1 74582 -12-




19.1  The parties hereto declare that they require that this Deed and any related documents be
drawn up and executed in English cnly; les parties soussignées déclarent qu'il est de leur
volonté que cet acte et tous les documents s'v rattachant soient rédigés en anglais

seulement,

20 COUNTERPART EXECUTION/ELECTRONIC DELIVERY

20,1 This Deed may be executed in counterpart and delivered by facsimile or other electronic
means of delivery,

{the remainder of this page has been intentionally left blank, Counterpart signature page to Sollowf
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Signature Page 1o the Hypothee dated March ijq , 2012

IN WITNESS WHEREOT, the partics have executed this Deed at the place and as of the date
first above-mentioned,

Ron Goftien

NORREF CREDIT OPPORTUNITIES FUND,
L, by and through its General Partner NORREP
CREDIT OPPORTUNITIES FUND INC,

Per;

Chris Johnson
President

Per:

Brent Hughes
Executive Vice-President




Signature Page to the Hypothec dated March G- ,2012

IN WITNESS WHEREOF, the parties have executed this Deed at the place and as of the date
first above-mentioned.

LANDDRILL INTERNATIONAL L'TD.

Per:

Ron Goguen

NORREP CREDIT OPPORTUNITIES F UND,
LP, by and through its General Partner NORREP
CREDIT OPPORTUNITIES FUND INC,

CL e

Per:
Chris Johnson
President

Per:
Brent Hughes

Executive Wice-President




GENERAL SECURITY AGREEMENT
This Agreement is made as of the _ 2 day of March, 2012,
Between:

LANDDRILL INTERNATIONAL INC.
a corporation existing under the laws of British Columbia
(the “Borrower™)

-and -

Each of the Guarantors identified in Schedule “A™ hereto
(collectively, the “Guarantors”, and together with the Borrower, the
“Debtors” and each a “Debtor”)

~and -

NORREP CREDIT OPPORTUNITIES FUND, LP
a limited partnership existing under the laws of Alberta
(the “Lender”)

In furtherance of a credit agreement between the Borrower and the Lender, dated March _, 2012
(the “Credit Agreement™) and for good and valuable consideration, the receipt and sufficiency
of which are acknowledged, the Debtors agrees with the Lender as follows:

1. Obligations Secured. The Security Interest (as hereinafter defined) is granted to the
Lender by each Debtor as continuing security for the payment of all present and future
indebtedness and liabilities of each Debtor to the Lender, including interest thereon, and for the
prompt and complete performance of all other present and future obligations of each Debtor to
the Lender, whether direct or indirect, contingent or absolute; and without limiting the generality
of the foregoing, specifically including the obligations of the Borrower under the Credit
Agreement, and the obligations of the Guarantors under the Guarantee and Indemnity Agreement
dated as of the date hereof executed and delivered by the Guarantors and the Lender
(collectively, the “Obligations™),

2. Creation of Security Interest. As general and continuing security for the payment and
performance when due of all the Obligations, each Debtor hereby:

(a) mortgages, pledges, hypothecates, transfers, assigns and charges to the Lender,
and hereby grants to the Lender a security interest in (such mortgages, pledges,
hypothecations, transfers, assignments, charges and security interests are referred
to collectively referred to as the “Security Interest”) all of its respective present
and after-acquired personal property and undertakings of any nature whatsoever
(such undertakings and property of each Debtor are referred to collectively as the
“Collateral”) including, without limitation, the following:
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(@)

(ii)

(i)

()

v)

(vi)

(vii)

(viii)

Equipment - all present and future goods of each Debtor that are not
Inventory, including all machinery, fixtures, plants, tools, furniture,
vehicles of any kind or description, all spare parts, accessories installed in
or affixed or attached to any of the foregoing, and all drawings,
specifications, plans and manuals relating thereto (“Equipment™);

Inventory - all present and future inventory of each Debtor, including all
raw materials, materials used or consumed in the business of each Debtor,
work-in-progress, finished goods, goods used for packing, materials used
in the business of each Debtor not intended for sale, and goods acquired or
held for sale or furnished or to be furnished under contracts of rental or
service (“Inventory™);

Accounts - all present and future debts, demands and amounts due or
accruing due to each Debtor whether or not camed by performance,
including without limitation its book debts, accounts receivable, and
claims under policies of insurance; and all contracts, security interests and
other rights and benefits in respect thereof (“Accounts™);

Intangibles - all present and future intangible personal property of each
Debtor, including afl contract rights, goodwill, patents, trade marks,
copyrights and other intellectual property, and all other choses in action of
each Debtor of every kind, whether due at the present time or hereafter to
become due or owing;

Documents of Title - all present and future documents of title of each
Debtor, whether negotiable or otherwise, including all warehouse receipts
and bills of lading;

Chattel Paper - all present and future agreements made between each
Debtor as secured party and others which evidence both a monetary
obligation and a security interest in or a lease of specific goods (“Chattel
Paper™y,

Instruments - all present and future bills, notes and cheques (as such are
defined pursuant to the Bills of Exchange Act (Canada)), and all other
writings that evidence a right to the payment of money and are of a type
that in the ordinary course of business are transferred by delivery without
any necessary endorsement or assignment (“Instroments”);

Money - all present and future money of each Debtor, whether Canadian,
United States or other foreign currency (“Money”);
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(ix)  Securities - all present and future securities held by each Debtor, including
shares, options, rights, warrants, joint venture interests, interests in limifed
partnerships, bonds, debentures and all other documents which constitute
evidence of a share, participation or other interest of each Debtor in
property or in an enterprise or which constitute evidence of an obligation
of the issuer; and including an uncertificated security and all substitutions
therefor and dividends and income derived therefrom;

(b}  charges as and by way of a floating charge, and grants to the Lender a security
interest in and to:

(i) all of its respective right, title and interest in and to all its presently owned
or held and after acquired or held real, immovable and leasehold property
and all interests therein, and all easements, rights-of-way, privileges,
benefits, licences, improvements and rights whether connected therewith
or appurtenant thereto or separately owned or held, including all structures,
plant and other fixtures; and

(ii)  all of its respective assets and undertakings, of whatsoever nature or kind
and wheresoever situate, and all proceeds thereof and therefrom, other than
such of its assets and undertakings as are otherwise validly and effectively
subject to the charges and security interest in favour of the Lender created
pursuant to this Section 2.

Without limiting the generality of the description of Collateral as set out in this Section 2, and for
greater certainty, the Collateral shall include all present and future real and personal property of
each Debtor located on or about or in transit to or from the address of each Debtor set out on this
Agreement and the location(s) set out in Schedule “A” attached hereto.

3. Attachment. Each Debtor acknowledges and agrees that: (i) value has been: given;
(i1) each Debtor has rights in the Collateral owned by it; and (iii) the Security Interest shall attach
to existing Collateral of each Debtor upon execution of this Agreement by each Debtor and to
cach item of after-acquired Collateral of ecach Debtor at the time that each Debtor acquires any

rights therein.

4, Dealings with Collateral. Until an Event of Default occurs, each Debtor may sell its
Inventory and collect its Accounts in the ordinary course of its business; provided upon the
occurrence of an Event of Default, all Accounts collected by each Debtor shall be immediately
remitted to the Lender to the extent required to retire all outstanding Obligations. Until remitted,
all Accounts received by each Debtor shall be held by each Debtor as agent and in trust for the

Lender.

5. Notification to Account Debtors. The Lender may, after an Event of Default ocours,
compel any Debtor to notify any person obligated to such Debtor in respect of an Account,
Chattel Paper or an Instrument to make payment to the Lender of all such present and future
amounts due thereon.
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6. Exception re Leasehold Interests and Contractual Rights. The last day of the term of
any lease, sublease or agreement therefor is specifically excepted from the Security Interest, but
each Debtor agrees to stand possessed of such last day in trust for any person acquiring such
interest of each Debtor, To the extent that the creation of the Security Interest would constitute a
breach or cause the acceleration of any agreement, right, licence or permit to which each Debtor
is a party, the Security Interest shall not attach thereto, but each Debtor shall hold its interest
therein in trust for the Lender, and the Security Interest shall attach to such agreement, right,
license or permit forthwith upon obtaining the consent of the other party thereto,

7. Representations and Warranties. Each Debtor hereby jointly and severally represents
and warrants as follows to the Lender and acknowledges that the Lender is relying thereon:

(a)

(b)

(©)

(D)

(®

&y

each Debtor has the capacity and authority to incur the Obligations, create the
Security Interest and generally perform its obligations under this Agreement;

the execution and delivery of this Agreement and the performance by each Debtor
of its obligations hereunder have been duly authorized by all necessary
proceedings;

except for the Security Interest, Permitted Liens (as set out in Schedule “B”
hereto), and except as previously disclosed by each Debtor in writing to the
Lender, the Collateral is owned by each Debtor free from any mortgage, lien,
charge, encumbrance, pledge, security interest or other claim whatsoever;

the chief executive office, type of organization, correct legal name, organizational
1D number (if applicable), mailing address and jurisdiction of organization of each
Debtor is accurately set out in Schedule “A” of this Agreement;

the Collateral is located at the place(s) set out on Schedule “A” hereto and at no
other place; and

Schedule “A” hereto also lists: (i) each Debtor’s jurisdiction and type of
organization, legal name and location of chief executive office or sole place of
business for the five years preceding the date hercof, if different fiom those
referred to in clause (d) above; and (ii) the locations of Debtor’s Inventory and the
Equipment (other than mobile goods and goods in transit) for the four months
preceding the date hereof, if different from those referred to in clause (e) ebove.

8. Covenants of Debtor. Each Debtor covenants and agrees in favour of the Lender as

follows:

(a)
(b)

to pay or satisfy the Obligations when due;

to keep the Collateral free and clear of all taxes, assessments, liens, mortgages,
charges, claims, encumbrances and security interests whatsoever, except for the
Security Interest and Permitted Liens (as set out in Schedule “B™);
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(c)

(d

(e)

&

(2

()

(i)

@

(k)

M

not to sell, exchange, transfer, assign, lease or otherwise dispose of or deal in any
way with the Collateral or any interest therein, or enter into any agreement or
undertaking to do so, except as may be permitted in this Agreement or the Credit
Agreement;

to keep the Collateral in good condition, ordinary wear and tear excepted, and to
keep the Collateral located at the place(s) warranted herein or the place of
business of any other Obligor (as defined in the Credit Agreement);

to obtain from financially responsible insurance companies and maintain
insurance in respect of such risks and in such amounts as the Lender may
reasonably require from time to time, and such insurance shall inciude a standard
mortgage clause approved by the Insurance Bureau of Canada, and each Debtor
agrees to cause the interest of the Lender to be noted as its interest might appear
on such policies of insurance (except public liability insurance), and to furnish the
Lender with certificates of insurance and certified copies of such policies;

to promptly notify the Lender of any loss or damage to the Collateral, and of any
change in any information provided in this Agreement of a material nature;

to promptly pay all taxes, assessments, rates, levies, payroll deductions, vacation
pay, workers” compensation assessments, and any other charges which could
result in the creation of a statutory lien or deemed trust in respect of the Collateral;

to deliver to the Lender such information concerning the Collateral or each Debtor
as the Lender may reasonably request from time to time;

‘to allow the Lender to have reasonable access to all premises of each Debtor at

which Collateral may be located and to inspect the Collateral and all records of
each Debtor pertaining thereto from time to time;

to do, make, execute and deliver such further and other assignments, transfers,
deeds, agreements and other documents as may be required by the Lender to
establish in favour of the Lender the Security Interest intended to be created
hereby and to accomplish the intention of this Agreement;

to pay all reasonable costs, charges and expenses (including solicitors’ fees and
charges incurred by the Lender on an “own client” basis) of and incidental to the
taking, preparation, execution and registering notice (and any amendments and
renewals of such notice) of this Agreement and in taking, recovering, keeping
possession of or inspecting the Collateral and generally in any other proceedings
taken in enforcing the remedies in this Agreement or otherwise in relation to this
Agreement or by reason of non-payment or procuring payment of the monies
hereby secured including costs of any monitor appeinted with respect to each
Debtor;

if each Debtor shall default in any covenant to be performed by it hereunder and
fails to perform such covenant within five (5) business days of receipt of notice of
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(m)

)

(0)

(®

G

)

such default from the Lender, the Lender may perform any covenant of each

Debtor capable of being performed by the Lender and if the Lender shall be put to

any costs, charges, expenses or outlays to perform any such covenant, each Debtor

shall indemnify the Lender for such costs, charges, expenses or outlays and such-
costs, charges, expenses or outlays (including solicitors’ fees and charges incurred

by the Lender on an “own client” basis) shall be payable forthwith by each Debtor

to the Lender, shall bear interest at the highest rate bome by any of the other

Obligations and shall, together with such interest, form part of the Obligations

secured by this Agreement;

in any judicial proceedings taken under this Agreement or to enforce this
Agreement and the covenants of each Debtor hereunder the Lender shall be
entitled to costs on a solicitor and “own client” basis, Any costs so recovered
shall be credited against any solicitor’s fees and charges paid or incurred by the
Lender relating to the matters in respect of which the costs are awarded and which
have been added to the monies secured hereunder pursuant to the foregoing
clause;

it will give written notice to the Lender of all material litigation before any court,
administrative board or other tribunal affecting each Debtor or the Collateral or
any part thereof and it will give written notice to Lender prior to changing its legal
name ot jurisdiction of organization;

at all times to maintain its corporate existence; that it will carry on and conduct its
business in a proper, efficient and businesslike manner and in accordance with
good business practice and all applicable municipal, state and federal laws; and
that it will keep or cause to be kept proper books of account in accordance with _
sound accounting practice;

it will do, execute, acknowledge and deliver or cause to be done, executed,
acknowledged or delivered, such further acts, deeds, mortgages, transfers and
assurances as the Lender shall reasonably require for the better assuring, charging,
assigning and conferring unto the Lender the Collateral and the security interests
intended to be created hereunder, for the purpose of accomplishing and effecting
the intention of this Agreement;

if the Lender advances money to any Debtor for the purpose of enabling each
Debtor to acquire any Collateral each Debtor shall use such money only for that
purpose and will promptly provide the Lender with evidence that such money was
so applied; and

if the Collateral at any time includes a security, each Debtor shall if required by
the Lender, excepting Securities held by a Debtor in another Debtor but only for
so long as there has not occurred an Event of Default, transfer the security into the
name of the Lender or the Lender’s nominee and until an Event of Default the
Lender will provide each Debtor with all notices and other communications
received by it or its nominee as registered owner of such security and will appoint,
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or cause its nominee to appoint each Debtor as proxy to vote with respect to the
security.

9. Events of Default. Each Debtor shall be in default under this Agreement upon the
occurrence of any one or more of the following events (an “Event of Default™):

(a) any Debtor fails to pay or perform any of the Obligations when due, which failure
is not cured within ten (10) days of receipt of notice from the Lender of such
failure;

(b)  an “Event of Default” under the Credit Agreement shall have occurred and be
continuing;

(c) any representation or warranty made herein by a Debtor is or becomes incorrect or
untrue in any material respect, or any Debtor breaches or fails to comply with any
term of this Agreement or any other agreement or undertaking now or hereafter
given by any Debtor to the Lender, which failure is not cured within thirty (30)
days of receipt of notice from the Lender of such failure;

(d any Debtor becomes insolvent or bankrupt, makes a proposal or commences any
proceedings for the readjustment or arrangement of any of its debts under the
Bankruptcy and Insolvency Act (Canada), the Companies’ Creditors Arrangement
Act (Canada), or the United States Bankruptey Code, a petition in bankruptey is
filed against each Debtor; any Debtor makes an assignment for the benefit of
creditors; a trustee or receiver or manager is appointed in respect of each Debtor
or any of its assets; or steps are taken by or against a Debtor for any other formal
or informal type of proceeding for the settlement of claims against a Debtor, or for
the dissolution, liquidation, or winding-up of the affairs of a Debtor;

(e) any Debtor ceases or threatens to cease to carry on business, or makes or agrees to
make a bulk sale of its assets;

O the entry of any judgment or order is issued or levied against any Debtor or its
property involving liability in excess of fifty thousand (CAD3$50,000) or the
Equivalent (as defined in the Credit Agreement) in U.S. dollars unless each
Debtor, without breaching any of the covenants contained herein, satisfies such
Jjudgment or order within ten (10) days of its issuance; or

(g)  any encumbrance affecting the Collateral becomes enforceable and the same shall
not have been remedied or cured within five (5) days thereof,

10. Enforcement. If an Event of Default occurs, the Lender, in its sole and absolute
discretion, may declare all or any part of the Obligations (whether or not by its terms payable on
demand) immediately due and payable, without any further demand or notice of any kind.

11, Remedies. Ifan Event of Default occurs, the Lender shall have the following remedies in
addition to any other remedies available to a secured party at law or equity or contained in any
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other agreement between each Debtor and the Lender, all of which remedies shall be independent

and cumulative:

(a)
(b)
(c)
(D

(e)
(ﬂ

(2

)

@

)

entry ot any premises where Collateral may be located;
possession of Collateral by any method permitted by law:
the sale or lease of Collateral;

the collection of any rents, income and profits received in connection with the
business of the Debtors or the Collateral;

the collection, realization, sale or other dealing with any Accounts;

the appointment by instrument in writing of a receiver or a receiver and manager
(each of which is herein called a “Receiver™) of the Collateral;

the exercise by the Lender of any of the powers set out in Section 12, without the
appointment of a Receiver; :

proceedings in any court of competent jurisdiction for the appointment of a
receiver or a receiver and manager or for the sale of the Collateral;

the right, to the maximum extent permitted by law, to exercise all voting,
consensual and other powers of ownership pertaining to any Investment Property
as if Lender were the sole and absolute owner thereof: and

the filing of proofs of claim and other documents in order to have the claims of the
Lender lodged in any bankruptcy, winding-up or other judicial proceeding relating
to the Debtors. .

12. Powers of Receiver. Any Receiver appointed by the Lender may be any person or
persons, and the Lender may remove any Receiver so appointed and appoint another or others
instead. Any Receiver appointed shall act as agent for the Lender for the purposes of taking
- possession of the Collateral and (except as provided below) as agent for each Debtor for all other
purposes, including without limitation the occupation of any premises of each Debtor and in
carrying on each Debtor’s business. For the purposes of realizing upon the Security Interest, the
Receiver may sell, lease or otherwise dispose of Collateral as agent for each Debtor or as agent
for the Lender as it may determine in its discretion. Each Debtor agrees to ratify and confirm all
actions of the Receiver acting as agent for each Debtor, and to release and indemnify the
Receiver in respect of all such actions. Any Receiver so appointed shall have the following

powers:
(a)
®)

to enter upon, use and occupy all premises owned or occupied by each Debtor;

to take possession of the Collateral;
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(c}  to carry on the business of each Debtor;

(d)  to borrow money required for the maintenance, preservation or protection of the
Collateral or for the carrying on of the business of each Debtor, and in the
discretion of such Receiver, to charge and grant further security interests in the
Collateral in priority to the Security Interest, as security for the money so
bhorrowed;

(e) to sell, lease or otherwise dispose of the Collateral or any part thereof on such
terms and conditions and in such manner as the Receiver shall determine in ifs
discretion;

(f) to demand, commence, continue or defend any judicial or administrative
proceedings for the purpose of protecting, seizing, collecting, realizing or
obtaining possession or payment of the Collateral, and to give valid and effectual
receipts and discharges therefor and to compromise or give time for the payment
or performance of all or any part of the Accounts or any other obligation of any
third party to each Debtor; and

() to exercise any rights or remedies which could have been exercised by the Lender
against each Debtor or the Collateral.

13.  Disposition. The Lender may, upon ten (10) day’s prior written notice to the Debtors
(which notice may be given to care of the Borrower on bebalf of itself and the Guarantors) of the
time and place, sell, lease or otherwise dispose of any Collateral as a whole or in separate parcels
by public auction or private tender or by private contract and with or without advertising and
without any other formality, all of which are hereby expressly waived by each Debtor and any
such sale, lease or disposition shall be on such terms and conditions as to credit, as to upset or
reserve bid or price and otherwise as the Lender may consider commercially reasonable. In the
event that any disposition is made on credit or part cash and part credit, the Lender need only
credit the actual cash received at the time of disposition against the Obligations and any
payments made pursuant to any credit granted at the time of the disposition shall be credited
against the Obligations as and when received. The Lender may rescind, tetminate or vary any
contract for the sale, lease or disposition of any Collateral and may resell, relet or otherwise
redispose of the Collateral without being accountable or otherwise liable for any loss occasioned
thereby. Any sale, lease or other disposition of any Collateral may be made by the Lender
whether or not it has taken possession of the Collateral.

14.  Failure of the Lender to Exercise Remedies. The Lender shall not be liable for any
delay or failure to enforce any remedies available to it or any delay or failure to institute any
proceedings for such purposes.

15.  Application of Payments. All payments made in respect of the Obligations and all
monies received by the Lender or any Receiver appointed by the Lender in respect of the
enforcement of the Security Interest (including the receipt of any Money) may be held as security
for the Obligations or applied in such manner as may be determined in the discretion of the
Lender or the Receiver, as the case may be, and the Lender may at any time apply or change any
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such appropriation of such payments or monies to such part or parts of the Obligations as the
Lender may determine in its discretion. Bach Debtor shall remain liable to the Lender for any
deficiency and any surplus funds realized after the satisfaction of all Obligations shall be paid in
accordance with applicable law.

16.  Dealings by the Lender. The Lender may grant extensions of time and other
indulgences, take and give up securities, accept compositions, grant releases and discharges, and
otherwise deal with the Collateral, each Debtor, debtors of each Debtor, debtors and sureties of
each Debtor, and others as the Lender may sce fit, without prejudice to the Obligations and the
rights of the Lender to hold and realize upon the Security Interest. The Lender has no obligation
to keep Collateral identifiable, or to preserve rights against prior secured creditors in respect of
any Collateral.

