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COURT FILE NUMBER 25-2645392
25-2645393
COURT COURT OF QUEEN'S BENCH OF ALBERTA
JUDICIAL CENTRE CALGARY
PROCEEDING IN THE MATTER OF THE NOTICE OF

INTENTION TO MAKE A PROPOSAL OF
GLENOGLE ENERGY INC. AND GLENOGLE
ENERGY LP

DOCUMENT AFFIDAVIT

ADDRESS FOR SERVICE AND BENNETT JONES LLP
CONTACT INFORMATION OF Barristers and Solicitors
PARTY FILING THIS 4500 Bankers Hall East
DOCUMENT 855 ~ 2 Street SW

Calgary, Alberta T2P 4K7
Attention: Chris Simard

Telephone No.: 403—298—44_85
Fax No.: 403-265-7219
Client File No.: 61640.13

AFFIDAVIT OF JAMIE BLAIR
Sworn (Affirmed) on June _i { , 2020

I, Jamie Blair, of the City of Calgary, in the Province of Alberta, SWEAR/MAKE OATH AND
SAY THAT:

BACKGROUND

1. T am the President and Chief Executive Officer of Glenogle Energy Inc. and Glenogle
Energy LP (collectively "Glenogle") and as such I have personal knowledge of the
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matters deposed to in this Affidavit, except where stated to be based on information and

belief, in which case I verily believe same to be true.

2. Glenogle is incorporated and registered pursuant to the laws of the Province of Alberta,
Glenogle has 8 employees and 11 contractors and subcontractors, and an office in
Calgary, Alberta, which serves as the headquarters for its operations and provides
general administrative, management, accounting and human resources functions for

Glenogle.

3. Glenogle is in the business of oil and gas exploration and production. Glenogle
operates 80 oil wells and 56 gas wells. Its operations are primarily based in the

Province of Alberta, with one well located in the Province of British Columbia.

4, Glenogle's revenue is primarily generated from the sale of crude oil, natural gas and

natutal gas liquids, with a small proportion of revenue generated from facilities.

5. However, Glenogle's business, like other oil and gas businesses, has suffered due to the
recent global collapse in commodity prices. As a result, Glenogle's revenues have

drastically declined and it has become unable to meet its obligations as they fall due.

6. HSBC Bank Canada ("HSBC") is Glenogle's primary secured creditor, and Glenogle
owed HSBC approximately $51.7 million as at June 4, 2020

7. On May 14, 2020, Glenogle filed a Notice of Intention to Make a Proposal (the "NOI"),
pursuant to section 50.4 of the Bankruptcy and Insolvency Act, with Frost & Young Inc.

named as proposal trustee (the "Proposal Trustee").

FINANCIAL ADVISOR AGREEMENT

8. To advance its restructuring, Glenogle requires the assistance of a financial advisor who
has expertise in oil and gas assets and transactions. For that reason, Glenogle has
negotiated an Agreement dated June 3, 2020 (the "Financial Advisor Agreement")
with Stifel Nicolaus Canada Inc. (the "Financial Advisor"). Attached as Exhibit "1"
to this Affidavit is a true copy of the Financial Advisor Agreement.

9,»
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9