17.  Notice. Any demand, notice, direction or other communication to be made or given
hereunder (in each case, “Communication”) shall be in writing and shall be made or given by
personal delivery, by courier, by facsimile transmission, or sent by registered mail, charges - --
prepaid, addressed to the respective parties as follows:

) if to the Borrower or any of the Guarantors
¢/o Landdrill International Inc.
160 MacNaughton Ave,
Moncton, NB
E1H 319

Facsimile No: (506) 388-8990
Attention; Chief Financial Officer

with a copy to:
General Counsel
(ii)  ifto the Lender:

¢/o Crown Capital Partners Inc.
1735, 601-10 Avenue SW

Calgary, AB

T2R 0B2

Attention: Chief Executive Officer
Fax: (403) 508-6120
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with a copy to:

MacPherson Leslie & Tyerman LLP
Suite 1500 — 1050 1874 Scarth Street
Repgina, SK S4P 4E9

Facsimile No: (306) 352-5250
Attention: Aaron Runge

or to such other address or facsimile number as any party may from time to time designate in
accordance with this Section. Any Communication made by personal delivery or by courier shall
be conclusively deemed to have been given and received on the day of actual delivery thereof or
if such day is not a Business Day, on the first Business Day thereafter. Any Communication
made or given by facsimile on a Business Day before 4:00 p.m. (local time of the recipient) shall
be conclusively deemed to have been given and received on such Business Day and otherwise

.shall be conclusively deemed to have been given and received on the first Business Day
following the transmittal thereof. Any Communication that is mailed shall be conclusively
deemed to have been given and received on the fifth Business Day following the date of mailing
but if, at the time of mailing or within five Business Days thereafter, there is or occurs a labour
dispute or other event that might reasonably be expected to disrupt delivery of documents by
mail, any Communication shall be delivered or transmitted by any other means provided for in
this Section. When used in this Agreement, “Business Day” shall mean a day other than a
Saturday, Sunday or any statutory holiday in the Province of Oatario.

18.  Power of Attorney. Each Debtor hereby constitutes and appoints the Lender or any
officer thereof as its true and lawful attorney, effective upon the occurrence and during the
continuance of an Event of Default, with full power of substitution, to execute all documents and
take all actions as may be necessary or desirable to perform any obligations of each Debtor
arising pursuant to this Agreement, and in executing such documents and taking such actions, to
use the name of each Debtor whenever and wherever it may be considered necessary or
expedient, These powers are coupled with an interest and are irrevocable until all of the
Obligations have been repaid in full and this Agreement is terminated and the Security Interest
created herein has been released.

19.  Separate Security. This Agreement and the Security Interest are in addition to and not in
substitution for any other security now or hereafier held by the Lender in respect of each Debtor,
the Obligations or the Collateral and any other present and future rights or remedies which the
Lender might have with respect thereto.

20. = Lender Not Obliged to Advance. Nothing in this Agreement shall obligate the Lender to
make any loan or accommodation to each Debtor or any other party in connection with this
Agreement, or extend the time for payment or satisfaction of any Obligations,

21.  Amalgamation of Debtor. Each Debtor acknowledges and agrees that in the event that it
merges with any other persons (which it is prohibited from doing without the prior written
consent of the Lender) then the Collateral and the Security Interest shall extend to and inctude all
like property of the merged corporation and all references herein to Debtor shall extend to and
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include the merged corporation and all references herein to Obligations shall extend to and
include all of the debts, liabilities and obligations of every type and kind of the merged
corporation.

22.  Amendments. This Agreement may not be amended or otherwise modified except by an
instrument in writing executed by all the parties hereto.

23.  Waivers. The Lender shall not, by any act, delay, omission or otherwise, be deemed to
have expressly or impliedly waived any of its rights, powers and/or remedies unless such waiver
shall be in writing and executed by an authorized officer of the Lender. Any such waiver shall be
enforceable only to the extent specifically set forth therein. A waiver by the Lender of any right,
power and/or remedy on any one occasion shall not be construed as a bar to or waiver of any
such right, power and/or remedy which the Lender would otherwise have on any future occasion,
whether similar in kind or otherwise,

24, Assignment. Each Debtor hereby consents {o the sale, assignment, transfer or other
disposition to a financial institution (the “Assignee™) by the Lender, at any time and from time to
time hereafter, of this Agreement and the Obligations, or of any portion thereof, or participation
therein including, without limitation, the right, title, interest, remedies, powers and/or duties of
the Lender thereunder. Each Debtor agrees that it shall execute and deliver such documents as
the Lender may request in connection with any such sale, assignment, transfer or other
disposition. The Assignee shall, to the extent of the interest so assigned or transfetred, be
entitled to the benefit of and the right to enforce this Agreement to the same extent as if the
Assignee were the Lender. Each Debtor shall not be entitled to assign or transfer this Agreement
or any of each Debtor’s rights, duties or obligations hereunder without the prior written consent

of the Lender.

25.  Release and Reconveyance. Upon payment in full of the Obligations to the Lender, the
Lender shall upon receipt of a written request from each Debtor release the Security Interest and
reassign the Collateral to each Debtor without recourse and without representations or warranties,
and the Lender shall at the request and expense of each Debtor execute and deliver all such
discharges, releases, reassignments and further assurances as may be reasonably required in this
regard.

26.  Number, Gender and Persons. Unless the context otherwise requires, words importing
the singular in number only shall include the plural and vice versa, words importing the use of
gender shall include the masculine, feminine and neuter genders and words importing persons
shall include individuals, corporations, partnerships, associations, trusts, unincorporated
organizations, governmental bodies and other legal or business entities.

27.  Severability. If any provision of this Agreement is determined by a court of competent
jurisdiction to be invalid, illegal or unenforceable in any respect, such determination shall not
impair or affect the validity, legality or enforceability of the remaining provisions hereof, and
each such provision shall be interpreted in such a manner as to render them valid, legal and
enforceable to the greatest extent permitted by applicable law. Each provision of this Agreement
is declared to be separate, severable and distinct.
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28, Successors and Assigns. This Agreement shall enure to the benefit of the Lender and its
successors and assigns, and shall be binding upon each Debtor and its successors and permitted

assigns.

29.  Time. Time shall be of the essence of this Agreement.

30.  Execution by Facsimile. Delivery of an executed copy of a signature page to this
Agreement by facsimile transmission shall be effective as delivery of a manually executed copy -
of this Agreement and each Debtor undertakes to provide the Lender with a copy of this
Agreement bearing original signatures forthwith upon demand. :

31.  Governing Law and Atternment. This Agreement shail be govemned by and interpreted
in accordance with the laws of the Province of Ontario. Without prejudice to the ability of the
Lender to enforce this Agreement in any other proper jurisdiction, each Debtor irrevocably
submits and attorns to the non-exclusive jurisdiction of the courts of the Province of Ontario in
connection with this Agreement, L B

32.  Entire Agreement. This Agreement and the Credit Agreement, including any schedules
attached hereto and thereto, constitute the entire agreement between each Debtor and the Lender
relating to the subject-matter hereof and thereof and supersede all prior apreements,
representations, warranties, conditions or collateral agreements, whether oral or written, express
or implied, with respect to the subject matter hereof and thereof.

33.  Expenses. Each Debtor agrees to pay forthwith upon demand to the Lender all expenses,
including the reasonable fees, disbursements and other charges of its counsel (on a solicitor and
his *“own client” basis), experts or agents which the Lender may incur in connection with: (i) the
negotiation and preparation of this Agreement; (ii) the administration of this Agreement; (iif} the
custody or preservation of, or the sale of, collection from or other realization upon any of the
Collateral; (iv) the exercise, enforcement or protection of any of the ri ghts of the Lender
hereunder; and (v) the failure of each Debtor to perform or observe any of the provisions hereof.

34.  Further Assurances. Each Debtor agrees to forthwith, at its own expense and from time
to time, do or file, or cause to be done or filed, all such things and shall execute and deliver all
such documents, agreements, opinions, certificates and instruments reasonably requested by the
Lender or its counsel as may be necessary or desirable to complete the transactions contemplated
by this Agreement and carry out its provisions and intention.

35.  Copy of Agreement. Each Debtor acknowledges receipt of an executed copy of this
Agreement,

36.  Purchase Money Security Interests. The security interests created hereby shall
constitute purchase money security interests to the extent that any of the Obligations are moneys
advanced by the Lender to each Debtor for the purpose of enabling each Debtor to purchase any
of the Collateral and were so used by each Debtor and a certificate of an officer of the Lender as
to the extent that the Obligations are monies so advanced and used shall be prima facie proof of
the purchase money security interests constituted hereby.
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37.  Definitions. All terms used in this Agreement have the meanings therein set forth and
other words and expressions which have been defined in the Credit Agreement shall be
interpreted in accordance with their respective meanings given in the Credit Agreement (either in
the singular or plural thereof), as the context requires unless otherwise defined herein or unless
the context required otherwise.

[The remainder of this page is intentionally blank. Signature page to follow.]
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Courtterpart Signature Page to the General Security Agreement dated Mai*chg_, 2012

This Agreement has been executed by the Debtors on the date first stated above,

LANDDRILL INTERNATIONAL INC. , a
company incorporated under the laws of the
Province of British C i

Per: -
Name:
Title:
LANDDRILL, ATLANTIC L_TD
Per;

Name; -
Title:

LANDDRILL INTERNATIONAL LTD,

ﬁ/ya?ﬁfm ::['*»*

Per: f;“/}’%*"*‘%w

Name &’

Title:
LANDDRILL CONTR NING LTD.
Per: el S

Name; <

Title:

LANDDRILL INTERNATIONAL COMPANY
LIMITED

Per:

LANDDRI/LIL/ﬁgrERﬁﬁaTmNAL LLC

t./'.? ‘\j”"’"

Per:

[
Name:




Title:

LANDDRILL INTERNATIONAL INC,, a

company W.ﬂe laws of Barbados
Per: £ %Mm

Name: [/’

Title:

LANDDRILL INTERNATIONAL

COOPEW

Per /7-3’%
Name;
Title:

LANDDRILL INTERNATIONAL

NICARAGUA, S.A.

Per: C{T@J&z
Name: &//" i

Title:

LANDDRILL EINTE NAL SARL

Per:

LLC LAND& ATIONAL
e

Per: )
Name: ¢~
Title:




Schedule “A”

Debtors and Locations

Part A — Borrower

Landdrill International | a corporation British 160
Inc. Columbia MacNaughton
A New
venue Brunswick
Moncton, NB
E1H 3L9

Part B — Guarantors

Landdrill Atlantic | New - | MacNaughton New
Led. a corporation Brunswick Avenue Brunswick/
Moncton, NB Nova Scotia
E1H 3L9
160 New
MacNaughton Brunswick/
: . Avenue Quebec/Ontario/
Landdrill . New
. a corporation , Moncton, NB | Newfoundland
International Ltd. Brunswick E1H 319 &
Labrador/Nova
Scotia
160
Landdrill Contract , New MacNaughton .
Mining Ltd. a corporation Brunswick Avenue New Brunswick
Moncton, NB
E1H 3L9
160
Landdrill Mac¢Naughton
International a corporation Hong Kong Avenue Hong Kong
Company Limited Moncton, NB
E1H 3L9
Landdrill a corporation Mongokia P.O. Box Mongolia
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International LLC

716-210644
Khan-uul
District
3rd Khoroo,
Ajilchin
Street
Ulaanbaatar,
Mongolia

Landdrill
International Inc.

a corporation

Barbados

160
MacNaughton
Avenue
Moncton, NB
E1H 3L9

Barbados

Landdrll
International
Cooperatief U A,

a corporation

Netherlands

160
MacNaughton
Avenue
Moncton, NB
E1H 319

Netherlands

Landdrill
International
Nicaragua, S.A.

a corporation

Nicaragua

Carretera

| Internacional

a Nogales No.
518,
Esquina con
Calle Parral
Colonia San
Luis
Hermosillo
Sonora, C.P.
83160

Nicaragua

Landdrill
International SARL

a corporation

Mali

160
MacNaughton
Avenue
Moncton, NB
E1H 3L9

Mali

LL.C Landdriil
International

a corporation

Russia

Russian
Federation,
6800000,
City of
Khabarovsk,
Turgeneva
Street,
Building 46,
Office
504/505

Russia
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Schedule *“B”
Permitted Liens

“Permitted Liens” are set out in Section 1.1(1r) of the Credit Agreement.

Ci\Users\bdemofsky\AppData\Roaming\OpenTexA\DM\Temp\REGIN A-#1174205-v8-CCP1_-_Landdrill_Intemnational_-
_GSA (_Use_this One_).dec -19-







GUARANTEE AND INDEMNITY AGREEMENT

This Agreement is made as of the QLI day of March, 2012,

Between:

LANDDRILL ATLANTIC LTD. a New Brunswick corporation,
LANDDRILL INTERNATIONAL LTD., a New Brunswick corporation,
LANDDRILL CONTRACT MINING LTD., a New Brunswick corporation,
LANDDRILL INTERNATIONAL COMPANY LIMITED, a Hong Kong
corporation, LANDDRILL INTERNATIONAL LLC, a Mongolia corporation,
LANDDRILL, INTERNATIONAIL INC., a Barbados corporation,
LANDDRILL INTERNATIONAL COQOPERATIEF U.A., a Netherlands
corporation, LANDDRILL INTERNATIONAL NICARAGUA, SA, a
Nicaragua corporation, LANDDRILL INTERNATIONAL MEXICO S.A. DE
C.V,, a Mexico corporation, LANDDRILL INTERNATIONAL SARL, a Mali
corporation and LLC LANDDRILL INTERNATIONAL, a Russia corporation
{collectively, the “Guarantors” and each a “Guarantor”)

-and -

NORREP CREDIT OPPORTUNITIES FUND, LP
a limited partnership existing under the laws of Alberta
(the “Lender”)

Whereas:

(a) pursuant to a credit agreement dated as of the _2 I ____day of March, 2012 (together
with all amendments, modifications, supplements, restatements or replacements, if
any, from time to time thereafter made thereto) (the “Credit Agreement™) between
the Lender and LANDDRILL INTERNATIONAL INC,, a British Columbia
corporation (the “Borrower”) as borrower and the Guarantors as guarantors and co-
obligors, the Lender has agreed to make available to the Borrower the credit, as more
particularly set out in the Credit Agreement;

(b) each Guarantor will receive direct and indirect benefits from the extension of credit to
the Borrower under the Credit Agreement; and

(c) as a condition to making available the credit under the Credit Agreement, each of the
Guarantors are required to execute and deliver this Agreement to the Lender.

Now therefore for good and valuable consideration, the receipt and sufficiency of which are
acknowledged, each of the Guarantors jointly and severally agree with the Lender as follows:
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1. Guarantee. FEach of the Guarantors hereby unconditionally and jointly and severally
guarantee to the Lender and its successors and assigns, forthwith upon demand, prompt and
complete payment and performance of all indebtedness, liabilities and obligations of the
Borrower to the Lender arising in connection with or pursuant to the Credit Agreement, present
or future, direct or indirect, absolute or contingent, joint, several or joint and several, at any time
owing or remaining unpaid by the Borrower to the Lender in any currency, including all
principal, interest, commissions, fees (including receiver’s fees and expenses), reasonable legal
costs {on a solicitor and its own client basis) and other costs, charges and expenses, and the
payment of all costs and expenses incurred by the Lender in enforcing any rights under this
Agreement (collectively, the “Obligations™). For greater certainty and without limiting the
generality of the foregoing, the Obligations shall include all principal, interest and fees due by
the Borrower to the Lender, all obligations of the Borrower under any agreement made between
the Borrower and the Lender, and any liability of the Borrower arising under guarantees
provided by the Borrower to the Lender in connection with the obligations of other parties.

2. Indemnity. In addition to the guarantee provided in Section 1, and as a separate and
distinct obligation, each of the Guarantors jointly and severally agree to indemnify and save
harmless the Lender from and against all direct and indirect claims, demands, losses, damages,
liabilities, charges, obligations, payments and expenses of any nature or kind, howsoever or
whenever arising, which the Lender may suffer or incur in any way relating to or arising from the
failure of the Borrower to pay and satisfy the Obligations. Notwithstanding the foregoing, under
no circumstances shall any Guarantor be liable for any special damages or consequential

damages.

3. Continuing Guarantee. The guarantee contained herein shall be a continuing guarantee
and shall secure the Obligations and any ultimate balance thereof, notwithstanding that the
Borrower may from time to time satisfy the Obligations in whole or in part and thereafter incur
further Obligations, This Agreement shall continue in full force and effect regardless of whether
any guarantor (if more than one) or any other party responsible for the payment of the
Obligations or any portion thereof shall ccase to be so liable for any reason whatsoever,
including without limitation by reason of prescription, operation of law or release by the Lender.

4, Borrower’s Status and Authority. All monies, advances, renewals or credits in fact
borrowed or obtained from the Lender by the Borrower shall be deemed to form part of the
Obligations, notwithstanding any lack or limitation of status or power, incapacity or disability of
the Borrower or its directors, officers, employees or agents, or that the Borrower may not be a
legal entity or that such borrowing or obtaining of monies, advances, renewals or credits or the
execution and delivery of any agreement or document by or on behalf of the Borrower is in
excess of the powers of the Borrower or any of its directors, officers, employees or agents or is in
any way irregular, defective, fraudulent or informal. The Lender has no obligation to enquire
into the powers of the Botrower or any of its directors, officers, employees or agents acting or
purporting to act on its behalf, and shall be entitled to rely on this provision notwithstanding any
actual or imputed knowledge regarding any of the foregoing matters. :

5. Guarantee Absolute.  The liability of each of the Guarantors hereunder shall be
absolute and unconditional irrespective of, and shall not be released, discharged, limited or
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otherwise affected by anything done, suffered or permitted by the Lender in connection with the
Borrower, the Obligations or any security held by or granted to the Lender to secure payment or
performance of the Obligations. Without limiting the generality of the foregoing, the obligations
and liabilities of each of the Guarantors hereunder shall be absolute and unconditional and shall
not be released, discharged, limited or otherwise affected by:

@)

®)

(€)

@

(e)

()

(g)

()

@

@
(k)

any lack of validity or enforceability of any agreement between the Lender and
the Borrower relating to the advance of monies or granting of credit to the
Borrower or any other agreement or instrument relating thereto;

any change in the name, objects, capital stock, constating documents or by-laws,
ownership or contrel of the Borrower;

any amalgamation, merger, consolidation or other reorganization of the Borrower
or of its business or affairs;

the dissolution, winding-up, liquidation or other distribution of the assets of the
Borrower, whether voluntary or otherwise;

the Borrower becoming insolvent or bankrupt or subject to the provisions of the
Bankruptcy and Insolvency Act (Canada), the Companies’ Creditors Arrangement
Act (Canada), the arrangement provisions of applicable corporate legislation, or
any similar or successor legislation, or the Lender voting in favour of any
proposal, arrangement or compromise in connection with any of the foregoing;

the loss of or failure to obtain, register, perfect or maintain any security held by
the Lender, whether occasioned through the Lender’s failure or neglect or
otherwise;

the valuation by the Lender of any of its security, which shall not be considered as
a purchase of such security, or as payment on account of the Obligations;

the failure or neglect of the Lender to demand payment of the Obligations from
the Borrower, any guarantor of the Borrower or any other party, or the failure or
neglect of the Lender to enforce all or any of the Lender’s security;

any right or alleged right of set-off, counterclaim, appropriation or application or
any claim or demand that the Borrower or any Guarantor may have or may allege
to have against the Lender or any other person, which rights are hereby waived by
any Guarantor;

any dealings described in Section 6 hereof;, or
any other circumstances which might otherwise constitute a legal or equitable

defence available to, or complete or partial discharge of, the Borrower in respect
of the Obligations or of the Guarantors in respect of this Agreement.
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6. Dealings with the Borrower and Others, Without releasing, discharging, limiting or
otherwise affecting in whole or in part the obligations of each Guarantor under this Agreement,
and without notice to or the consent of each Guarantor, the Lender may from time to time:

(a)

(b)

©

(d)

(e)

®

(2

0

®

amend the terms and conditions applicable to the Obligations with the consent of
the Borrower acting reasonably, waive compliance with any such terms or
conditions in whole or in part, or amend or terminate any agreement applicable to
the Obligations with the consent of the Borrower acting reasonably; :

make advances to the Borrower and receive repayments in respect of the
Obligations, and increase or decrease the amount of credit available to the
Borrower;

grant time, renewals, extensions, indulgences, releases and discharges to the
Borrower;

in a manner consistent with the Credit Agreement, take or refrain from taking
guarantees from other parties or security from the Borrower, any guarantor of the
Borrower or any other party, or from registering or perfecting any security;

in a manner consistent with the Credit Agreement, release, discharge,
compromise, realize, enforce or otherwise deal with or do any act or thing in
respect of any and all security given by the Borrower, any guarantor of the
Borrower or any other party, with or without consideration;

accept compromises or arrangements from the Borrower, any guarantor of the
Borrower or any other party;

exercise any tight or remedy which i may have against the Borrower, any
guarantor of the Borrower or any other party or with respect to any security;

apply all monies at any time received from the Borrower, any guarantor of the
Borrower or other party or from the proceeds of any security upon such part of the
Obligations as the Lender may see fit, or change any such application in whole or
in part from time to time as the Lender may see fit, notwithstanding any direction
which may be given to the Lender regarding application of such monies by the
Borrower, any guarantor of the Borrower or any other party; and

otherwise deal with, or waive or modify its right to deal with, the Borrower, any
guarantor of the Borrower or any other party and all security held by the Lender,
with the consent of the Borrower acting reasonably.

Any amount which is not recoverable hereunder from a Guarantor as guarantor shall be
recoverable from such Guarantor as principal debtor. Accordingly, each Guarantor shall not be
discharged nor shall the liability of each Guarantor be affected by any act, thing, omission or
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means whatsoever unless such act, thing, omission or means is sufficient to discharge each
Guarantor as guarantor and as principal debtor.

7. No Obligation to Exercise Other Remedies. The Lender shall not be obliged to
demand payment from or exhaust its recourse against the Borrower, guarantors of the Borrower
or other parties or enforce any security held in respect of the Obligations or take any other action
or legal proceeding before being entitled to payment from each Guarantor under this Agreement.
Each Guarantor hereby waives all benefits of discussion and division.

8. Enforcement. The Lender shall be entitled to make demand on each Guarantor upon the
occurrence and during the continuance of a default hereunder or an Event of Default (as defined

in the Credit Agreement).

9. Accounts Settled. Any account stated by the Lender to be due to it from the Bormrower
shall be accepted by each Guarantor as conclusive evidence that the said amount is so due, in the
absence of manifest error or evidence to the contrary.

10.  Waiver. The Lender shall not, by any act, delay, omission or otherwise, be deemed to
have expressly or impliedly waived any of its rights, powers and/or remedies unless such waiver
shall be in writing and executed by an authorized officer of the Lender. Any such waiver shall
be enforceable only to the extent specifically set forth therein. A waiver by the Lender of any
right, power and/or remedy on any one occasion shall not be construed as a bar to or waiver of
any such right, power and/or remedy which the Lender would otherwise have on any future
occasion, whether similar in kind or otherwise.

11.  Foreign Currency Obligations. To the extent permitted by applicable law, the
Obligations of the Guarantors shall, notwithstanding any payment in any other currency (the
“Other Currency”) (whether pursuant to a judgment or otherwise), be discharged only by
payment in the currency in which it is due (the “Agreed Currency”) and the Lender may, in
accordance with normal banking procedures, purchase the sum paid in the Other Currency (after
any premium and costs of exchange) on the Business Day immediately after the day on which
the Lender receives the payment. If the amount in the Agreed Currency that may be so
purchased for any reason falls short of the amount originally due, the Guarantors shall pay all
additional amounts, in the Agreed Currency, as may be necessary to compensate for the shortfall,
Any obligation of the Guarantors not discharged by that payment shall, to the extent permitted by
applicable law, be due as a separate and independent obligation and, until discharged as provided
in this Section, continue in full force and effect. When used in this Agreement, “Business Day”
shall mean a day other than a Saturday, Sunday or any statutory holiday in the Province of
Ontario.

12.  Representations and Warranties. Each Guarantor represents and warrants to the
Lender as follows, and acknowledges that the Lender is relying upon the said representations and
warranties as a basis for extending credit to the Borrower:

(a) each Guarantor is duly incorporated, existing and in good standing under the laws
of its jurisdiction of incorporation; it has full corporate power, authority and
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capacity to enter into and perform its obligations hereunder; all necessary action
has been taken to authorize the execution and delivery of this Agreement and the
performance of its obligations hereunder; there are no provisions in any
unanimous shareholder agreement which restrict or limit its powers to enter into
‘and perform its obligations under this Agreement; and neither the execution and
delivery of this Agreement, nor compliance with the terms, provisions and
conditions hereof will conflict with, result in a breach of, or constitute a default
under its charter documents or by-laws; and

(b)  neither the execution and delivery to the Lender of this Agreement, nor
compliance with the terms, provisions and conditions of this Agreement will
conflict with, result in a breach of, or constitute a default under any agreement or
instrument to which each Guarantor is a party or by which the property and assets
or each Guarantor may be bound or affected, and does not require the consent or
approval of any other party.

13.  Disclosure, Each Guarantor waives any duty on the part of the Lender to disclose to
each Guarantor any facts relating to the Borrower or other guarantors of the Obligations which
the Lender may now or hereafter know, regardless of whether the Lender has reason to believe
any such facts materially increase the risk beyond that which each Guarantor intends to assume,
it being understood and agreed that each Guarantor is fully responsible for being and keeping
fully informed.

14.  Taxes, ete. All payments made by any Guarantor under this Agreement to the Lender
shall be made free and clear of, and without deduction for or on account of, any present or future
taxes, levies, assessments, deductions, withholdings or other governmental charges of any nature
whatsoever now or hereafter imposed by any official body in any jurisdiction (“Taxes”). If any
Taxes are required to be withheld or deducted from any amounts payable by any Guarantor to the
Lender hereunder, each such Guarantor shall:

()  within the time period for payment permitted by applicable law pay to the
appropriate governmental body the full amount of such Taxes and any additional
taxes, levies, assessments, deductions, withholdings or other governmental
charges in respect of the payment required under Section 14(b) hereof and make
such reports and filings in connection therewith in the manner required by
applicable law; and

(b) pay to the Lender an additional amount which (after deduction of all Taxes
incurred by reason of the payment or receipt of such additional amount) will be
sufficient to yield to the Lender the full amount which would have been received
by it had no deduction or withholding been made.

Upon the request of the Lender, each Guarantor shall fumnish to the Lender the original or a
certified copy of a receipt for {or other satisfactory evidence as to) the payment of each of the
Taxes (if any) payable in respect of such payment.

Ci\Users\bdemofsky\AppData\Roaming\OpenTex\DM\Temp\REGIN A-#1174321-v6-CCPI_-_Panddril]_International_-

_Guarantes_(For_all_Guarantors),doo -6 -




15, Assignment. Each Guarantor hereby consents to the sale, assignment, transfer or other
disposition to a financial institution {the “Assignee™) by the Lender, at any time and from time to
time hereafter, of this Agreement and the Obligations, or of any portion thereof, or participation
therein including, without limitation, the right, title, interest, remedies, powers and/or duties of
the Lender thereunder. Each Guarantor agrees that it shall execute and deliver such documents
as the Lender may request in connection with any such sale, assignment, transfer or other
disposition. The Assignee shall, to the extent of the interest so assigned or transferred, be
entitled to the benefit of and the right to enforce this Agreement to the same extent as if the
Assignee were the Lender, No Guarantor shall be entitled to assign or transfer this Agreement or
any of the Guarantors rights, duties or obligations hereunder without the prior written consent of

the Lender.

16.  Revival of Indebtedness and Liability. If at any time all or any part of any payment
previously applied by the Lender to any portion of the Obligations is rescinded or returned by the
Lender for any reason whatsoever, whether voluntarily or involuntarily (including, without
limitation, arising from or in connection with the insolvency, bankrupicy or reorganization of the
Borrower or any of the Guarantors, or any allegation that the Lender received a payment in the
nature of a preference), then to the extent that such payment is rescinded or returned such portion
of the Obligations shall be deemed to have continued in existence notwithstanding such
application by the Lender, and this Agreement shall continue to be effective or be reinstated, as
the case may be, as to such portion of the Obligations as though such payment to the Lender had
not been made. '

17.  Assignment and Postponement of Amounts Due to the Guarantors. Payment of all
present and future debts and liabilities of the Borrower to any of the Guarantors (the “Postponed
Indebtedness”) is hereby postponed to payment of the Obligations. For greater certainty, no
Guarantor shall receive any paymenis of principal, interest or any other amounts in respect of the
Postponed Indebtedness until the Obligations have been paid and satisfied in full. If any portion
of the Postponed Indebtedness is paid in contravention of this Agreement, it shall be held by
such Guarantor in trust for the Lender and shall be immediately paid to the Lender. If any
Guarantor now or in the future holds any security for the Postponed Indebtedness (the
“Postponed Security”), the security interests, charges and encumbrances constituted thereby
shall be postponed to all present and future security held by the Lender in respect of the
Obligations, notwithstanding the order of execution, delivery, registration or perfection of the
security interests held by the Lender and the Guarantors, respectively, the order of advancement
of funds, the order of crystallization of security, or any other matter which may affect the relative
priorities of such security interests. No Guarantor may initiate or take any action to enforce the
Postponed Security without the prior written consent of the Lender. As security for the
obligations of the Guarantors to the Lender under this Agreement, each Guarantor assigns to the
Lender the Postponed Indebtedness and the Postponed Security.

18.  Subrogation. The Guarantors shall have no right to be subrogated to the Lender unless:
(i) the Guarantors shall have paid to the Lender an amount equal to the Obligations together with
all interest, expenses and other amounts due hereunder; (ii) any other party regarded by the
Lender as having a potential tright of subrogation shall have waived such right and congented to
the assignment of the Obligations and any security held by the Lender to the Guarantors; (ii) the
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Lender shall have received from the Borrower a release of all claims and demands which the
Borrower may have against the Lender, including any obligation of the Lender to grant
additional credit to the Borrower; and (iv) the Guarantors shall have executed and delivered to
the Lender a release of any claims which any Guarantor may have against the Lender in respect
of the Obligations or this Agreement, together with an acknowledgment that the Obligations and
any security assigned by the Lender to any Guarantor shall be assigned on an “as is, where is”
basis and without recourse to the Lender. All documents listed above shall be in form and
substance satisfactory to the Lender.

19.  Expenses. Each Guarantor shall pay forthwith upon demand to the Lender all reasonable
expenses, including the reasonable fees, disbursements and other charges of its counsel (on a
solicitor and his own client basis), experts or agents which the Lender may incur in connection
with: (i) the negotiation and preparation of this Agreement; (i) the administration of this
Agreement; (iii) the custody or preservation of, or the sale of, collection from or other realization
upon any of the collateral securing the Obligations; (iv) the exercise, enforcement or protection
of any of the rights of the Lender hereunder; or (v) the failure of such Guarantor to perform or
observe any of the provisions hereof.

20.  Additional and Separate Security. This Agreement and the Security Interest are in
addition to and not in substitution for any other security now or hereafter held by the Lender in
respect of the Borrower, the Obligations or the collateral securing the Obligations and any other
present and future rights or remedies which the Lender might have in respect thereof, including
guarantees provided by other parties.

21.  Set-Off. Upon this Agreement becoming enforceable, the Lender may from time to time
set off the obligations of each Guarantor to the Lender under this Agreement against any and all
deposits at any time held by the Lender for the account of each Guarantor and any other
indebtedness at any time owing by the Lender to each Guarantor, whether or not the Lender shall
have made any demand hereunder and whether or not any of such obligations may be
unliquidated, contingent or unmatured.

22.  Entire Agreement. This Agreement constitutes the entire agreement between each
Guarantor and the Lender relating to the subject matter hereof, and supersedes all prior
agreements, representations, warranties, nnderstandings, conditions or collateral agreements,
whether oral or written, express or implied, with respect to the subject matter hereof.

23.  Governing Law and Attornment. This Agreement shall be governed by and interpreted
in accordance with the laws of the Province of Ontario and the federal laws of Canada applicable
therein. Without prejudice to the ability of the Lender to enforce this Agreement in any other
propér jurisdiction, each Guarantor irrevocably submits and attorns to the non-exclusive
jurisdiction of the courts of the Province of Ontario in connection with this Agreement.

24.  Notice. Any demand, notfice, direction or other communication to be made or given
hereunder (in each case, “Communication”) shall be in writing and shall be made or given by
personal delivery, by courier, by facsimile transmission, or sent by registered mail, charges
prepaid, addressed to the respective parties as follows:
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(i) if to a Guarantor:
c/o Landdrill International Inc.
160 MacNaughton Ave.
Moncton, NB
E1H 3L9

Facsimile No: (506) 388-8990
Attention: Chief Financial Officer

with a copy to:
General Counsel
(ii) if to the Lender:

¢/o Crown Capital Partners Inc.
175, 601-10 Avenue SW

Calgary, AB

T2R 0B2

Attention: Chief Executive Officer
Fax: (403) 508-6120

with a copy to:

MacPherson Leslie & Tyerman LLP
Suite 1500 — 1050 1874 Scarth Street
Regina, SK S4P 4E9

Facsimile No: (306) 352-5250
Attention: Aaron Runge

or to such other address or facsimile number as any party may from time to time designate in
accordance with this Section. Any Communication made by personal delivery or by courier
shall be conclusively deemed to have been given and received on the day of actual delivery
thereof or if such day is not a Business Day, on the first Business Day thereafter. Any
Communication made or given by facsimile on a Business Day before 4:00 p.m. (local time of
the recipient) shall be conclusively deemed to have been given and received on such Business
Day and otherwise shall be conclusively deemed to have been given and received on the first
Business Day following the transmittal thereof. Any Communication that is mailed shall be
conclusively deemed to have been given and received on the fifth Business Day following the
date of mailing but if, at the time of mailing or within five Business Days thereafter, there is or
occurs a labour dispute or other event that might reasonably be expected to disrupt delivery of
documents by mail, any Communication shall be delivered or transmitted by any other means
provided for in this Section.
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25.  Severability. If any provision of this Agreement is determined by a court of competent
Jurisdiction to be invalid, illegal or unenforceable in any respect, such determination shall not
impair or affect the validity, legality or enforceability of the remaining provisions hereof, and
cach such provision shall be interpreted in such a manner as to render them valid, legal and
enforceable to the greatest extent permitted by applicable law. Each provision of this Agreement
is declared to be separate, severable and distinct.

26,  Joint and Several. The obligations of the Guarantors hereunder shall be joint and
several, and all references to the “Guarantor” herein shall refer to all such guarantors, as the
context requires.

27.  Number, Gender and Persons. Unless the context otherwise requires, words importing
the singular in number onty shall include the plural and vice versa, words importing the use of
gender shall include the masculine, feminine and necuter genders and words importing persons
shall include individuvals, corporations, partnerships, associations, trusts, unincorporated
organizations, governmental bodies and other legal or business entities.

28.  Amalgamation of Guarantors. Each Guarantor acknowledges and agrees that in the
event that it amalgamates with any other persons (which it is prohibited from doing without the
prior written consent of the Lender) then all references herein to that Guarantor shall extend to,
include and bind the amalgamated corporation.

29.  Execution by Facsimile. Delivery of an exccuted copy of a signature page to this
Agreement by facsimile transmission shall be effective as delivery of a manually executed copy
of this Agreement and each Guarantor undertakes to provide the Lender with a copy of the
Agreement bearing original signatures forthwith upon demand.

30.  Time. Time shall be of the essence of this Agreement.

31, Further Assurances. Each Guarantor shall forthwith, at its own expense and from time
to time, do or file, or cause to be done or filed, all such things and shall execute and deliver all
such documents, agreements, opinions, certificates and instruments reasonably requested by the
Lender or its counsel as may be necessary or desirable to complete the transactions contemplated
by this Agreement and carry out its provisions and intention.

32.  Successors and Assigns. This Agreement shall enure to the benefit of the Lender and its
successors and assigns, and shall be binding upon each Guarantor and its successors and

permitted assigns.

33.  Copy of Agreement. Each Guarantor acknowledges receipt of an executed copy of this
Agreement.
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Counterpart Signature Page {o the Guarantee dated March ;_L 2012

This Agreement has been executed by the Guarantors on the date first stated above,

LANDDRIL TIC LTD.
7h Y rasy
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Name: y i
Title:
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CREDIT AGREEMENT

Dated as of March 21, 2012
between
LANDDRILL INTERNATIONAL INC.
As Borrower
- and -

LANDDRILL ATLANTIC LTD.,
LANDDRILL INTERNATIONAL LTD,,
LANDDRILL CONTRACT MINING LTD.,
LANDDRILL INTERNATIONAL COMPANY LIMITED,
LANDDRILL INTERNATIONAL LLC,
LANDDRILL INTERNATIONAL INC.,
LANDDRILL INTERNATIONAL COOPERATIEF U.A,,
LANDDRILL INTERNATIONAL NICARAGUA, S.A.,
LANDDRILL INTERNATIONAL MEXICO S.A. DE C.v,
LANDDRILL INTERNATIONAL SARL,

LLC LANDDRILL INTERNATIONAL

As Guarantors
~and -
NORREP CREDIT QPPORTUNITIES FUND, LP

As Lender
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Execntion Copy

CREDIT AGREEMENT

THIS CREDIT AGREEMENT is made with effect as of the 21% day of March, 2012, by and
between LANDDRILL INTERNATIONAL INC., a corporation incorporated pursuant fo the
laws of the Province of British Columbia (the “Borrower”), LANDDRILYL ATLANTIC LTD,,
a New Brunswick corporation, LANDDRILL INTERNATIONAL LTD., a New Brunswick
corporation, LANDDRILI, CONTRACT MINING LTD., a New Brunswick corporation,
LANDDRILL INTERNATIONAL COMPANY LIMITED, & Hong Kong corporation,
LANDDRILL INTERNATIONAL LLC, a Mongolia  corporation, LANDDRILL
INTERNATIONAL INC., a Barbados corporation, LANDDRILL INTERNATIONAL
COOPERATIEF U.A., a2 Netherlands corporation, LANDDRILL INTERNATIONAL
NICARAGUA, 8.A., a Nicaragua corporation, LANDDRILL INTERNATIONAIL MEXICO
S.A. DE C.V., a Mexico corporation, LANDDRILL INTERNATIONAL SARL, a Makl
corporation and LL.C LANDDRILL INTERNATIONAL, a Russia corporation {collectively,
the “Guarantors”) and NORREP CREDIT OPPORTUNITIES FUND, LP (the “Lender™);

RECITALS:

WHEREAS the Borrower desires that the Lender extends the Loan (as herein defined) to
the Borrower, and the T.ender has indicated its willingness to lend on the terms and conditions set
forth herein, in order to assist the Borrower in paying out an existing operating line of credit and
a working capital loan;

AND WHEREAS, the parties wish to provide for the terms and conditions upon which
the Loan shall be made;

NOW THEREFORE, in consideration of the premises and the mutual covenants hereinafter
contained and for other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged by Borrower, the parties hereto agree as follows:

AGREEMENT
ARTICLE 1- DEFINITIONS
L1 General Definitions,
In this Agreement the following terms shal} have the following meanings:
(a) “Accounts” shall mean all claims, accounts, contract rights, or other rights to
payment for goods sold or services rendered, chattel paper, instruments and

documents, whether now owned or hereafter created ot acquired by a Person or in
which a Person now has or hereafter acquires any interest,

(b)  “Account Debtor” shall mean, in respect of any Account, the debtor obligated to
make payment thereof,




(c)
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(b)

)

Q)

“Action Request” shall mean any request from any governmental or reguldtory
body or agency under any Environmental Law whereby such body or agency
requests that the Person requested takes action or steps or does acts or things in
respect of any Property in its charge, management or control to remediate a
matter which is not or is alleged not to be in material compliance with aif
Environmental Laws,

“Affiliate” means: (a) any Person which, directly or indirectly, controls, is
controlled by or is under common control with any other Person; (b} any Person
which beneficially owns or holds, directly or indirectly, ten percent (10%) or
more of any class of voting stock or equity interest (including partnership
interests) of any other Person; {c) any Person, ten percent (10%) or more of any
class of the voting stock (or if such Person is not a corporation, ten percent (10%)
or more of the equity interest, including partnership interests) of which is
beneficially owned or held, direetly or indirectly, by any other Person or (d) any
Person related within the meaning of the Jncome Tax Act (Canada) to any such
Person and includes any “Affiliate” within the meaning specified in the Business
Corporations Act (Ontario) on the date hercof. The term control (including the
terms “controlled by” and “under common control with”) means the possession,
directly or indirectly, of the power to direct or cause the direction of the
management and policies of the Person in question.

“Agrecment” means this credit agreement, including all exhibits and schedules
hereto, as amended, restated or otherwise modified from time to time,

“Audited Financial Statements” means the Consolidated balance sheet of the
Borrower for the Fiscal Year ended December 31, and the related consolidated
statements of income or operations, Shareholder’s Equity and cash flows for such
fiscal year of the Borrower, including the notes thereto.

“Botrower” shall mean Landdrill International Inc., a British Columbia
corporation with its head office in Moncton, New Brunswick.

“Business Day” shall mean any day other than a Saturday, Sunday, or such other
day as banks in Toronto, Ontatio are authorized or required to be closed for
business,

“Capital Expenditures” shall mean, with respect to any period, the aggrepate of
all expenditures (whether paid in cash or accrued as liabilities and including
expenditures for capitalized lease obligations) by the Borrower during such
period that are required by IFRS to be included in or reflected by the property,
plant or equipment or similar fixed asset accounts (or in intangible asset accounts
subject to amortization) in the balance sheet of the Borrower.

“Capital Lease Obligations™ means, with respect to any Person for any period, the
obligations of such Person to pay rent or other amounts under any lease of (or
other arrangement conveying the right to use) real or personal property, or a
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combination thereof, which obligations are required to be classified and account
for as liabilities on a balance sheet of such Person under IFRS and the amount of
which obligations shall be the capitalized amount thereof determined in
accordance with IFRS, which for greater certainty shall include ail finance leases
under IFRS.

“Change of Control” means, with respect fo an Obligor, the acquisition by any
Person or group of Persons (other than any other Obligor) who are associates (as
such term is defined in the Securities Act {Ontario)), or who act together in
concert for such purpose of (i) shares or other voting securities of such Obligor to
which are attached more than 50% of the votes that may be cast to elect directors
or other Persons charged with the direction of the management of such Obligor
and which, if exercised, are sufficient to elect a majority of such directors or
other management Persons, or (ii) any other right to appoint a majority of such
directors or other management Persons or with respect to any Person who from
time to time has previously met the foregoing test the further acquisition by such
Person or group of Persons who are associates (as such term is defined in the
Securities Act (Ontario)) or who act together in concert for such purpose of any
further units or other voting securities of such Obligor.

“Chattel Paper”, “Document of Title”, “Intangible”, “Goods” and “Instrument”
shall have the respective meanings assigned to such term as of the date of this
Agreement in the Personal Property Security Act (Ontario).

“Closing Date” shall mean March 21, 2612 or such other date on which the
Lender agrees to advance the Loan.

“Collateral” shall mean all of the undertaking and Property, present and future,
real, immovable, personal and immovable, of the Obligors, including that
specifically described in ARTICLE 7 hereof, now or hereafter pledged,
hypothecated, granted or assigned to the Lender to secure, either directly or
indirectly, repayment of any of the Liabilities.

“Combined Financial Statements” means the statements of earnings and retained
earnings, balance sheets and statements of cash flows of the Obligors all in
accordance with IFRS and consistent with the approach used by the Borrower in
its audit of the Audited Financial Statements.

“Consolidated Net Income” means, for any period, the consolidated net income
(loss) after tax of the Borrower for such period.

“Consotidated” means, when used to modify a financial term, test, statement, or
report of a Person, the application or preparation of such term, test, statement or
report (as applicable) based upon the consolidation, in accordance with IFRS, of
the {inanciat condition or operating results of such Person.

“Convertible Debentures” means the non-secured convertible debentures of the
Borrower in the principal amount of $5,000,000, which closed in three (3)
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(u)

tranches between July 31, 2011 and August 12, 2011, maturing eighteen (18)
months from their respective issue date, :

“Cumulative Consolidated EBITDA”™ means on any date with respect to any
period, Consolidated Net Income for the Borrower earned during such period,

plus:

{i) amounts deducted in calculating net income or net loss in respect of non-
cash expenses, depreciation and amortization during such period; and

(ii) amounts deducted in calculating such net income or net loss in respect of
Third Party Interest Expense, net of interest income added in calculating
such net income or net loss during such peried;

(iii)  amounts deducted in calculating such net income or net loss in respect of
income, capital or business taxes paid or payable, whether or net deferred,
during such period;

and excluding for such period:

(iv} any gain or loss attributable to the sale, conversion or other sale, lease,
disposition or other transfer of assets out of the ordinary course of
business; and

v) any gain resulting from the write-up of assets or any loss resulting from
the write-down of assets; and

{(vi)  all non-cash gains, non-cash losses or other non-cash amounts that were
included in such net income; and

(vii)  any gain or loss on the repurchase or redemption of any securities
(including in connection with the early retirement or defeasance of any
Current Debt); and

(viii) ~ any other extraordinary or non-recurring items,

“Current Assets” means, with respect to any Person, all current assets of such
Person as of any date of determination calculated in accordance with IFRS, but
excluding cash, cash equivalents and debts due from Affiliates.

“Current Debt” means, with respect to any Person; (i) all indebtedness of such
Person for borrowed money which by its terms or by the terms of any instrument
or agreement relating thereto matures on demand or within one year from the
date of the creation thereof and is not directly or indirectly renewable or
extendable at the option of the debtor to a date more than one year from the date
of the creation thereof (but excluding the current portion of indebtedness under
this Agreement); and (i) any guarantee of an obligation described in the
preceding clause (i).
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“Current Liabilities” means, with respect to any Person, all liabilities that should,
in accordance with IFRS, be classified as current liabilities, and in any event shall
include all indebtedness payable on demand or within one year from any date of
determination without any option on the part of the obligor to extend or renew
beyond such year, all accruals for federal or other taxes based on or measured by
income and payable within such year, but excluding the current portion of long-
term debt not required to be paid within one year and the aggregate outstanding
principal balances of the Loan.

“Deemed Interest Rate” shall mean the interest rate applicable to the Loan as set
out in Section 4.1 or 4.3, as the case may be, from time to time.

“Default” shall mean an Event of Default or any event, condition or default
specified i Section 12.1 which, with the giving of notice, the lapse of time or
both, would be an Event of Default,

“Distribution” shall have the meaning ascribed to it in Section 10.1{0) hereof,

“Equipment” shall mean all machinery, apparatus, equipment, fittings, furniture,
fixtures, motor vehicles and other tangible personal or movable Property (other
than Inventory) of every kind and description used in a Person’s operations or
owned by such Person or in which such Person has an interest, whether now
owned or hereafier acquired by such Person and wherever located, and all parts,
accessories and tools and all increases and accessories thereto and substitutions
and replacements therefor.

“Equivalent” shall mean the amount in one currency which is eguivalent to an
amount in another currency when such latter amount is converted to such former
currency in accordance with Section 1.4 hereof,

“Event of Default” shall have the meaning ascribed to it in ARTICLE 12 hereof,

“Environmental Laws” means all federal, provincial, state and local laws, rules,
regulations, ordinances, programs, permits, guidelines, orders and consent
decrees relating to Materials of Environmental Concern, pollution or protection
of health, safety or the environment (including ambient air, surface water, ground
water, land surface or subsurface strata), including without limitation, laws and
regulations relating to emissions, discharges, releases or threatened releases of
Materials of Environmental Concern, or otherwise relating to the manufacturing,
processing, distribution, use, treatment, storage, disposal or transport of Materials
of Environmental Concern.

“Fiscal Year” means any period of twelve consecutive months ending on
December 31 of any calendar year.

“Guarantors” shall mean, collectively, Landdrill Atlantic Ltd., a New Brunswick
corporation, Landdrill International Ltd., 8 New Brunswick corporation, Landdrill
Contract Mining Ltd., ‘a New Brunswick corporation, Landdrill International
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- Company Limited, a Hong Kong corporation, Landdrill Internationaf LIC, a

Mongolia corporation, Landdrill International Inc., a Barbados corporation,
Landdrill International Cooperatief U.A., a Netherlands corporation, Landdrill
International Nicaragua, S.A., a Nicaragua corporation, Landdrill Mexico,
Landdrill International SARL, a Mali corporation and LLC Landdrili
International, a Russia corporation, and each a “Guarantor”.

“IFRS” shall mean at any time the International Financial Reporting Standards,
promulgated by the Intemational Accounting Standards Board, as amended,
supplemented or replaced from time to time.

“Interest Payment Date” shall mean the first day of each month or if that is not a
Business Day, the next Business Day following,

“Inventory” shall mean, with respect to any Person, all inventory of such Person,
whether now owned or hereafter acquited including, but not limited to, all goods
intended for sale or lease by such Person, or for display or demonstration; all
work in process; all raw materials and other materials and supplies of every
natre and description used or which might be used in connection with the
manufacture, printing, packing, shipping, advertising, selling, leasing or
furnishing of such goods or otherwise used or consumed in such Person’s
business.

“Landdrill Mexico” shall mean Landdrill International Mexico SA de CV, a
corporation incorporated under the laws of Mexico,

“Liabilities” shall mean all present and future obligations, liabilities and
indebtedness of the Borrower to the Lender or to any Affiliate of Lender of any
and every kind and nature, howsoever created, arising or evidenced and
howsoever owned, held or acquired, whether now or hereafler existing, whether
now due or to become due, whether primary, secondary, direct, indirect, absolute,
contingent or otherwise (including without limitation, obligations of
performance), whether several, joint or joint and several, and whether arising or
existing under wrilten or oral agreement or by operation of law,

“Lien” means: (a) any interest in Property securing an obligation owed to, or a
claim by, a Person, whether such interest is based on the common law, civil law,
statute, or contract, and including, without limitation, a security interest, charge,
claim, hypothec or lien arising from a mortgage, deed of trust, hypothec,
encumbrance, pledge, hypothecation, assignment, deposit  arrangement,
agreement, security agreement, conditional sale or trust receipt or a lease,
consignment or bailment for security purposes; and (b) to the extent not included
under clause (a), (i) any rights of repossession or similar rights of unpaid
suppliers, (ii) any reservation, exception, encroachment, easement, right-of-way,
covenant, condition, restriction, lease or other fitle exception or encumbrance
affecting Property, and (iii) any other lien, hypothec, charge, privilege, secured
claim, title retention, garnishment right, deemed trust, encumbrance or other right
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affecting Property, choate or inchoate, whether or not crystallized or fixed,
whether or not for amounts due or accruing due, arising by any statute or law of
any jurisdiction, at law, in equity or by any agreement.

“Loan” shall have the meaning ascribed to it in Section 2.1 hereof.
“Losses” shall have the meaning ascribed to it in Section 14.1 hereof.

“Mandatory Repayment Date” shall mean the date thai the Loan is required to be
repaid in full by the Borrower prior to the Maturity Date under Section 3.2 hereof.

“Material Adverse Effect” shall mean with respect to any event, act, condition or
occurrence of whatever nature (including any adverse determination in any
litigation, arbitration or governmental investigation or proceeding), whether
singly or in conjunction with any other event or events, act or acts, condition or
conditions, occurrence: or occurrences, whether or not related, a result which -
adversely alters materially the financial or other condition of the Obligors (or any
of them), including on the business, Property, operations or condition of the
Obligors (or of them), or materially adversely affects or could, in the sole
discretion of the Lender acting reasonably, affect materially the ability of the
Obligors to perform their obligations hereunder or under the Other Agreements as
the case may be or any lien of the Lender,

“Materials of Environmental Concern” means any chemicals, pollutants,
contaminants, wastes, toxic substances, petroleum, petroleum products, together
with any hazardous, toxic or dangerous substances, materials and wastes,
including, without limitation, hydrocarbons (including naturally occurring or
man-made petroleum and hydrocarbons), flammable explosives, asbestos, urea
formaldehyde insulation, radioactive materials, biological substances,
polychlorinated biphenyls, pesticides, herbicides and any other kind and/or type
of pollutants or contaminants (including, without limitation, materials which
include hazardous constituents), sewage, sludge, industrial slag, solvents and/or
any other similar substances, materials or wastes and including any other
substances, materials or wastes that are or become regulated under any laws
relating to the protection of the environment or maintenance of occupational
safety (including, without limitation, any that are or become classified as
hazardous or toxic under any such laws).

“Maturity Date” shall mean the third anniversary of the Closing Date,

“Net Working Capital” means, as of any date of determination thereof and with
respect to any Person, such Person’s Current Assets (including cash and cash
equivalents) less its Current Liabilities {including the Loan but not including (a)
the current portion of any indebtedness of the Borrower classified as long term
debt) and (b) the Convertible Debentures), all as determined on a consolidated
basis.




(ss)

()

(uu)

“Obligors” means collectively the Borrower and the Guarantors and “Obligor”
means any of such persons.

“Other Agreements” shall mean all agreements, instruments and documents
including, without limitation, mortgages, trust deeds, pledges, powers of attorney,
conmsents, assignments, contracts, notices, security agreements (including the
Security Agreement), leases, financing statements, notes, and all other writings
heretofor, now or from time to time hereafter executed by or on behalf of an
Obligot, or any other Person and delivered to the Lender or to any parent, affiliate
or subsidiary of the Lender in connection with the Liabilities or the transactions
contemplated hereby.

“Permitted Liens” shall mean, (i) statutory liens of landlords, carriers,
warehousemen, mechanics, materialmen or suppliers incurred in the ordinary
course of business and securing amounts not yet due or declared to be due by the
claimant thereunder, (i) Liens in favour of the Lender or it Affiliates, (iii)
zoning restrictions and easements, rights-of-way, licenses, covenants and other
resirictions affecting the use of real or immovable property that do not
Individually or in the aggregate have a Material Adverse Effact on the Borrower’s
ability to use such real or immovable property for its intended purpose in
connection with the Borrower’s business, (iv) Liens and prior claims securing the
payment of taxes or other governmental charges not yet delinquent or being
contested in good faith and by proper proceedings, (v) Liens incurred or deposits
made in the ordinary course of business in connection with capitalized leases for
purchase of, and applying only to, Equipment permitted as Capital Expenditures
under Section 10.1(m)(i), the documents relating to such Liens to be in form and
substance acceptable to the Lender, and the Borrower shall not permit any such
Liens or security interests to attach to the Collateral that could rank either in
priority to, or pari passu with the Security Agreement; provided that, so long as
no Default shall have occurred and be continuing, or would result therefrom, the
Borrower may grant purchase-money security interests ranking prior to the
Security Agreement in Equipment acquired or purchased by the Borrower that
constitutes Capital Expenditures permitted under Section 10, 1{m)(i} and provided
further that such security secures only the acquisition or purchase costs for the
Equipment so secured; (vi) deposits to secure performance of bids, trade
contracts, leases and statutory obligations (to the extent not excepted elsewhere
herein), (vii) Liens specifically permitted as set forth on Schedule 1.1(1} attached
hereto (subject to any restrictions set out in Schedule L.¥{1)y; (viii) any Lien
arising out of the refinancing, extension, renewal or refunding of any
indebtedness secured by a Lien permitted by any of the foregoing subsections (i)
through (vii), inclusive; provided, that (A) such imdebtedness is not secured by
any additional Property, and (B) the amount of such indebtedness is not
increased, (ix) pledges or deposits in connection with worker’s compensation,
uncmployment insurance and other social security legislation, and to public
utilitics when required by the operations of the Borrower’s business in fthe
ordinary course of business, (x) rights of set-off, banker’s lien and other similar
rights arising solely by operation of law; (xi) registered security interest in favour
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of Sprott Resource Lending Partnership over the present and after-acquired
personal property of Landdrill Mexico. '

“Person” shall mean any individual, sole proprietorship, parinership, joint
venture, trust, unincorporated organization, association, corporation, institution,
entity, party or foreign or local government (whether federal, provincial, state,
county, city, municipal or otherwise), including, without lirnitation, any
instrumentality, division, agency, body or department thereof.

“Plan” shall mean any pension or other employee benefit plan and which is: (a) a
plan maintained by an Obligor; (b) a plan to which an Obligor contributes or is
required to contribute; (¢) a plan to which an Obligor was required to make
contributions at any time during the five (5) calendar years preceding the date of
this Agreement; or (d) any other plan with respect to which an Obligor has
incutred or may incur lability, including contingent liability, either to such plans
or to any Person. - : oot

“Property” shall mean any interest in any kind of property or asset, whether real,
immovable, personal, movable, or mixed, tangible or intangible,

“Security Agreement” shall mean, the general security agreement ¢xecuted by the
Obligors (with the exception of Landdsill Mexico,) jointly and severally, pursuant
to section 11.1(d)(iii).

“Security Interest” shall have the meaning ascribed to it in Section 7.1 hereof.

“Sharcholders’ Equity” means, as of any date of determination, consolidated
shareholders’ or unitholders’ equity, as applicable, of the Borrower as of that date
determined in accordance with IFRS,

“Subsidiary” shall mean, with respect to a Person, any corporation of which more
than fifty percent (50%) of the outstanding capital stock baving ordinary voting
power to elect a majority of the board of directors of such corporation
(irrespective of whether at the time stock of any other class of such corporation
shall have or might have voting power by reason of the happening of any
contingency) is at the time, directly or indirectly, owned by the Person or by any
partnership, joint venture or other entity of which more than fifty percent (50%)
of the outstanding equity interests are at the time, directly or indirectly, owned by
the Person.

“Taxes” shall have the meaning ascribed to it in Section 14.2 hereof,

“Third Party Debt” means, at any time, the aggregate of (1) the Liabilities
outstanding at such time, and (ii) all other debt of the Borrower, or other
liquidated claims against the Borrower that are secured by an encumbrance that
ranks in priority to, or otherwise afforded a priority or preference at law or equity
over, the Loan or the Security Interest.




(eee) “Third Party Debt/Consolidated EBITDA Ratio” for any accounting period of
four consecutive fiscal quarters or such other period as may be specified herein
ending after the date hereof means the ratio of (i) Third Party Debt less cash as at
the end of such accounting period and Capital Lease Obligations for such period,
divided by (ii) Consolidated EBITDA. for such accounting period.

(fff)  “Third Party Interest Expense” means, for any period for the Borrower, without
duplication, the aggregate expense incurred or to be incurred by such Persons
during such period for interest and other financing charges in connection with
Third Party Debt.

(geg) “Violation Notice” means any notice received by a Person, from any
governmental or regulatory body or agency under any Environmental Law that
such Person or any of its Property is not in compliance with the requirements of
any Environmental Law,

1.2 Schedules and Exhibits

The following are the Schedules and Exhibits to this Agreement, which are deemed to be a part
of this Agreement:

Schedule 1.1{1) - Permitted Liens

Schedule 1.1(2) - Business and Collateral Locations

Schedule 1.1(3) - Bank Accounts of Borrower

Schedule 8.1(¢) - Intellectual Property

Schedule 8.1(f) - Borrower’s Name(s)

Schedule 8.1(g) - Subsidiaries, Affiliates, Joint Venture and Partnerships
Schedule 8.1(i) - Litigation

Schedule 8.1(0) - Indebtedness

Schedule 8,1(x) “ Labour Matters

Schedule 9.2 - Officer’s Compliance Certificate

1.3 Accounting Terms and Definitions,

Unless otherwise defined or specified herein, all defined terms in Section 1.1 as used in this
Agreement shail have the meanings set out in such paragraph, and all accounting terms used in
this Agreement shall be construed in accordance with IFRS, applied on a basis consistent in all
material respects with the Audited Financial Statements, except as otherwise specifically.
prescribed herein.  All accounting determinations for purposes of determining ¢compliance with
the financial covenants contained herein shall be made in accordance with IFRS as in effect on
the Closing Date (unless and to the extent otherwise stipulated herein) and applied on a basis
consistent in all material respects with the Audited Financial Statements, except as otherwise
specifically prescribed herein, Except as otherwise specified herein, the financial statemnents
required to be delivered hereunder from and after the Closing Date, and all financial records,
“shall be maintained in accordance with sound accounting practices including, if applicable,
IFRS. IfIFRS shall chenge from the basis used in preparing the Audited Financial Statements,
the certificates required to be delivered pursuant to Section 9.1 demonstrating compliance with
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the covenants contained herein shall include, at the election of the Borrower or upoen the request
of the Lender, calculations setting forth the adjustments necessary to demonstrate how the
Borrower is in compliance with the financial covenants based upon IFRS as in effect on the
Closing Date.

1.4 Currency Conversion.

Whenever in this Agreement there is a need to convert Canadian dollars to U.S. dollars, or vice
versa, or any other foreign currency, for the purpose of any valuation, cslculation or
determination (including the determination of an Equivalent for the purpose of expressing an
amount in one currency as an amount in another currency), the rate of exchange to be used shall
be the Bank of Canada noon spot rate {or any other rate to which the parties agree) on such day,
and if that day is not a Business Day, on the immediately preceding Business Day.

1.5  Supplements, Re-enactments, Ete,

Refetences herein to any document or legisiation are, unless otherwise stated, to be construed as
references to such document or legislation as amended, restated or supplemented from time to
time and references to any enactment include re-enactments, amendments and extensions

thereof,

ARTICLE 2- TERMS OF THE LOAN

2.1 The Loan.

Subject to the terms and conditions of this Agreement and the Other Agreements, absent the
existence of a Default, the Lender agrees to loan to the Borrower in lawful money of Canada in
the principal amount of Eight Million Canadian Dollars (Cdn. $8,000,000.00) to or for the
account of the Borrower on the Closing Date only (the “Loan”), in accordance with the terms of
Section 5.1 hereof,

ARTICLE 3- PAYMENT

3.1  Payments,

(a) On April 22, 2013, the Borrower shall pay to the Lender an amount on account of
principal owing under the Loan equal to five million {$5,000,000) dollazs.

(b)  The Borrower shall pay in full to the Lender the outstanding principal amount of
the Loan, together with all accrued and unpaid interest thereon, on the earliest to
oceur of: (i) the Maturity Date; (if) the Mandatory Repayment Date; and (iii) the
date of the acceleration of the Liabilities pursuant o Section 13.1 of this
Agreement or pursuant to any Other Apreement.

{© If any such payment due date is not a Business Day, then such payment may be
made on the next succeeding Business Day and such extension of time shall be
included in the computation of the amount of interest and fees due hereunder.
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32  Mandatory Prepayments of Loan.

Unless otherwise agreed to in writing by the Lender, the Loan shall, at the request of the Lender,
be repaid in full by the Borrower on the date (the “Mandatory Repayment Date”) which is the
sarliest to occur of the following: (i) any material change in the capital structure of Borrower not
permiited by this Agreement; (ii} any Event of Default. ' '

33 Optional Prepayments.

{a) The Borrower shall have no right to repay any amount owing on account of the
Loan prior to March 21, 2013.

(b)  Subject to the terms hercof, after March 21, 2013, the Borrower may prepay at
any time, without notice or penalty, alf or any amount of the outstanding principal
amount of the Loan, together with all accrued and unpaid interest thereon,
provided that the Lender receives ten (10) Business Days’ notice of such
prepayment,

34 General Matters.

All payments made by the Borrower shall be made without set-off, recoupment or counterciaim.
The Loan shall, if requested by the Lender, in the Lender’s sole discretion, be evidenced by one
or more promissory notes in form and substance satisfactory to the Lender. However, if such
Loans is not so evidenced, the Loan made by the Lender, including rates of interest, fees and
other charges, may be evidenced by entries upon the books and records maintained by the Lender
which books and records shall constitute conclusive evidence thereof in the absence of manifest

error or evidence to the contrary,

ARTICLE 4- INTEREST, FEES AND CHARGES

41 Rate of Interest,

Subject to Section 4.3, the principal amount of the Loan and other outstanding Ligbilities shall
bear interest from the Closing Date to the date paid and at a rate equal to twelve {12%) per cent
per annum and such interest shall be payable in arrears in accordance with Section 4.2,

4.2 Payment of Interest,

The Borrower shall pay the Lender all interest accrued on the principal amount of the Loan and
the outstanding amount of other Liabilities monthly in arrears in cash on each Interest Payment

Date,
.43 Default Rate of Interest.

Upon and after the occurrence of an Event of Default under Section 12. 1, and during the
continuation thereof, the principal amount of the Loan and the other Liabilities shall bear interest
at a rate per annum equal to sixteen (16%) per cent and such interest shall be calculated daily and
compounded monthly and shall be payable on demand by the Lender.
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4.4 Computation of Interest and Fees.

Interest hereunder shall be determined daily and compounded monthly not in advance, both
before and after demand, default and Jjudgment and shall be computed on the actual number of
days elapsed over a year of three hundred and sixty-five (365) days. For the purpose of the
Interest Act (Canada) only, the yearly rates of interest to which the rates applicable to the Loan
are equivalent are the rates so determined, multiplied by the actual number of days in the year
divided by three hundred and sixty-five (365) or three hundred and sixty-six (366), as the case
may be,

4,5 Maximum Interest,

It is the intent of the parties that the rate of interest and the other charges to the Borrower under
this Agreement shall be lawful; therefore, if for any reason the interest or other charges payable
- under this Agreement are found by a court of competent jurisdiction, in a final determination, to
exceed the limit which the Lender may lawfully charge the Borrower, then the obligation to pay
interest and other charges shall automatically be reduced with retroactive effect to such limit and,
if any amount in excess of such limit shall have been paid, then such amount shall be refunded to
the Borrower,

4.6  Financing Fee.

The Borrower shall pay to the Lender a financing fee equal to $160,000.00, which fee shall be
tully earned, non-refundable and payable in full on the earlier of the dates of such payment and
the Closing Date.

4.7 Annual Review Fee.

The Borrower shall pay to the Lender an annual review fee equal to two percent (2%) of the
principal owing under the Loan on:

()  April 24, 2013; and

(6) the day immediately following the second anniversary of the Closing Date until
the Liabilities have been fully paid by the Borrower. .

4.8  Closing Expenses.

The Borrower shall reimburse the Lender for all reasonable costs and expenses incurred in good
faith consisient with industry norms including, without limitation, consultant’s fees and
expenses, legal expenses and reasonable legal fees, incurred by the Lender in connection with:
(a) the documentation and consummation of this transaction (whether or not this transaction is
consummated) including, without limitation, security and other public record searches, tien
filings, express mail or similar express or messenger delivery, due diligence costs and expenses,
(b) and in seeking to collect, protect or enforce any rights in or to the Collateral or incurred by
the Lender in seeking to collect any Liabilities and to administer and enforce any of their rights
under this Agreement. The Borrower shall also pay all normal service charges with respect to
accounts, if any, maintained by the Lender for the benefit of the Bommower.  All such costs,
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expenses and charges shall constitute Liabilities hereunder, shall be payable by the Borrower to
the Lender on demand and, until paid, shall bear interest at the Deemed Interest Rate, The
Lender acknowledges having received $60,000.00 from the Borrower in respect of closing
expenses, and the parties agree that any portion of such $60,000.00 which is not expended in
respect of closing expenses shall be paid towards the financing fee in Section 4.6.

4.9 Increased Costs.

Notwithstanding any other provision herein, in the event that the introduction of or any change in
any law, rule, regulation, treaty or directive or in the interpretation or application thereof, or
compliance by the Lender with any request or directive (whether or not having the force of law)
from any govemmental authority, agency or instrumentality or regulatory body:

{a) subjects the Lender to any tax of any kind whatsoever with respect to this
Agreement, the Other Agreements or the Loan, or changes the basis of taxation of
payments to the Lender of principal, interest or any other amount payable
hereunder {except for changes in the rate of tax imposed on the overall net
income of the Lender); or

{b) imposes, modifies, holds applicable any reserve, special deposit, compulsory loan
or similar requirement against Property held by, or deposits or other Habilities in
or for the account of, advances or loans by, or other credit extended by, or any
other acquisition of funds by, any office of the Lender;

and the result of any of the foregoing is to materially increase the cost to the Lender of agreeing
to make, making, continuing or maintaining or participating in the Loan, or to materially reduce
any amount receivable thereunder or to materiaily increase the withholding taxes payable then, in
any such case, the Borrower shall pay the Lender, after demand by the Lender, any additional
amounts necessary to compensate the Lender on an after-tax basis for such additional cost or
reduced amount receivable or increased withholding taxes payable with respect to this
Agreement or the Loan made hereunder,

ARTICLE 5- LQAN ADMINISTRATION
5.1 Disbursement of Loan.

The Borrower hereby irrevocably authotizes the Lender to disburse the proceeds of the Loan on
the Closing Date,

5.2 Payments to Lender.

All payments to be made by the Borrower to the Lender hereunder shall be made fo the Lender
by wire transfer in accordance with wire instructions given by the Lender to the Borrower from

time to time.
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ARTICLE 6- TERMINATION AND REDUCTION

6.1 Termination.

This Agreement shall be in effect from the date hercof until the Maturity Date unless the
Liabilities become due and payable pursuant to Section 3.2 or ARTICLE 13 hereof in which case
the Borrower shall immediately pay all of the Liabilities. [f the due date of the Liabilities is
accelerated pursuant to Section 3.2 or ARTICLE 13 hereof or if the Borrower prepays the Loan
in accordance with Section 3.3 hereof, this Agreement shall terminate on the date that all such
Liabilities are paid in full. At such time as the Borrower has repaid all of the Liabilities and this
Agreement has terminated:

(a) the Borrower shall provide a release of any obligations and liabilities of the
Lender and its Affiliates and Subsidiaries, in form and substance reasonably
satisfactory to the Lender, in its sole discretion; and :

(b) upon the Borrower’s request, the Lender shall, at the Botrower’s cost and
expense, deliver to the Borrower a termination, discharge and release of all
security in form and substance reasonably satisfactory to the Borrower,

6.2  Continuing Liabilities.

Nothing in Section 6.1 shall effect any liabilities and obligations of the Borrower or the Lender
set out in this Agreement or the Other Agreements which are stated to survive payment of the
Liabilities and termination of this Agreement or the Other Agreements, as the case may be.

ARTICLE 7- SECURITY INTEREST AND COLLATERAL
7.1 Security Interest to the Lender.

Without limiting any other provision hereof or of the Other Agreements, as security for all of the
Liabilities, including without limitation the payment of the Loan and all other amounts now or in
the future advanced by the Lender to the Borrower hereunder, each Obligor does hereby grant to
the Lender, and on the date of making the Loan the Lender shall continue to hold, a continuing
(subject only to Permitted Liens) and perfected and, if desired by the Lender, duly registered
security interest (the “Security Interest”) on all of the undertaking and Property of such
Obligor, whether now or hereafter owned, existing, acquired or arising, tangible or intangible,
real or personal, movable or immovable and wherever now or hereafter located, including,
without limitation:

(a) all Accounts of such Obligor;

(b)  all Chattel Paper, Instruments, Documents of Title and Intangibles (including,
without limitation, all patents, patent applications, trademarks, trademark
applications, tradenames, trade secrets, goodwill, copyrights, registrations,
licenses, franchises, customer lists, tax refund claims, claims against carriers and
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shippers, guarantee claims, contracts rights, security interests, security deposits
and any rights to indemnification) of such Obligor;

(¢)  all Inventory of such Obligor;

(d)  all Goods (other than Inventory) including Equipment, vehicles and fixtures of
such Obligor;

(e)  all deposits and cash and any other property of such Obligor now or hereafter in
the possession, custody or control of the Lender or any agent or any parent,
Affiliate or Subsidiary of the Lender or any participant with the Lender in the
Loan for any purpose (whether for safekeeping, deposit, collection, custody,
pledge, transmission or otherwise);

H all real, immovable and leasehold broperty of such Obligor and al] easements,
rights-of-ways, privileges, benefits, licences, improvements and rights of such
Obligor whether connected therewith or appurtenant thereto or separately owned
or held, including without limitation, all structures, plants and other fixtures now
owned or hereafter owned or acquired; and -

(g)  all additions and accessions to, substitutions for, and replacements, products and
proceeds of the foregoing property, including, without limitation, proceeds of all
insurance policies insuring the foregoing property, and all of such Obligor’s
books and records relating to any of the foregoing and to such Obligor’s business.

7.2 Preservation of Collateral and Perfection of Security Interests Therein.

Each Obligor shall, at the Lender’s request and at such Obligor’s expense, at any time and from
time to time, execute and deliver to the Lender such financing statements, documents and other
agreements and instruments (and such Obligor shall pay the cost of filing or recording the same
in all public offices deemed reasonably necessary or desirable by the Lender) and do such other
acts and things as the Lender may deem necessary or desirable in order to establish and maintain
a valid, attached and perfected security interest in the Collateral in favour of the Lender (free and
clear of all other Liens except Permitted Liens) to secure payment of the Liabilities, and in order
to facilitate the collection of the Collateral, such Obligor irrevocably hereby makes, constitutes
and appoints the Lender (and all Persons designated by the Lender for that purpose) as such
Obligor’s true and lawful attorney and ageni to execute such financing statements, documents
and other agreements and instruments and do such other acts and things as may be necessary to
preserve and perfect the Security Interest of the Lender or the Lender in the Collateral to the
extent that such Obliger does not do so after request by the Lender or after an Event of Default.

73 Possession of Collateral and Related Matters,

Until an Event of Default has occutred, the Obligors shall have the right, except as otherwise
provided in this Agreement, in the ordinary course of the Obligors’ business, to:

(a)  sell or furnish under contracts of supply or service any of the Obligors’ Inventory
normally held by the Obligors for any such purpose; and
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(b)  use and consume any raw materials, work in process or other materials normally
heid by the Obligors for such purpose;

provided however that a sale in the ordinary course of business shall not include any transfer or
sale in satisfaction, partial or complete, of a debt owed by the Obligors, or a transfer, sale or
other disposition to any Parent, Subsidiary, Affiliate or shareholder of the Obligors, or to any
other Person in whom the Obligors hold any interest or any other related party, which is at 2
price or on terms more favourable to the recipient than would be given to an unrelated party.

74 Collections.

(&) The Lender may, at any time and from time to time afier the occurrence of an
Event of Default which is continuing, in addition to the remedies set out in
Section 13.1, whether before or after notification to any Account Debtor and
whether before or after the maturity of any of the Liabilities:

(i) enforce collection of any of the Obligors’ Accounts or contract rights by
suit or otherwise;

(1) exercise all of the Obligors’ rights and remedies with respect to
proceedings brought to collect any of the Obligors’ Accounts;

(i)  surrender, release or exchange all or any part of any Accounts of any of
the Obligors, or compromise or extend or renew for any period (whether
or not longer than the original period) any indebtedness thereunder;

(iv)  sell or assign any Account of any of the Obligors upon such terms, for
such amount and at such time or times as the Lender deems advisable;

(v) prepare, file and sign any of the Obligors’ names on any proof of claim in
bankruptcy or other similar document against any Acconnt Debtor
indebted on an Account of any of the Obligors; and

(vi)  do all other acts and things which are necessary, in the Lender’s sole
discretion, to fulfil the Obligors’ obligations under this Agreement and
the Other Agreements and to allow the Lender to collect the Accounts. In
addition to any other provision hereof, the Lender may at any time on or
after the occurrence of an Event of Default which is continuing, at the
Obligor’s expense, notify any parties obligated on any of the Accounts of
the Obligor to make payment directly to the Lender of any amounts due
or to becotne due thereunder,

(b)  The Lender shall, upon receipt by it of cash or other immediately available funds
from collections of items of payment and proceeds of any Collateral, apply the
whole or any part of such collections or proceeds against the Liabilities in such
order as the Lender shall determine in its sole discretion, subject to the terms of
this Agreement.
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{¢)  Inits sole credit judgment, without waiving or releasing any obligation, liability
or duty of the Obligors under this Agreement or the Other Agreements or any
Default, at any time or times hereafter, the Lender may (but shall not be obligated
to) pay, acquire or accept an assignment of any security interest, hypothec, lien,
encumbrance or claim asserted by any Person in, upon or against the Collateral.
All sums paid by the Lender in respect thereof and all costs, fees and expenses
(inctuding, without limitation, reasonable legal fees and disbursements {on a
solicitor-client basis) for both inside and outside counsel, all court costs and all
other charges relating thereto) incurred by the Lender shall constitute Liabilities,
payable by the Obligors on demand and, until paid, shall bear interest at the
Deemed Interest Rate.

(d  Immediately upon the Obligors’ receipt of any portion of the Collateral consisting
of an Instrument, Document of Title or Chattel Paper, the Obligors shall, at the
Lender’s request, deliver the original thereof to the Lender together with an
appropriate endorsement or other specific evidence of assignment thereof to the
Lender (in form and substance acceptable to the Lender). If an endorsement or
assignment of any such items shall not be made for any reason, the Lender is
hereby irrevocably authorized, as the attorney and agent of the Obligors, to
endorse or assign the same on such Person’s behalf.

7.5 Attachment.

Such Obligor acknowledges and agrees that: (i) value has been given, (ii) such Obligor has rights
in the Collateral owned or purported to be owned by it, and (iif) the Security Interest shall attach
to existing Collateral upon execution of this Agreement by such Obligor and to each item of
after-acquired Collateral at the time that such Obligor acquires any rights therein.

7.6 Exception re Leasehold Interests and Contractual Rights.

The last day of the term of any lease, sublease or agreement therefore is specifically excepted
from the Security Interest, but each Obligor agrees to stand possessed of such last day in trust for
any Person acquiring such interest of such Obligor. To the extent that the creation of the
Security Interest would constitute a breach or cause the acceleration of any agreement, right,
licence or permit to which any Obligor is a party, the Security Interest shall not attach thereto,
but such Obligor shall hold its interest therein in trust for the Lender, and the Security Interest
shall attach to such agreernent, right, license or permit forthwith upon obtaining the consent of

the other party thereto.
ARTICLE 8- REPRESENTATIONS AND WARRANTIES
8.1 Representations and Warranties.

The Obligors hereby jointly and severally make the following representations, warranties and
covenants: ,

(a) each Obligor is duly incorporated, organmized and in good standing in its
Jurisdiction of organization and is duly qualified and in good standing in all
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jurisdictions where the nature and extent of the business transacted by it or the
ownership of its Property makes such qualification necessary (except for such
Jurisdictions in which the failure to so qualify would not have a Material Adverse
Effect) and has all requisite power and authority to own or lease its property and
to carry on its business;

each Obligor has the right and power and is duly authorized and empowered to
enter into, execute and deliver this Agreement and the Other Agreements to
which it is a party and perform its respective obligations hereunder and
thereunder; each Obligor’s execution, delivery and performance of this
Agreement and the Other Agreements to which it is a party does not and shall
not:

(i)  conflict with, or constitute a violation or breach of or constitute a defanlt
under the provisions of any statute, law, regulation, ordinance, judgment or
rule of law; ' -

(i) conflict with, or constitute a violation or breach of or constitute a defanlt,
except where such conflict, violation, breach or default would not have a
Material Adverse Effect, under any mortgage, indenture, lease, Lien,
instrument, agreement, contract or other document which may now or
hereafter be binding on such Obligor; or

(ii)) conflict with, or constitute a violation or breach of or constitute a default
under the certificate or articles of incorporation, amendment, continuation
or amalgamation, by-laws, resohuions or similar documents of such
Obligor, any shareholders’ agreement affecting such Obligor or its property
{or declaration having like effect); and such Obligor’s execution, delivery
and performance of this Agreement and the Other Agreements to which it
is a party shall not result in the imposition of any Lien upon any of its
property under any existing indenture, mortgage, deed of trust, loan or
credit agreement or other agreement or instrument by which such Obligor
or any of their property may be bound or affected other than pursuant to the
Security Agreement;

this Agreement and the Other Agreements to which each Obligor is a party are
legal, valid and binding obligations of each such Obligor, and are enforceable
against each such Obligor, as the case may be, in accordance with their respective
terms, except to the extent that such enforceability may be limited by applicable
bankruptey, insolvency, reorganization, moratorium and similar laws affecting
the rights of creditors generally and general equitable principles;

each of the Obligors has obtained and holds all applicable licenses,
authorizations, approvals and permits, the lack of which would have a Material
Adverse Effect, and each of the Obligors is and shall remain in compliance in alf
material respects with all applicable federal, provincial, state, local and foreign
statutes, orders, regulations, rules and ordinances (including, without limitation,

-19-




(e)

4]

(@

(h)
®

®

(k)

statutes, orders, regulations, rules and ordinances relating to taxes, employer and
employee contributions and similar jtems, securities, employee retirement and
welfare benefits, employee health and safety or environmental matters), the
faiture to comply with which could have a Material Adverse Effect;

each of the Obligors possesses, and shall continue to possess, adequate licenses,
patents, patent applications, copyrights, service marks, trademarks, trademark -
applications, tradestyles and tradenames to continue to conduct its business as
heretofore conducted by it, details of all of which are described on Schedule
8.1(e);

each of the Obligors” current and prior names, tradenames and division names are
described on Schedule 8.1(f); the Borrower shall notify the Lender in writing at
least thirty (30) days prior to the change of any Obligors’ name or the use of any
tradenames or division names not previously disclosed to the Lender in writing;

Schedule 8.1(g) is a correct and complete fist of all Affiliates and divisions of the
Obligors setting out the relationships to the Borrower and the other Obligors,
Except as disclosed on Schedule 8.1(g), neither any Obligor nor such Affiliates
and divisions are engaged in any joint venture or partnership with any other
Person, and Schedule 8.1(g) provides a correct description of all such
partnerships and joint ventures;

each of the Guarantors is a wholly-owned subsidiary of the Borrower; -

except as. described in Schedule 8.1(i), to the best of the Obligors’ knowledge
after due inquiry, there are no actions, suits, counterclaims or proceedings which
are pending or threatened against any Obligor which are likely to be adversely
determined and if adversely determined would have a Material Adverse Effect,
and the Borrower shall, promptly, upon becoming aware of any such pending or
threatened action or proceeding, give written notice thereof to the Lender;

to the best of the Obligors’ knowledge afier due inquiry none of the Obligors is in
default under any material contract, lease or commitment to which it is a party or
by which it is bound, nor does any Obligor know of any dispute regarding any
contract, lease or commitment which is material to its contimued financial success
and well-being. Without limiting the generality of the foregoing, none of the
Obligors is in arrears in respect of any material lease, rental or other payment due
under any real (or immovable) property lease or to any warchousemen, bailee or
similar Person;

the provisions of the Security Agreement create legal and valid Liens on all of the
Collateral in favour of the Lender and, if as and when all proper filings,
recordings, and other actions necessary to perfect such Liens have been made or
taken by eor on behalf of the Lender, such Liens will constitute perfected, duly
registered, and continuing Liens on all the Collateral having priority over all other
Liens on the Collateral (except Permitted Liens) and all claims of other creditors,
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securing all of the Liabilities and enforceable against the Obligors and all third
parties in accordance with their terms;

no security agreement, financing statement or analogous instrument exists as at
the Closing Date with respect to any of the Collateral other than any security
agreement, financing statement or analogous instrument evidencing Permitted
Liens;

cach of the Obligors is the lawful owner of all Collateral now purportedly owned
or hereafter purportedly acquired by it, free from all Liens, whether voluntarily or
involuntarily created and whether or not petfected, other than Permitted Liens;

the financial statements delivered or to be delivered to the Lender at or prior to
the date of this Agreernent accurately reflect the consolidated financial condition
of the Obligors and since the date such financial statements were most recently
delivered to the Lender prior to the date of this Agreement, no event or condition
has occurred which would have, a Material Adverse Effect;

no Obligor is obligated, whether directly or indirectly, for any loans or other
indebtedness or liability (contingent or otherwise) in excess of twenty-five
thousand ($25,000) dollars other than:

6] the Liabilities;
(ii) the indebtedness discloéed to the Lender on Schedule 8.1(0);

(iii)  unsecured indebtedness to trade creditors arising in the ordinary course of
the Borrower’s business; :

{iv)  unsecured indebtedness arising from the endorsement of drafts and other
instruments for collection, in the ordinary course of the Borrower’s
business; and :

o other indebtedness permitted under Section 10.1(m);

No Obligor is in arrears in payment of any material amount to any govemmental
body or agency including, without limitation, amounts owing or to be remitted
with respect to employee withholdings for income tax, unemployment insurance
coniributions, Canada Pension Plan, goods and services tax or provincial sales
taxes.

each Obligor is solvent, is able to pay its debts as they become due and has
capital sufficient to carry on its business; each Obligor now owns property having
a value both at fair valuation and at present fair saleable value greater than the
amount required to pay its debts, and will not be rendered insolvent by the
execution and delivery of this Agreement or any of the Other Agreements to
which it is a party or by completion of the transactions contemplated hereunder or
thereunder including, without limitation, the making and incurring of the Loan;
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no Obligor owns any margin securities; and none of the proceeds of the Loan
hereunder shall be used for the purpose of purchasing or carrying any margin
securities or for the purpose of reducing or retiring any indebtedness which was
originally incurred to purchase any margin securities; -

as of the Closing Date, Nitasi Landdrill (Quebec) Limited Partnership and Nitasi
Landdrill Limited Partnership do not own, beneficially or otherwise, any material
assets or interests, including (without limitation) Equipment, Inventory or real

property;

the offices where each Obligor keeps its respective books, records and accounts
{or copies thereof) concerning the Collateral, each Obligor’s principal place of
business and all of the Obligors’ other places of business, locations of Collateral
and post office boxes are as set forth in Schedule [.1(2). The Borrower shall
promptly (but in no event less than ten (10) days prior thereto) advise the Lender
in writing of the proposed opening of any new place of business 6f any Obligor,
the closing of any existing place of business of any Obligor, any change in the
location of any Obligors® books, records and accounts (or copies thereof) or the
opening or closing of any post office box of any Obligor;

the Collateral is and shall be kept, or, in the case of vehicles, based, only in the
provincial and foreign jurisdictions set forth on Schedule 1.1(2); Schedule 1.1(2)
hereto contains a correct and complete list of all real or immovable property
owned by the Obligors, all leases and subleases of real or immovable property by
the Obligors, as lessee or sublessee, and all leases and subleases of real or
immovable property by the Obligors as lessor or sublessor; and each of such
leases or subleases is valid and enforceable in accordance with its terms and is in
full force and effect, and no default by any Obligor, or to the knowledge of the
Obligors, by any other party to such leases or sublcases exists;

if any of the Collateral consists of goods of a type normally used in more than one
jurisdiction, whether or not actually so used, the Borrower shall immediately give
written notice to the Lender of any use of any such goods in any jurisdiction other
than a jurisdiction in which the Borrower has previously advised the Lender such
goods shall be used, and such goods shall not, unless the Lender shall otherwise
consent in writing, be used outside of such jurisdiction so advised;

each Obligor has, to the best of ifs knowledge, complied in all material respects
with all Environmental Laws applicable to the construction and operation of its
Properties and businesses; to the knowledge of the Obligors, no Obligor has any
mnaterial contingent liability with respect to non-compliance with Environmental
Laws or the generation, handling, use, storage, or disposal of hazardous or toxic
wastes or substances; no Obligor has received any Action Request, Violation
Notice, summons, complaint, order or other notice that it is not in compliance
with, or that any governmental or regulatory authority is investigating its
compliance with, Environmental Laws; and without limniting the generality of the
foregoing:
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no Obligor has knowledge or reason to believe that operations or any
Froperty of or occupied: by any Obligor or in any Obligor’s charge,
management or control are not in compliance in all material respects with
all applicable Environmental Laws and each of its Properties is free:

A. from contamination by, and there has not been thereon a release,
discharge or emission of, any hazardous substance, gas or liquid or
any other substance, gas or liquid which is prohibited, controfled or
regulated under any Environmental Law; and

B. of underground storage tanks, land tills, land disposals and dumps;

no Obligor, nor to the knowledge of the Obligors, any predecessor of any
Obligor, has filed any notice, or received notice, under any federal,
provincial, state or local law, including any Environmental Law, indicating
past or present treatment, storage or disposal” of a Material of
Environmental Concern or reporting a spill or release of a Material of
Environmental Concermn into the environment;

no Obligor has any contingent liability of which the Borrower has
knowledge or reasonably should have knowledge in connection with any
release of any Material of Environmental Concern;

no Obligor generates, transports, treats or disposes of any Material of
Environmental Concern in any manner which is not in compliance in ali
material respects with all applicable Environmental Laws; and

to the best of the knowledge of the Obligors, no Person has disposed of
any Material of Environmental Concern by placing it i or on the ground of
any Obligor’s real properties or premises leased by any Obligor;

(w)  with respect to sach Obligor’s Equipment:

(i)

(i)

such Obligor has good and indefeasible and merchantable title to and
ownership of all Equipment free and clear of all Liens except for Permitted
Liens; such Obligor shall keep and maintain its Equipment in good
operating condition and repair;

such Obligor has not permitted and the Borrower shall not permit any
Equipment to become a fixture to real or immovable property or an
accession to other personal or immovabhle property, except to the extent that
any such item has become a fixture to real or immovable property or an
accession to other personal or movable property by operation of law
without first assuring that the Lender’s Liens on any such item is prior to
any interest or Lien then held or thereafter acquired by any mortgagee or
hypothecary creditor of such real or immovable property (other than the
Lender) or the owner or purchaser of any interest in such real or inumovable
property or the owner or purchaser of any such accession;
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except as provided on’ Schedule $.1(x), there is no collective bargaining
agreement or other Iabour contract covering employees of any Obligor;

(i) there is no pending or, to the best of the Borrower’s knowledge, threatened
strike, work stoppage, material unfair labour practice claims, or other
material labour dispute against or affecting any Obligor or its employees;

{if) there are no controversies pending or threatened between each Obligor and
any of its employees, other than employee grievances arising in the
ordinary course of business which are not, in the aggregate, material to the
continued financial success and well-being of such Obligor; and

(i)  each Obligor is in compliance in all material respects with all federal,
provincial, state and local laws respecting employment and employment
terms, conditions and practices, except where the failure to so comply
would not have a Material Adverse Effect; ‘ ' :

no Obligor is now or in the past has been bound by or party to any Plans and no
Obligor has ceased to participate (in whole or in part) as a participating employer
in any Plan which is a registered pension plan or withdrawn from any Plan ina
complete or partial withdrawal, nor has a condition occurred which if continued
would result in a complete or partial withdrawal,

all vacation pay, bonuses, salaries and wages, to the extent accruing due, are
properly reflected in the applicable Obligor’s books and records;

each Obligor has filed all tax returns and other reports which it was required by
law to file on or prior to the date hereof, and has paid all taxes, assessments, fees,
and other governmental charges, and penalties and interest, if any, against it or its
Property, income or franchise, that are due and payable. Each income tax return
was accurate in all material respects;

since March 1, 2012 no event has occurred which has had or could reasonably be
expected to have a Material Adverse Effect;

no Default has ocourred and is continuing;

all written information now, heretofore or hereafter furnished by any Obligor to
the Lendert is and shall be true, correct and complete in all material respects as of
the date with respect to which such information was or is furnished (except for
financial projections, which have been prepared in good faith based upon
reasonable assumptions);

none of the foregoing representations and warranties and no document furnished
by or on behalf of any Obligor to the Lender in connection with the negotiation of
the transactions contemplated by this Agreement contain any untrue statement of
a material fact or omit to state any material fact necessary to make any such
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statement or representation not misleading to a prospective lender seeking full
information as to the Obligors and each of their properties, businesses and affairs;

(ff)  the Borrower is a reporting issuer in good standing in Alberta, British Columbia
and New Brunswick and is in compliance with its continuous disclosure
obligations under Canadian securities laws;

(gg) Computershare Trust Company of Canada, at its principal offices in the City of
Vancouver, British Columbia, has been duly appointed as registrar and transfer
agent for the securities of the Borrower; and

(kh)  the TSX Venture Exchange has conditionally approved the listing of the common
shares to be issued on exercise of the Warrants subject only to the filing of
documents in accordance with the requirements of the TSX Venture Exchange.

8.2 Survival of Representations and Warranties.

Each Obligor represents, warrants and covenants that all representations, warranties and
covenants of the Obligor contained in this Agreement (whether appearing in ARTICLE 8 and
ARTICLE 10 hereof or elsewhere) shall be trug, correct and complefe at the time of the
Borrower’s execution of this Agreement, shall survive the execution, delivery and acceptance
hereof by the parties hereto and the closing of the transactions described herein or related hereto,
shall, except for representations and warranties that relate solely to an earlier date, remain true,
correct and complete until the repayment in full of all of the Liabilities and termination of this

Agreement,

ARTICLE 9- SCHEDULES AND REPORTS
9.1  Financial Information,
The Borrower shall deliver to the Lender the following financial information:

{a) no later than forty-five (45) days after the end of each calendar month, copies of
internally prepared consolidated financial statements of the Borrower, on a
monthly basis, including, which includes, without limitation, consolidated
balance sheets and consolidated statements of camings and retained earnings of
the Borrower, all prepared in accordance with IF RS;

(b)  no later than one-hundred and twenty (120) days after the end of each fiscal year
of the Borrower ending after December 31, 2010, copies of audited annual
consolidated financial statements of the Borrower; and

(©) no later than thirty (30) days following the commencement of each fiscal year of
the Borrower, a copy of the consolidated budget approved by the Board of
Directors of the Borrower showing all significant expenditures of the Borrower,
including without limitation, a projected income statement and balance sheet all
on a consolidated basis and in sufficient detail and form satisfactory to the
Lender.
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9.2 Compliance Certificate.

With each financial statement delivered pursuant to Section 9.1, the Borrower shall deliver to the
Lender a certificate substantially in the form of Schedule 9.2 hereto, of the President and the
Chief Financial Officer of the Borrower setting forth in reasonable detail the calculations
required to establish that the Borrower was in compliance with the covenants set forth in Section
10.1 during the period covered in such financial statements and as at the end thereof and stating
that, except as explained in reasonable detail in such certificate:

(a) all of the representations and warranties of the Obligors contained in this
Agreement and of the Obligors in the Other Agreements are true, correct and
complete as of the date of such certificate as if made af such time;

(b)  at the date of such certificate, each Obligor is in compliance with all of its
covenants and agreements in this Agreement and the Other Agreements; and

(¢} no Default then exists or existed during the period covered by such financial
statements,

If such certificate discloses that a representation or warranty is not correct or complete, or that a
covenant has not been complied with, or that a Default existed or exists, such certificate shall set
forth what action the Borrower has taken or proposes to take with respect thereto, Ifan auditor,
regulator or third party consultant has issued a management letter or other communication, the
Borrower shall concurrently provide a copy to the Lender.,

9.3 Other Matters.

At such times as may be requested by the Lender from time to time hereafier, each Obligor shall
deliver to the Lender (i) such additional schedules, certificates, reports and information with
respect to the Collateral as the Lender may from time to time reasonably require, including, but
not limited to, non-consolidated financial statements of an Obligor, and (i) a collateral
assignment of any or all items of Collateral to the Lender or as the Lender shall direct. Al
schedules, certificates, reports and assignments and other items delivered by the Obligors to the
Lender hereunder shall be exccuted by an authorized representative of the Obligors, and shall be -
in such form and contain such information as the Lender shall in its sole discretion request. The
Lender, through its officers, employees or agents, shall have the right, at any time and from time
to time in the Lender’s name, in the name of a nominee of the Lender or in any Obligors” name,
to verify the validity, amount or any other matter relating to any of the Obligors’ Accounts, by
mail, telephone, telegraph or otherwise, The Obligors shall reimburse the Lender, on demand,
for all reasonable receipted costs, fees and expenses incurred by the Lender in this regard.

ARTICLE 10 - COVENANTS
10.1 Covenants,

Until payment or satisfaction in full of all Liabilities and termination of this Agreement, unless
the Obligors obtain the prior written consent of the Lender waiving or modifying any covenants
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hereunder in any specific instance, the Obligors jointly and severally covenant and agree as

follows:

(a)

(b)

{c)

(d)

(e)
®

each Obligor shall at all times keep accurate and complete books, records and
accounts with respect to all of its business activities, in accordance with sound
accounting practices and, where applicable, IFRS consistently applied, and shall
keep such books, records and accounts, and any copies thereof, only at the
addresses indicated for such purpose on Schedule L1(2);

the Borrower shall advise the Lender in writing of any Material Adverse Effect or _
the occurrence of any Default within one day of its becoming aware of such
Material Adverse Effect or Default;

concwrently with the delivery of each financial statement delivered pursuant to .
Section 9.1, the Borrower shall deliver to the Lender a duly completed
conipliance certificate referenced in Section 9.2;

the Borrower shall pay and discharge on a timely basis as the same shall become
due and payable all of its obligations and liabilitics ;

[intentionaily deleted.]

the Lender or any Persons designated by the Lender, shall have the right, on prior
notice at any reasonable time {and at any time without the need for prior notice
when the Lender has reasonable grounds for believing that a Default exists),
including, without limitation, to call at any of the Obligor’s places of business or
at any warehouse, storage facility or other location where property of any Obligor
may be located at any reasonabie times, and, without hindrance or delay, to
inspect the Collateral and to inspect, audit, check and make extracts from the
Obligors’ books, records, Journals, orders, receipts and any correspondence and
other data relating to the Obligors’ business, the Collateral or any transactions
between the parties herefo, and shall have the right to make such verification
concerning the Obligors’ business as the Lender may consider reasonsble under
the circumstances, The Borrower shall furnish to the Lender such information
relevant to the Lender’s rights under this Agreement (including without limitation
information on sales, receivables, collections, accounts payable and inventory
aging) as the Lender shall at any time and from time to time, in its sole discretion,
request. The Lender is authorized to discuss the affairs, finances and business of
the Obligors with any officers or directors of the Obligors or any Affiliate of the
Obligors, or with those employees of the Obligor with whom the Lender has
determined in jts commercially reasonable judgment to be necessary or desirable
to converse, and to discuss the financial condition of the Obligor with the
independent chartered accountants of each Obligor. Any such discussions shall
be without liability to the Lender or to such accountants. The Borrower shall pay
to or reimburse the Lender for all reasonable fees, costs, and out-of-pocket
expenses incurred by the Lender in the exercise of their rights hereunder and all
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of such costs, fees and .expcnses shall be payable on demand and, until paid, shall
bear interest at the Deemed Interest Rate;

each Obligor shall keep the Collateral properly housed and insured against such
risks and in such amounts as are customarily insured against by Persons engaged
in businesses similar to that of the Borrower with such companies, in such
amounts and under policies in such form as shall be reasonably satisfactory to the
Lender. Originals or certified copies of such policies of insurance have been
delivered to the Lender together with evidence of payment of all premiums
therefor, and contain, inter alig, an endorsement, in form and substance
acceptable to the Lender, showing loss under such insurance policies payable to
the Lender as ifs interest may appear. Such endorsement, the other terms of the
said policies, or an independent instrument furnished to the Lender, shall provide
that the insurance company shall give the Lender at Jeast thirty (30) days’ prior
written notice before any such policy of insurance is aliered or cancelled and
includes a standard mortgage clause providing, inter alia, that no act, whether
wilful or negligent, or default of the Borrower or any other Person shall affect the
right of the Lender to recover under such policy of insurance in case of loss or
damage. All insurers are directed and shall be directed under such policies of
insurance to pay all proceeds payable thereunder directly to the Lender to apply
to the Liabilities as the Lender elects in its sole discretion. So long as no Event of
Default has occurred, the Lender shall pay any such proceeds received to the
Borrower on the Borrower’s request only if such proceeds are used by the
Borrower to repair or replace lost or damaged property of an Obligor as approved
by the Lender. The Lender (and all officers, employees or agents designated by
the Lender) is irrevocably made, constituted and appointed as the Borrower’s true
and lawful attorney (and agent) for the purpose of making, settling and adjusting
claims under such policies of insurance, endorsing the names of any Obligor on
any cheque, drafl, instrument or other item of payment for the proceeds of such
policies of insurance and making all determinations and decisions with respect to
such policies of insurance; provided however that the Lender shall exercise such
rights only upon and following and during the occurrence of an Event of Default;

each Obligor shall maintain, at its expense, such public liability and third party
property damage insurance as is customary for Persons engaged in businesses
similar to that of such Obligor with such companies and in such amounts, with
such deductibles and under policies in such form as shall be satisfactory to the
Lender and originals or certified copies of such policies have been delivered to
the Lender together with evidence of payment of all premiums therefor; each such
policy shall contain an endorsement showing the Lender as additional insured
thereunder and providing that the insurance company shall give the Lender at
least thirty (30) days’ written notice before any such policy shall be altered or
cancelled, .

if any Obligor at any time or times hereafter fails to obtain or maintain any of the
policies of insurance required above or to pay any premium in whole or in part
relating thereto, then the Lender, without waiving or releasing any obligation or
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default by the Borrower hereunder, may (but shall be under no obligation to)
obtain and maintain such policies of insurance and pay such premiums and take
such other actions with respect thereto as the Lender, in ifs sole discretion, deems
advisable. All sums disbursed by the Lender in connection with any such actions,
including, without limitation, court costs, expenses, other charges relating thereto
and reasonable legal fees and disbursements {on a solicitor-client basis), shall
constitute Liabilities hereunder and, until paid, shall bear interest at the Deemed
Interest Rate;

1o Obligor shall use the Collateral, or any part thereof, in any unlawful business
or for any unlawful purpose or use or maintain any of the Collateral in any
manner that does or could result in material damage to the environment or a
violation of any applicable Environmental Laws; the Obligors shall keep the
Collateral in good condition, repair and order, ordinary wear and tear excepted;
no Obligor shall permit the Col lateral, or any part thereof, to be levied upon under
execution, attachment, distraint or other legal process; no Obligor shall sell, lease,
grant a security interest in or otherwise dispose of any of the Collateral except ag
expressly permitted by this Agreement; no Obligor shall secrete or abandon any
of the Collateral, or remove or permit removal of any of the Collateral from any
of the locations listed on Schedule 1.1(2), except for the removal of the Obligors®
Inventory sold in the ordinary course of the Obligors’ business as permitted
herein, the removal of motor vehicles in the ordinary course of business, and the
removal of the Obligors’ Equipment if the purpose of such removal or sales
permitted hercunder is the repair or replacement of any such Equipment which
requires repair; '

each Obligor shall, at the request of the Lender, acting reasenably, indicate on its
records concerning the Collateral a notation, in form satisfactory to the Lender, of
the Security Interest granted to the Lender by the Security Agreements, and no
Obligor shall maintain duplicates or copies of such records at any address other
than the Borrower’s principal places of business set forth on Schedule 1.1(2);
provided, however, that the Obligors, in the ordinary conrse of their businesses,
may furnish copies of such records to accountants, legal counsel and other agents
or advisors as they may reasonably determine to be necessary or desirable;

cach Obligor shall file all required tax returns and pay all of its taxes when due,
including, without limitation, taxes imposed by federal, provincial, state or
municipal agencies; provided that an Obligor shall have the right to contest the
payment of such taxes in good faith by appropriate proceedings so long as:

) the amount so contested is shown on such Obligor’s (and the Borrower’s
consolidated) financial statements;

(if)  the contesting of any such payment does not give rise to a Lien for taxes
or, if such contesting does give rise to a Lien for taxes, a reserve or other
appropriate provision, if any, as shall be required by IFRS shall have been
made therefor on such Obligor's (and the Borrower’s consolidated)
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financial statements and g stay of enforcement of such Lien is in effect;
and '

(i}  upon the occurrence of an Event of Default, the Borrower keeps on
deposit with the Lender (such deposit to be held without interest) an
amount of money which, in the sole judgment of the Lender, is sufficient
fo pay such taxes and any interest or penalties that may accrue thereon,

If such Obligor fails to prosecute such contest with reasonable diligence, the
Lender may apply the money so deposited in payment of such taxes. If such
Obligor fails to pay any such taxes, in the absence of any such contest by such
Obligor, the Lender, in its sole discretion, may (but shall be under no obligation
to) advance and pay any sums required to pay any such taxes and/or to secure the
release of any Lien therefor, and any swms so advanced by the Lender shall
constitute Liabilities hereunder, shall be payable by the Borrower to the Lender
on demand, and, until paid, shall bear interest at the Deemed Interest Rate;

no Obligor shall without the prior written consent of the Lender:

{i) incur, create, assume or suffer to exist any Cwrent Debt or other
indebtedness other than:

A. indebtedness arising under this Agreement;

B. unsecured indebtedness owing in the ordinary course of business
to trade suppliers;

C. any other indebtedness described in Schedule 8.1(0) hereof,
subject to all other applicable limitations set out in this
Agreement;

D. any indebtedness permitted under subsection (v) of the definition
of “Permitted Liens”, subject to all other applicable limitations set
out in this Agreement and without duplicating Section

10.{m)(i)(C);
E. indebtedness owed to another Obligor; and

F. indebtedness not ranking in priority to the Lender’s security and
not falling into subsections 10.1(m)(A) through (E) above, the
aggregate outstanding principal amount of which, calculated on a
combined basis for all of the Obligors, does not exceed five
hundred thousand ($500,000) dollars; :

(i)  except where the Lender has given its prior written approval, assume,

guaraniee or endorse, or otherwise become liable in connection with, the
obligations of any Person other than another Obligor, except by
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endorsement of instruments for deposit or collection or similar
transactions in the ordinary course of busipess;

(1) except for transactions involving only other Obligors, no Obligor shall, in one
or a series of transactions, (A) carry on business with or through any other
Person, (B) enter into any partuership, joint-venture, co-venture or other
combination, (C) enter into any merger, amalgamation, reorganization or
consolidation (provided that in no case shall the Borrower or Landdrill
International Ltd. effect any transaction that would result in it not being organized
under the laws of Canada or a Province thereof); or (D) sell, lease or otherwise
dispose of all or any part of its Property, except sales of Equipment as permitted
hereunder or sales of Inventory in the ordinary course of business or as ofhierwise
expressly permitted hereby, or (E) wind-up, liquidate, dissolve or cease to carry
on business or agree to do any of the foregoing; (ii) no Obligor shall create any
new subsidiary; (iii) except for transactions involving only other Obligors, no
Obligor shall enter into any transaction outside the otdinary course of its business
and (iv) no Obligor sha]l engage, directly or indirectly, in any line of business
other than the businesses in which it is engaged on the Closing Date;

the Borrower shall not and shall not permit any Obligor to, without the prior
written consent of the Lender, make any distribution of funds or property to any
Person other than another Obligor, including without limitation, the declaration or
payment of any dividend or other distribution (whether in cash or in kind) on,
purchase, redeem or retirement of any shares of any class of its stock or make any
payment on account of, or set apart Property for the repurchase, redemption,
defeasance or retirement of, any class of its stock, or pay any amount to any of its
officers, directors or employees by way of fees, directors fees, dividends or
otherwise (except for employment remunerafion in the normal course of business
and subject to the provisions hereof) (any of which, a “Distribution”),

no Obligor shall, without the prior written consent of the Lender, make any
payment on account of the Convertible Debentures, except for scheduled
payments of interest provided that, after giving effect to such payment, no Default
or Event of Default shall have occurred;

no Obligor shall make any loans to, or investments in any Person other than
another Obligor, whether in cash, securities or other property of any kind, other
than (i) investments that are direct obligations of the governments of Canada or
the U.S. or any instrumentality thereof and, pledged and delivered to the Lender
pursuant to documentation satisfactory to the Lender in its sole discretion, and (ii)
loans to, or investments in Affiliates, provided the same are on an arm’s length
basis and approved by the Lender, subject in each case to the limitation that no
such loan or investment shail be made if a Default has occurred or is continuing
or would result therefrom;

no Obligor shall amend its organizational documents or change its fiscal year,
without the prior written consent of the Lender;
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the Borrower shall hold quarterly meetings between the management of the
Borrower and the Lender at the times and places reasonably requested by the
Lender in order to review the Borrower’s operations, financial results, non arms

length (within the meaning of the Income Tax Aet (Canada)) transactions and

strategic results;

the Borrower shall maintain and keep in full force and effect each of the financial
covenants set forth below. The calculation and determination of each such
financial covenant, and all accounting terms confained therein, shall be calculated
and construed in accordance with [FRS:

® Minimum Cumulative Consolidated EBITDA — The Borrower shall, at al]
times, maintain a minimum Cumulative Conslidated EBITDA of not less
than: '

A, $2,000,000 for each three-month period ending March 31 during
which the Liabilities remain outstanding;

B. $5,000,000 for each six-month period ending June 30 during which
the Liabilities remain outstanding:

C. $8,500,000 for each nine-month period ending September 30
during which the Liabilities remain outstanding; and

D, $10,000,000 for cach twelve-month period ending December 31
during which the Liabilities remain outstanding.

i Minimum Net Working Capital — The Borrower shall maintain a2 minimum
Net Working Capital of five million ($5,000,000) dollars.

(i)  Capital Expenditures - Except with the prior written consent of the
Lender, the Obligors shall not make Capital Expenditures which exceed:

A. two million six hundred thousand (52,600,000} dollars for the fiscal
year of the Obligors ended December 31, 2012; and ,

B. seven hundred and fifty thousand ($750,000) dollars for the fiscal
year of the Obligors ended December 31, 2013 and for each
subsequent fiscal year of the Obligors thereafter until repayment of
the Liabilities has been made in full.

each Obligor shall maintain its corporate existence and its qualifications and good
standing in all jurisdictions necessary to conduct its business and own ifs
Property, shall obtain and maintain all licenses, permits, franchises and
governmental authorizations necessary to conduct its businesses and own its
Properties, and shall properly maintain all of its books, records and accounts in
accordance with sound accounting practices and, where applicable, IFRS;
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(2)

each Obligor shall comply in all material respects with the terms and provisions
of each judgment, law, statute, rule, and governmental regulation applicable to it,
and each material contract, mortgage, lien, lease, indenture, order, instrument,

- agreement or document to which it is a party or by which it is bound;

each Obligor shall in all material respects conduct its business in full compliance
with all Environmental Laws applicable to it, including, without limitation, those
relating to the generation, handling, use, storage, and disposal of Materials of
Environmental Concern; each Obligor shall take prompt and appropriate action to
respond to any non-compliance or afleged ron-compliance with Environmental
Laws and each Obligor shall promptly and regularly report to the Lender on such
non-compliance or alleged non-compliance and its response;

cach of the Obligors® Plans shall, at all times, be duly registered, established,
qualified, administered and invested in all material respects in compliance with
all applicable laws (including regulations, orders and directives and
administrative requirements of the applicable pension regulators), and the terms
of the Plans and any agreements relating thereto. Without limiting the foregoing,
each Obligor shall ensure that: ‘

(i) each Obligor’s Plans (including any Plan to be established and
administered by an Obligor) is fully funded, on an ongoing basis, in
accordance with the terms of such Plan, all applicable laws (including
regulations, orders, directives and administrative requirements of the
applicable pension regulators) and commonly accepted actuarial principles
and there are no solvency deficiencies fespecting any of such Plans. Each
Obligor shall make such contributions to its Plans and in such manner as
required by the terms of the Plans, actuarial valuations and all applicable
laws (including regulations, orders, directives and administrative
requirements of the applicable pension regulators) to maintain the fully
funded status of its Plans on an ongoing and winding-up basis;

(i)  all amounts required to be paid by it are paid when due; and

{ili)  no liability upon it or Lien on any of its Property arises or exists in respect
of any Plan;

no Obligor shall enter into any transaction which materially and adversely affects
the Collateral or any Obligor’s ability to repay the Liabilities, or the Borrower’s
ability to perform its obligations under this A greement and the Other Agreements,
or otherwise causes, permits or suffers to ocour or continue any material adverse
change in the Borrower’s condition (financial or otherwise), its ability to perform
its obligations hereunder or in the Collateral;

no Obligor shall (A) create, incur or assume any Lien on any Property now
owned or hereafter acquired by it, except Permitted Liens or (B) permit to exist
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any Lien on any Property now owned or hereafter acquired by it, except
Permitted Liens;

the Obligors shall execute and deliver, or cause o be executed and delivered, to
the Lender such documents and agreements, and such additional instraments of
security, and shall take or cause to be taken, or do or cause to be done, such
actions and things, as the Lender may, from time to time, request to carry out the
terms and conditions of this Agreement and the Other Agreements, and in order
to better register, perfect and protect the priority over all other Liens of the
security interests and hypothecs granted by the Obligors to the Lender;

each Obligor shall deliver to the Lender:

(i) subject to Section 10.1(bb)(ii), no later than seven (7) days after the
- receipt of a notice of non-compliance, violation or contravention from any
governmental or regulatory authority with respect to the activities carried -
on by such Obligor or as to any other matter whatsoever, a copy of the

notice and a written action plan to remedy same; and

(i)  immediately after becoming aware thereof, notice to the Lender of any
violation or alleged violation by any Obligor of Environmental Laws; or,
immediately upon its receipt thereof, any Action Request, Violation
Notice or any other notice that such Obligor receives from a governmental
or regulatory authority asserting that such Obligor is or may not be in
compliance with Environmental Laws or that its compliance is being
investigated; or, immediately upon becoming aware of same, any violation
of any Environmental Law that such Obligor reports in writing or is
required to report under any Environmental Law in writing (or for which
any written report supplemental to any oral report is made) to any federal,
provincial, state or local environmental agency or other governmental or
regulatory authority.

" no Obligor shall enter into, or agree to enter into, or permit any of its Subsidiaries

to enter into or agree to enter into any transaction or series of transactions to
acquite any capital stock {or other equity instruments or rights) from any Person;

no Obligor shall, without the prior written consent of the Lender:
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) make a material change to its business;

(if)  enter into (including an amendment, as applicable) any contract,
arrangement, loan or other advance, guarantes, investment, acquisition or
merger with any Person that is not at arm’s length (within the meaning of
the Income Tax Act (Canada)) to such Obligor;

(ii))  sell or otherwise dispose of any plans, patents, Irademarks, processes,
trade secrets, licenses, distribution rights, or other industrial or intellectual
property of the Obligor, other than on the ordinary course of business;

(iv)  create, implement, or modify any stock option plan or any other
compensation plan of the Obligors; or

{v) with the Lender acting reasonably, change its auditors.

ARTICLE 11 - CONDITIONS PRECEDENT

Conditions Precedent to Drawdown.

The obligations of the Lender to fund the Loan is subject to the satisfaction or waiver on or
before the Closing Date of the following conditions precedent:

(@)

(b)

(©)

(@

The Lender shall have received, on or before the Closing Date, approval of the
Lender’s requisite investment authorities. '

The Borrower shali provide the Lender with 4,600,000 warrants in the Borrower
(the “Warrants” and each a “Warrant™), each such Warrant entitling the Lender
to purchase one (1) common share in the capitai of the Borrower for an exercise
price of $0.24 (the “Exercise Price”), The Exercise Price shall be adjusted for
any share splits, consolidations or stock dividends. The Warrants shall be
exercisable by the Lender, in whole or in part, three (3) years from the Closing
Date,

The Lender shall have received an executed copy of a payout letter from CIBC. in
form and substance satisfactory to the Lender evidencing that all outstanding
indebtedness has been or concurrently with the Closing Date will be terminated,
all obligations thereunder are being paid in full and all liens securing obligations
thereunder have been or concuwirently with the Closing Date have been
subordinated to the Lender’s Security Interest;

The Lender shall have received on or before the Closing Date (in sufficient
number as the Lender shall require), and shall continue to hold, in form and
substance satisfactory to it in its absolute discretion, the following, duly executed
by each party thereto:

@ this Agreement;
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(e)

(i1)

(ii)

(iv)

)

(vi)

(viD)

(viii)

a certificate of a senior officer of the Borrower stating that (A) since
March 1, 2012, no event has occurred which has had or could reasonably
be expected to have a Material Adverse Effect; (B) all representations and
warranties made by the Borrower and the other Obligors in this
Agteement and the Other Agreements are true, correct and complete as if
made on the Closing Date; (C) all covenants and other obligations of the
Borrower in this Agreement and the Other Agreements required to be
complied with by the Closing Date have been complied with in full,
including, without limitation, compliance with financial covenants; and
(D) no Default has occurred and is continuing, in each case after giving
effect to the advance of the Loan;

the Security Agreement in a form acceptable to the Lender, creating a
security interest in all present and after-acquired property of each of the
Obligors (except for Landdrilli Mexico and with respect to the Mexican
assets (and the shares pledged to Sprott Resource Lending Parinership
(“Sprott™))} in favour of the Lender

guarantees from each of the Guarantors in favour of the Lender
guaranteeing the prompt and complete payment and performance of ali
indebtedness, liabilities and obligations of the Borrower to the Eender
arising in connection with or pursuant to this Agreemert (the
“Guarantees™),

other such additional security agreements and assurances that the Lender
may from time to time require in order to better secure the security
interests created under this Agreement and the Guarantees;

priorities égreement entered into among Landdrll Intermational Ltd.,
Canadian Imperial Bank of Commerce, GE Canada Equipment Financing
G.P. and the Lender dated March 21, 2012;

priorities agreement entered into among Sprott, the Borrower, Landdrill
International Ltd., Landdrill International Inc., a Barbados corporation,
and Landdrill Mexico dated March 21, 2012;

the Lender’s customary agreements and all documents, instruments,
financial statements, consents, evidences of corporate authority,
certificates, insurance certificates, opinions of legal counsel and such other
writings and agreements to confirm and effectuate the lending transactions
and the matters referred to herein as may be required by the Lender and
their counsel, all duly executed and/or delivered by the Obligors or such
other Person as may be required in the circumstances.

Completion by the Lender of its review of, and satisfaction on its part, in its sole
discretion, with the Audifed Financial Statements of the Borrower for the fiscal
year ended December 31, 2010.
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Since March 1, 2012, no event shall have occurred which has had or could
reasonably be expected to have a Material Adverse Effect as determined by the
Lender in its sole discretion. No material adverse change in the Lender’s
understanding of the facts and information presented to it by the Borrower or
others on the Borrower’s behalf has occurred and no material litigation or claims
(in the sole judgment of the Lender) with respect to any aspect of the Obligors’
business or Property shall have occurred, or shall be pending or threatened, that
could or would affect the ability of the Obligors to petform their respective
obligations under this Agreement and the Other Agreements contemplated
hereby.

The Lender shall have received payment in full of all reasonable fees and
expenses payable to it by the Borrower on or before the Closing Date and the
Borrower shall have paid all reasonable fees and expenses of counsel to the
Lender, and all reasonable fees and expenses of local counsel. - :

All necessary legislative, regulatory, governmental, and other third party
approvals, notices, consents and permits including those necessary to grant and
perform this Agreement and the Other Agreements and carry on the Borrower’s
business shall have been given and obtained by the Borrower, such approvals,
notices, consents and permits not to contain any terms or conditions which the
Lender, in its sole discretion, consider to be materially adverse to the Borrower,
and evidence thereof shall have been furnished to the Lender.

All registrations and filings in respect of this Agreement and the Other
Agreements shall have been made in all Jurisdictions as the Lender and their
counsel shall reasonably determine to be necessary or appropriate (at the expense
of the Borrower), it being understood and agreed that the Lender shall be entitled
to make (at the expense of the Borrower) all such further registrations and filings
in respect of.this Agreement and the Other Agreements, after the Closing Date,
and until all Liabilities have been paid and performed in full, as the Lender shall
reasonably consider necessary or appropriate in its discretion,

No order, judgment or decree of any court, arbitrator or governmental authority
shall purport by its terms to enjoin or restrain the Lender from providing the
Loan, and no law, rule, regulation, request or directive (whether or not having the
force of law) shall prohibit or request that the Lender refrain from providing the
Loan.

The Lender shall have reviewed and shall be satisfied, m all material respects,
with the insurance policies maintained by the Obligors, and all terms thercof
(including risks and amounts of coverage) and the insurers, it being understood
and agreed that the Lender shall be named as loss payee as its interests may
appear on the policies of the Obligors and that all such policies shall contain
standard mortgagee endorsement clauses in favour of the Lender, certificates
(including, without limitation, renewal certificates) evidencing the foregoing, and

-37-




M

(m)

(n)

(0)

on terms and in substance satisfaciory to the Lender, all of which shall have been
delivered to the Lender,

The Lender, acting reasonably, shall be satisfied with the tesults of all searches
and enquires conducted in respect of the Obligors and their Property as the
Lender’s counsel may reasonably require, and such estoppel letters (fo confirm
the amounts secured by any existing encumbrances and the collateral covered
thereby) shall be received by the Lender as may be required by the Lender in iis
discretion, acting reasonably.

The Lender shall have completed all due diligence which it considers necessary
or appropriate in its discretion in regard to the Obligors and their Property, books
and records, operations, prospects and condition (financial or otherwise),
including, without limitation, with respect to the Obligors, in regard to past and
ongoing compliance with laws (including Environmental Laws), union and labour
relations and pension matters, and the Lender shall be satisfied in their discretion
that the Borrower is adequately capitalized, the fair, saleable value of its Property
exceeds its liabilities at the Closing Date, and that the Borrower has sufficient
working capital to pay its debts as they become due, and the Lender shall have
received such documentation it considers necessary or appropriate in its
discretion in regard to the foregoing matters, including, without limitation,
compliance with Environmental Laws.

The Lender shall be satisfied that no Default shall have occurred an or be
continning or would result from the making of the Loan.

No material changes in the business and affairs of the Borrower including any
material changes in governmental regulations or policies affecting any party to
this Agreement shall have occurred prior to the Closing Date.

The Obligors shall have executed or caused to be executed and delivered to the Lender
all documents which the Lender determines in its absolute discretion are necessary to
consummate the transactions contemplated hereby,

12.1

ARTICLE 12- DEFAULT

Events of Default,

The occurrence of any one or more of the following events shall constitute an “Event of Default”

hereunder:

(a)

(b)

the failure of the Borrower to pay when due, declared due or demanded any of the
Liabilities of the Lender;

the failure of (i) the Borrower to perform, keep or observe in a material respect

any of the covenants, conditions, promises, agreements or obligations contained
in Sections 10.1(j), 10.1(n), 10.1(y), 10.1(z), 10.1(cc) and 10.1{dd) of this
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Agreement, (ii) the Borrower to perform, keep or observe any of the covenants,
conditions, promises, agreements or obligations contained in Sections 10.1(m),
10.1(0), 10.1(p) and 10.1(t) of this Agreement, (iif) the Borrower to perform, keep
or observe any of the other covenants, conditions, promises, agreements or
obligations under this Agreement (other than as described in Section 12.1(a) and
other than those covenants, conditions, promises, agreements or obligations
referred to in (i) above), which failure is not cured within fifieen {15} days of
receipt of written notice from the Lender of such failure, (iv) the Borrower or any
Obligor to perform, keep or observe any of the covenants, conditions, prormises,
agreements or obligations contained in any of the Other Agreements to which it is
a party, subject to the application of any cure periods contained therein;

the making or furnishing by any Obligor or any director or officer thereof to the
Lender of any representation, warranty, certificate, schedule, report or other
communication of a material nature within or in connection with this Agreement
or the Other Agreements or in connection with any other agreement between such
Obligor and the Lender, which is untrue or misleading in any respect when made;
provided that, no Event of Pefault under Section 12.1(¢) will oceur if such
representation, warranty or other communication was not intentionally untrue or
misleading, is capable of being comrected within ten (10) days of being made and
is diligently corrected within such ten (10) day period;

the creation (whether voluntary or involuntary) of, or any attempt to create, any
Lien upon any of the Collateral, other than the Permitted Liens; or the making or
any attempt to make any levy, seizure, attachment, or power of sale or
foreclosure, on or with respect to any Collateral; or (except as permitted hereby)
any sale, lease, or furnishing under a contract of service of, any of the Collateral;

the making of an assigtiment or proposal in bankruptcy by any Obligor or the
filing by any Obligor of notice of its intention to make a proposal in bankruptcy
or the commencement of any proceedings by or against any Obligor for the
liquidation or reorganization of any Obligor or alleging the insolvency of any
Obligor or if an act of bankruptcy has occurred or that any Obligor cannot pay its
debts as they mature or the commencement of any proceedings for the
readjusiment or arrangement of any Obligor’s debts, whether under the
Bankruptcy and Insolvency Act (Canada), the Companies’ Creditors Arrangement
Act {Canada), the United States Bankruptey Code or under any other law, whether
state, provincial or federal, now or hereafter existing, for the relief of debtors, or
the commencement of any analogous statufory or non-statutory proceedings
involving any Obligor and, if brought against such Obligor, such proceeding is
not being contested in good faith by appropriate proceedings, as determined by
the Lender, or, if so contested, remains outstanding, undismissed and unstayed
more than fifteen (15) days from the institution of such first mentioned
proceedings;

the appointment of a receiver, receiver and manager, trustee, lquidator,
administrator, sequestrator, custodian, monitor or similar official for any Obligor,
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for any of the Collateral or for any substantial part of any Obligor’s Property, or-
the institution of any proccedings for the dissolution or winding-up, or the fulf or
partial liquidation, or the merger, amaigamation or consolidation, of any Obligor
which is a corporation or a partnership and, if brought against such Obligor, such
proceeding is not being contested in good faith by appropriate proceedings, as
determined by the Lender, acting reasonably, or, if so contested, remains
outstanding, undismissed and unstayed more than five (5) days from the
institution of such first mentioned proceedings;

the enfry of any judgment or order is issued or levied against any Obligor or its
property involving lability in excess of fifty-thousand dollars ($50,000) or the
Equivalent in U.S, doflars unless such Obligor, without breaching any of the
covenants in Section 10.1 hereof, satisfies such Jjudgment or order within ten (10)
days of its issuance;

all or any material part of the Property of any Obligor shall be nationalized,
expropriated or condemned, seized or otherwise appropriated, or custody or
control of such Property of any Obligor shall be assumed by any governmental or
regulatory authority or any court of competent Jurisdiction at the instance of any
govermnmental or regulatory authority, except where contested in good faith by
proper proceedings diligently pursued where a stay of enforcement is in effect;

the Security Agreement shall be terminated, revoked or declared void, invalid or
unenforceable or alleged to be terminated, revoked or declared void, invalid or
unenforceable, or an Obligor denies, to any extent, its obligations under the
Security Agreement;

any loss, theft, damage or destruction of any item or items of Collateral occurs
which:

{i) materially and adversely affects the operation of any Obligors® business;
or

(i) is material in amount and is not adequately covered by insurance;

the occutrence of a default or an event of default, which continues after the
passage of any cure period with respect thereto without having been waived,
under any agreement or instrument other than this Agreement evidencing
indebtedness for borrowed money permitted hereunder in excess of fifty thousand
($50,000) dollars executed or delivered by any Obligor, or pursuant to which
agreement or instrument any Obligor or its properties is or may be bound, or if
any such indebtedness shail be declared due and payable prior to the stated
maturity thereof or if the Borrower otherwise defaults in the performance of any
malerial term or condition contained in any document relating to a Permitted
Lien;

any condition exists in connection with any Plan which might constitute grounds
for proceedings to have such Plan terminated or a trustee or other similar official
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appointed to administer such Plan or to be deregistered under any applicable law - -
or regulations unless the existence of such conditions would not have a Materia]
Adverse Effect; or any Obligor shall fail to make a required contribution to any
Pian if such failure is sufficient to give rise to liability or constitutes an offence
under any applicable law or regulations which would have a Material Adverse
Effect; or any Obligor engages in or permits to exist or occur, any other
condition, event or transaction with respect to any Plan which could result in the
incurrence by any Obligor of any liability, fine or penalty which could have a
Material Adverse Effect;

the occurrence of any event or condition (including, without limitation, any
change in the operation of business or senior management of the Borrower) which
has or is reasonably likely to have a Material Adverse Effect, as determined by
the Lender in its sole discretion;

any Obligor (A) fails to make any payment when due (whether by scheduled
maturity, required prepayment, acceleration, demand, or otherwise, and whether
or not blocked pursuant to the terms of any subordination agreement) in respect
of any Liabilities, or (B) fails to observe and perform any other agreement or -
condition relating to any such indebtedness or contained in any instrument or
agreement evidencing, securing or relating thereto, or any other event occurs, the
effect of which default or other event is to cause, or io permit the holder or
holders of such indebtedness or the beneficiary or beneficiaries of any guarantee
thereof (or a frustee or agent on behalf of such holder or holders or beneficiary or
beneficiaries) to cause, with the giving of notice if required, such indebtedness to
be demanded or to become due or to be repurchased, prepaid, defeased or
redeemed (automatically or otherwise), or an offer to repurchase, prepay, defease
or redeem such Indebtedness to be made, prior to its stated maturity, or such
guarantee to become payable or cash collateral in respect thereof to be demanded;

there occurs any Change of Control; or

if the common shares of the Borrower cease to be listed for trading on the TSX
Venture Exchange or The Toronto Stock Exchange or any order is made by any
federal, provincial or other governmental authority in relation to the Borrower, or
there is any change of law, or the interpretation or administration therefore, which
in the reasonable opinion of the Lender, operates to prevent or restrict the trading
of the common shares of the Borrower. '
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ARTICLE 13- REMEDIES

13.1 Remedies,

Subject to Section 13.2, upon the occurrence of an Event of Default described in Section 12.1(g),
all of the Liabilities shall immediately and automatically become due and payable, without
demand, notice or legal process of any kind. Upon the occurrence of any Event of Default (other
than as described in Section 12.1(e)), all of the Liabilities may, at the option of the Lender, be
declared by the Lender to be immediately due and payable, upon which declaration all such
Liabilities shall immediately become due and payable without demand, notice or legal process of
any kind. Upon any such occurrence, the Lender may, in addition to any other right or remedy
which they may have at law or in equity, proceed to realize its security hereunder and to enforce
its rights by:

() entry onto any premise where the Collateral may be located;

" (b) the appointment by instrument in writing of a receiver or receivers of the
Collateral or any part thereof (which receiver or receivers may be any person or
persons, whether an officer or officers or employee or employees of the Lender or
not and the Lender may remove any receiver or receivers so appointed and
appoint another or others in his or their stead);

(¢)  proceedings in any court of competent jurisdiction for the appointment of a
receiver or receivers or for sale of the Collateral or any part thereof: or

(d) any other action, suit, remedy or proceeding authorized or permitied hereby or by
law or by equity,

In addition, the Lender may file such proofs of claim and other documents as may be necessary
or advisable in order to have its claim lodged in any bankruptcy, winding-up or other judicial
proceedings.

Any receiver or receivers so appointed shall have power to:
(0 take possession of and to use the Collateral or any part thereof;

()  carry on the business of the Borrower (including, but not limited to, the
taking or defending of any actions or legal proceedings, and the doing or
refraining from doing all other things as to the receiver may deem
necessary or desirable in connection with the business, operations and
affairs of any or all of the Obligors);

(i)  borrow money required for the maintenance, preservation or protection of
the Collateral or any part thereof or the carrying on of the business of any
or all of the Obligors;

(iv)  further charge the Collateral in priority to the security interests of the
Security Agreements as security for money so borrowed; and
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(v)  sell, lease or otherwise disposé of the whole or any part of the Collateral
on such terms and conditions and in such manner as the receiver shali

determine,

The Lender shall not be responsible for any actions or errors of omission by the receiver or
receivers in exercising any such powers.

In addition, the Lender may enter upon, use, occupy and possess the Collateral or any part
thereof, free from all encumbrances, Liens and charges, except for Permitted Liens, without
hindrance, interruption or denial of the same by any Obligor or by any other person or persons,
and may lease or sell the whole or any part or parts of the Collateral. Any sale hereunder may be
made by public auction, by public tender or by private contract, with or without notice and with
or without advertising and without any other formality (except as required by law), all of which
arc hereby waived by the Obligors. Such sale shali be on such terms and conditions as 1o credit
or otherwise and as to upset or reserve bid or price as to the Lender, in its sole discretion, may
seem advantageous. Such sale may take place whether or not the Lender has taken possession of

the Collateral,

No remedy for the realization of the security interests granted to the Lender or for the
enforcement of the rights of the Lender shall be exclusive of or dependent on any other such
remedy, but any one or more of such remedies may from time to titme be exercised independently
or in combination. Any failure by the Lender to exercise any right or remedy set out in this
Agreement or the Other Agreements shall not constitute a waiver thereof. The term “receiver” as
used in this Agreement includes a receiver and manager.

At the Lender’s request, the Obligors shall, at the Obligors® expense, assemble the Collateral and
make it available to the Lender at one or more places to be designated by the Lender and
reasonably convenient to the Lender. Each Obligor recognizes that if it fails to perform, observe
or discharge any of their obligations under this Agreement or the Other Agreements, no remedy
at law will provide adequate relief to the Lender, and each Obligor agrees that the Lender shall
be entitled to temporary and permanent injunctive relief in any such case without the necessity of
proving actual damages. Without limiting any of the Lender’s rights to provide any lesser period
of notice to the extent permitted by applicable law, any notification of intended disposition of
any of the Collateral required by law will be deemed reasonably and properly given if given at
least fifteen (15) calendar days before such disposition. Any proceeds of any disposition by the
Lender of any of the Collateral may be applied by the Lender to the payment of expenses and
any borrowings in connection with the Collateral and its realization including, without limitation,
reasonable legal fees and disbursements (on a solicitor-client basis) (both in-house and outside
counset) and any balance of such proceeds may be applied by the Lender toward the payment of
such of the Liabilities, and in such order of application, as the Lender may from time to time
elect or re-elect in its sole discretion.
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ARTICLE 14 - INDEMNIFICATION, ETC.
14.1  General Indemnity,

Each Obligor jointly and severally agrees to defend (with counsel satisfactory to the Lender),
protect, indemnify and hold harmless the Lender, and each of its Affiliates, and Subsidiaries, and
its respective officers, directors, employees, legal counsel and agents (each an “Indemnified
Party”) from and against any and all liabilities, obligations, losses, damages, penalties, actions,
judgments, suits, claims, costs, expenses and disbursements of any kind or nature (including,
without limitation, the disbursements and the fees (on a solicitor-client basis) of legal counsel for
each Indemmified Party in connection with any investigative, administrative or judicial
proceeding, whether or not the Indemnified Party shall be designated a party thereto),
(collectively, “Losses™) which may be imposed on, incurred by, or asserted against, any
Indemnified Party (whether direct, indirect or consequential and whether based on any federal,
provincial, state or local laws or regulations, including, without limitation, securitics,
environmental and commercial laws and regulations, under common law or in equity, or based
on contract or otherwise) in any manner relating to or arising out of this Agreement or any Other
Agreement, or any act, event or transaction related or attendant thereto, the making and/or the
management of the Loan or the use or intended use of the proceeds of the Loan; provided,
however that the Obligors shall have no obligation hereunder to any Indemnified Party to the
extent that such Losses were caused by or resulted from the wilful misconduct or gross
negligence of such Indemnified Party. To the extent that the undertaking to indemnify set forth
in the preceding sentence may be unenforceable against any Obligors because it violates any law
or public policy, the Obligors shall satisfy such undertaking to the maximum extent permitted by
applicable law, Any Losses covered by this indemnity shall be paid to each Indemnified Party
on demand, and, failing prompt payment, shall, together with interest thereon at the Deemed
Interest Rate from the date incurred by each Indemnified Party until paid in full, be added to the
Liabilities and be secured by the Collateral. The provisions of this Section shall survive the
satisfaction and payment of all Liabilitics and the termination of this Agreement.

142  'Taxes.

All payments made by the Obligors under this Agreement and the Other Agreements shall be
made free and clear of, and without deduction or withholding for or on account of, any present or
future income, stamp or other taxes, levies, assessments, imposts, deductions, charges, or
withholdings imposed by any foreign, federal, provincial, state, local or other jurisdiction or any
governmental agency thereof or political subdivision or taxing authority therein, excluding taxes
imposed on the net income or the capital of the Lender (all such non-excluded taxes being
hereinafter called “Taxes™). If any Taxes are required to be withheld from any amounts so
payable to the Lender hereunder or under any Other Agreements the amounts so payable shall be
increased to the extent necessary to yield to the recipient (after payment of all Taxes) interest or
any such other amounts payable hereunder at the rates or in the amounts specified in this
Agreement or Other Agreement. If the Obligor is required by law fo make any deduction or
withholding on account of any Taxes or other amount from any sum paid or expressed to be
payable to the Lender under this Agreement or any Other Agreement, then: (A) such Obligor
shall notify the Lender of any such requirement or any change in any such requirement as soon
as it becomes aware of it; (B) the Obligor shall pay any such Taxes or other amount before the
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date on which penalties attached thereto become due and payable; (C) the sum payable by such
Obligor in respect of which the relevant deduction, withholding or payment is required shall be
increased to the extent necessary to ensure that, after the making of that deduction, withholding
or payment, the recipient receives on the due date and retains (free from any liability in respect
of any such deduction, withholding or payment) a sum equal to that which it would have
received and so retained had no such deduction, withholding or payment been required or made;
and (D) within thirty (30) days after payraent of any sum from which any Obligor is required by
law to make any deduction or withholding, and within thirty (30) days after the due date of
payment of any Taxes or other amount which it is required by clause (B) above to pay, it shall
deliver to the Lender all such certified documents and other evidence as to the making of such
deduction, withholding or payment as (1) are reasonably satisfactory to the Lender as preof of
such deduction, withholding or payment and of the remittance thereof to the relevant taxing or
other authority and (2) are reasonably required by the Lender to enable it to claim a tax credit
with respect to such deduction, withholding or payment. If any Obligor fails to pay any Taxes
when due to the appropriate taxing authority, the Borrower shall indemnify the Lender for any
incremental taxes, interest or penalties that may become payable by the Lender as a result of any
such failure. The provisions of this Section shall survive the satisfaction and payment of afl
Liabilities and the termination of this Agreement,

ARTICLE 15 - GENERAL PROVISIONS
15.1 Notice.

All written notices and other written communications with respect to this Agreement or any of
the Other Agreements shall be sent by ordinary or registered mail, by telecopy or delivered in
person, and in the case of the Lender shall be sent to it at Crown Capital Partners Inc., 175, 601-
10 Avenue SW Calgary, AB T2R 0B2 Attention: Chief Executive Officer (if by facsimile to
facsimile number (403) 508-6120) and in the case of any of the Obligors shall be sent to the
Borrower at 160 MacNaughton Avenue, Moncton, NB, ETH 319 Attention: Chief Financial
Officer, with a copy to General Counsel (if by facsimile to facsimile (506) 388-8990). The
notice or other communication so sent shall be deemed to be received on the day of personal
delivery or telecopy, or if mailed, three days following the date of such mailing.

152 Choice of Governing Law and Construction.

Except as expressly set forth therein, this Agreement and the Other Agreements (unless expressly
stated otherwise in the QOther Agreements) shall be governed and controlled by the laws of the
Province of Ontario and the laws of Canada applicable therein as to interpretation, enforcement,
validity, construction, effect, and in al] other respects, mcluding, without limitation, the legality
of the interest rate and other charges, but excluding perfection and realization of the security
interests and hypothecs in the Collateral, which shall be governed and controlled by the laws of
the relevant jurisdiction.

15.3 Forum Selection and Service of Process.

To induce the Lender to accept this Agreement, the Borrower irrevocably agrees that, subject to
the Lender’s sole and absolute election, all actions or proceedings in any way, manner or respect,

- 45 -




arising out of or from or related to this Agreement, the Other Agreements or the Collatera) may
be litigated in courts having situs within the Province of Ontario. The Borrower hereby consents
and submits to the non-exclusive jurisdiction of any local, provincial, state or federal courts
located within said jurisdictions. The Borrower hereby waives any right it may have to transfer
or change the venue of any litigation brought against the Borrower by the Lender in accordance
with this paragraph.

15.4  Modification and Benefit of Agreement.

This Agreement and the Other Agreements may not be modified, altered or amended except by
an agreement in writing signed by the Borrower and the Lender. The Borrower may not sell;
assign or transfer this Agreement, or the Other Agreements or any portion thereof including,
without limitation, the Borrower’s right, title, interest, remedies, powers or duties thereunder.
The Borrower hereby consents to the sale, assignment, transfer or other disposition te a financial
institution by the Lender, at any time and from time to time hereafter, of this Agreement, or the
Other Agreements, or of any portion thereof, or participation.. therein including, without
limitation, the right, title, interest, remedies, powers and/or duties of the Lender thereunder. The
Botrower agrees that it shall execute and deliver such documents as the Lender may request in
connection with any such sale, assignment, transfer or other disposition. This Agreement shall
enure to the benefit of, and be binding upon, the parties hereto and their successors and permitted

assigns.
15,5 Headings of Subdivisions. -

The headings of subdivisions in this Agreement are for convenience of reference only, and shall
not govern the interpretation of any of the provisions of this Agreement,

15.6  Power of Attorney.

The Borrower acknowledges and agrees that its appointment of the Leénder as its attorney and
agent for the purposes specified in this Agreement is an appointment coupled with an interest
and shall be imrevocable until all of the Liabilities are paid in full and this Agreement is

terminated.
157 Waivers, Confidentiality, Information Sharing.

(a)  In no event shall any party hereto be lable for lost profits or other special or
" consequential damages.

(b)  To the maximum extent permitted by law, the Borrower hereby waives all rights
to a hearing of any kind prior to the exercise by the Lender of its rights to
repossess the Collateral without judicial process or to replevy, attach or levy upon
such Collateral without prior notice or hearing,

(c) To the maximum extent permitted by law, the Borrower hereby waives demind,
presentment, protest and notice of nonpayment,

- 46 -




(d)  Failure of the Lender, at any time or times hereafter, to require strict performance
by the Borrower of any provision of this Agreement or any of the Other
Agreements shall not waive, affect or diminish any right of the Lender thereafter
to demand strict compliance and performance therewith. Any suspension or
waiver by the Lender of a Default under this Agreement or any default under any
of the Other Agreements shall not suspend, waive or affect any other Default
under this Agreement or any other default under any of the Other Agreements,
whether the same is prior or subsequent thereto and whether of the same or of a
different kind or character. No delay on the part of the Lender in the exercise of
any right or remedy under this Agreement or any Other Agreement shall preclude
any other or further exercise thereof or the exercise of any right or remedy, None
of the undertakings, agreements, warranties, covenants and representations of the
Borrower contained in this Agreement or any of the Other Agreements and no
Default under this Agreement or default under any of the Other Agreements shall
be deemed to have been suspended or waived by the Lender unless such
suspension or waiver is in writing, signed by duly authorized officer(s) of the
Lender and directed to the Borrower specifying such suspension or wajver.

{¢)  Bomrower hereby agrees and acknowledges that the Lender shali be permitted to
share with any of its affiliates, any information concerning Borrower, the other
Obligors, this Agreement and all related agreements, and the subject matter
thereof, that the Lender has or will have in their possession.

15.8 Timing of Payments.

Any payment required to be made by Borrower to the Lender hereunder or under any of the
Other Agreements shall be made in the currency in which the obligation requiring such payment
arose. Any payment received by the Lender after 3:00 p.m. (Regina time) on a Business Day, or
on any day that is not a Business Day, shall be credited to the account of the Borrower on the
next following Business Day. .-

159 Currency.

Al dollar amounts specified herein are in Canadian dollars unless otherwise indicated.

15.10 Judgment Currency.

If in the recovery by the Lender of any amount owing hereunder in any currency, judgment can
only be obtained in another currency and because of changes in the exchange rate of such
currencies between the date of judgment and payment in full of the amount of such judgment, the
amount of recovery under the judgment differs from the full amount owing hereunder, the
Borrower shall pay any such shortfall to the Lender, and such shortfall can be claimed by the
Lender against the Borrower as an alternative or additional cause of action and any surplus
received by the Lender will be repaid to the Borrower.

15.11 Severability,
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If any provision of this Ag.reement is held to be prohibited by or invalid under applicable law,
such provision shall be ineffective only to the extent of such prohibition or invalidity, without
invalidating the remainder of such provision or remaining provisions of this Agreement.

1512 Conflicts,

In the event there occurs any conflict or inconsistency between any provision hereof and any
provision of the Other Agreements, the provision hereof shall, to the extent of any such conflict

or inconsistency, govern.
15.13 Right of Set-Off,

Upon the occurrence and during the continuance of an Event of Default, the Lender is authorized
at any time and from time to time, without notice to the Borrower (any such notice being
expressly waived) to the fullest extent permitted by law to set-off any and ali deposits of any
- kind at any time held to the credit or for the account of the Borrower, against any of the
obligations of the Borrower hereunder or under any Other Agreement, whether or not the Lender
have made any demand hereunder or thereunder and although such obligations may be

unmatured.
15,14 Joint and Several Obligations of the Obligors

Each of the Obligors agrees to be jointly and severally liable for the obligations, covenans,
agreements, representations and warraniies of the Obligors set forth in this Agreement, as
principal debtor and obligor and not as surety. Furthermore, each of the Obligors agrees that it
shall observe, fulfil and keep and cause the other Obligors to observe, fulfil and keep, as the case
may be, all obligations, covenants, agreements, representations and warranties set forth in thig
Agreement.

Each of the Obligors shall for all purposes of this Agreement be regarded and be in the same
position as a principle debtor and obligor and each Obligor expressly waives demand,
presentment, protest and notice thereof respectively and of default and agrees that its Hability
under this Agreement shall not in any way be limited or affected by any transaction which may
take place between the Lender and any other Obligor or any neglect or default of the Lender
which might otherwise operate as a discharge, whether partial or absolute, of any Obligor if it
were a surety of the other Obligors. Each Obligor further agrees that the Lender shall not be
bound to exhaust its recourse against the Borrower or any of the Obligors or any security which
it holds for the payment of the moneys owing under this Agreement before acquiring payment
from such Obligor, and the Lender may enforce the various remedies available to it and may
realize the power of various securities held by it or any part thereof in such order as the Lender
may determine.

No obligation, lisbility or undertaking whatsoever of, and no security whatsoever given by, any
Obligor under this Agreement or under any agreement, document or instrument collateral to this
Agreement shall be limited or affected by the granting of time, renewals, extensions, releases or
discharges by the Lender to any Obligor or to any other person whomsoever, or by the
acceptance of compositions by the Lender from any Obligor, or by any dealings whatsoever
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between the Lender and any of the Obligors or any other person whomsoever, or for any cause or
reason for which sureties or joint and several debtors may be relieved or for which any such
obligation, liability, undertaking or security may be limited or affected. Without restricting the
generality of the foregoing, no such obligation, liability, undertaking or security shall be limited
or affected by the Lender taking, or by the Lender’s abstention from taking or perfecting, or by
the Lender giving up any rights, privileges, mortgages or securities whatsoever.

15.15 Enfire Agreement.

This Agreement and the Other Agreements embody the entire agreement and understanding
between the parties herefo and thereto and supersede all prior agreements and understandings
between such parties relating to the subject matter hereof and thereof and may not be
contradicted by evidence of prior or confemporaneous agreements of the parties. There are no
unwritten oral agreements between the parties related to the subject matter of this Agreement and
the Other Agreements,

15.16 Non-Merger.

The taking of any judgment shall not operate as a merger of any Liabilities or any part thereof or
in any way suspend payment or affect or prejudice the rights, remedies and powers, legal or
equitable, which the Lender may have in connection with the Liabilities.

15.17 Counterpart Execution/Electronic Delivery

This Agreement may be execnted in counterpart and delivered by facsimile or other electronic
means of delivery.

15.18 English Language, -

At the request of the parties, this Agreement and the Other Agreements have been negotiated in
the English language and will be or have been executed in the English language. Les soussigné
ont expressément demandé que ce document et tous les documents annexes soient rédigés en
langue anglajse.

[the remainder of this page has been left intetionally blant., Counterpart signature page to follow. ]
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Counterpart Signature Page to the Credit Agreement dated March 3—! . ,2012
IN WITNESS WHEREOF, the Obligors have duly executed this Agreement as of the date set

.out on the first page hereof,
LANDDRJ@ NAL INC,
Per; : f‘%)\ ::J;?W

Name: i

Title:

LANDDRILL Ammc:mn

f]

Per: C{ / ﬁ%

Name:
Title;

LANDDRI%N—W?DNAL LTD.

Name:
Title:

LANDDRILL CONTRACT MINING

LTD. /
PN,
Per: — /J% v

Name: ¢~

Title:
LANDDRILIL INTL‘
COMPANY L %

z»*\/g

Per-

Name: Kf'./

Title:

LANDDRILL INTERNATIONAL LLC
/fi;é;“ 22

(SN

Name: Cj’/’
Title:

Per:




LANDDRILL INTERNATIONAL INC.
/

7,
Per: R
T frieep

LANDDRILL IN TONAL
COOPE}}W
e

Per:
Naméi~"
Title:

LANDDRILL INTERNATIONAL

NICARAGUA, .S
A
Per Lt Sy
Namer "
Title:
LANDDRILL IN;F_E ONAL
M}i‘,XICO/S.A;:zz 2
PR, ;
Per: ”/
Name; &~
Title:

LANDDRILL, WONAL SARI,
27

Per:; éﬂ&%ﬁw"

Title;

LLC Lg% ICLL RNATIONAL
Per: C:_!ZJ\W Sy

Name:~"

Title:




IN WITNESS WHEREOF, the Lender has duly executed this Agreement as of the date set out
on the first page hereof,

NORREP CREDIT OPPORTUNITIES
FUND, LP, by its General Partner,
N orrep Credit Opportunities Fund Inc.

.Per:l (\/e”i‘ ' [-m-a

Name: ChrisJohnson
Title: . President
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SCHEDULE 8.1(e)

INTELLECTUAL PROPERTY

-NIL-
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SCHEDULE 8.1 (f)

OBLIGOR’S NAME(S)

1. Landdrill Atlantic Lid.

2. Landdrill International Ltd.

3. Landdrill Contract Mining Ltd.

4, Landdrill International Company Limited

5. Landdrill International LLC |

6. Landdrill Infeznational Inc. (British Columbia)
7. Landdriil Intemational Cooperatief U.A.

8. Landdrill International Nicaragua, S.A.

9. Landdrill International Mexico S.A. de C.V.
10. Landdrill International SARL

11. LLC Landdrill International

12. Landdrill International Inc. (Barbados)

C-582-




10.
11.
12.

13.

SCHEDULE 8.1(g)
SUBSIDIARIES, AFFILIATES, JOINT VENTURES AND PARTNERSHIPS

LANDDRILL ATLANTIC LTD. (for the purposes of this Schedule, “LDI Atlantic”), a
New Brunswick corperation,

LANDDRILL INTERNATIONAL LTD. (for the purposes of this Schedule, “LIL”), a
New Brunswick corporation, wholly-owned by the Borrower

LANDDRILL CONTRACT MINING LTD., a New Brunswick corporation, wholly-
owned by the Borrower

NITASI LANDDRILL (QUEBEC) LIMITED PARTNERSHIP, a Quebec limited
partnership, LDI Atlantic is the general partner

NITASI LANDDRILL LIMITED PARTNERSHIP, a Newfoundland and Labrador
limited partnership, LDI Atlantic is the general partner

LANDDRILL INTERNATIONAL COMPANY LIMITED, 2 Hong Kong cotporation,
wholly-owned by LIL

LANDDRILL INTERNATIONAL LLC, 2 Mongolia corporation, wholly-owned by LIL

LANDDRILL INTERNATIONAL INC. (for the purposes of this Schedule, “Landdrill
Barbades™), a Barbados corporation, wholly-owned by LIL

LANDDRILL INTERNATIONAL COOPERATIEF U.A. (for the purposes of this
Schedule, “Landdrill Netherlands™), a Netherlands corporation,

LANDDRILL INTERNATIONAL NICARAGUA, S.A., a Nicaragua corporation,
wholly-owned by Landdrill Barbados

LANDDRILL INTERNATIONAL MEXICO S.A. DE C.V,, a Mexico corporation,
wholly-owned by Landdrill Barbados

LANDDRILI. INTERNATIONAL SARL, a Mali corporation, wholly-owned by
Landdrill Netherlands

LLC LANDDRILL INTERNATIONAL, a Russia corporation, wholly-owned by
Landdrill Netherlands
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SCHEDULE 8.1(i)

LITIGATION

-NIL-
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SCHEDULE 8.1 (0)

INDEBTEDNESS

Lender

Indebtedness

GE Equipment Finance

$2,100,000 (secured equipment loan — to be
increased to $4,100,000 million)

GMAC

$600,000 (secured truck loans - to be increased
to $700,000)

Sprott Resource Lending Partnership

$3,200,000 (secured equipment loan)

Roycefield lnvestments Inc.

$1,100,000 (promissory notes for working
capital to be repaid after the Closing Date)

Convertible Debentures

$5,000,000 (17 holders —unsecured)

-99.




SCHEDULE 8.1(w)

COLLECTIVE BARGAINING AGREEMENTS

-NIL-

-S10 -




SCHEDULE 9.2

OFFICER’S COMPLIANCE CERTIFICATE
[DATE]

NORREP CREDIT OPPORTUNITIES FUND, LP
175, 601-10 Avenue SW

Calgary, AB

T2R 0B2

Certificate of Landdrill International Inc.

Pursuant to Section 9.2 of the Credit Agreement dated as of March 21, 2012 (as the same may be
amended, restated or otherwise modified from time to time, the “Credit Agreement”) between
Landdrill International Inc. (the “Borrower™), Landdrill Atlantic Ltd., Landdrill
International Ltd., Landdrill Contract Mining Ltd., Landdrill International Company
Limited, Landdrill International LLC, Landdrill International Inc., Landdrill
International Cooperatief U.A., Landdrill International Nicaragua, S.A., Landdrill
International Mexico S.A. de C.V., Landdrill International SARL, LLC Landdrill
International (collectively, the “Guarantors™), and Norrep Credit Opportunities Fund, LP
(the “Lender”), enclosed are the consolidated financial statements of the Borrower for the

period ending 4, as required by the Credit Agreement. All capitalized terms used
herein shall have the meaning ascribed thereto in the Credit Agreement.

The undersigned hereby certifies that the for the financial quarter ending [®], [®] the amounts
and financial ratios referred to in Section 10.1(t) of the Credit Agreement are as follows:

Section 10.1(t)1) Minimum Cumulative Consolidated EBITDA
Period -
Required as of 20 +

Compliance - Yes/No
Note: Please attach schedule showing calculations

Section 10.1{{)(i) Minimum Net Working Capital
Period -

Required: Minimumt of $5,000,000

Compliance - Yes/No
Note: Please attach schedule showing calculations

-S11-




- Section 10.1(0)H) . Capital Expenditures

Period -

Required: Not greater than $2,600,000 for the fiscal Not Greater Than 4
year of the Obligors ended December 31, 2012 and not

greater than $750,000 for the fiscal year of the Obligors

ended December 31, 2013 and for each subsequent

fiscal year of the Obligors thereafter until repayment of

the Liabilities has been made in full.

Compliance - Yes/No
Note: Please attach schedule showing calculations

The undersigned certifies that, except as set forth in detail on the attached schedule which
schedule also sets forth what action the Borrower has taken or propose to take with respect
thereto:

i all of the representations and watranties of the Borrowers contained in the Credit
Agreement and the Other Agreements are true, correct and complete as of this date as if
made as of this date;

(iy  the Borrower is, at this date, in compliance with all of its covenants and agreements in the
Credit Agreement and the Other Agreements;

(iii) no Default cxists or existed during the period covered by the attached financial
statements.

[Except as attached hereto,] no aunditor, regulator or third party conpsultant has issued a
management letter or other communication regarding the Borrower.

The Borrower bas caused this certificate to be executed and delivered by its duly authorized
officers this day of )

Name: .
Title: President

Name: .
Title: Chief Financial Officer

-512 -




- 813 -




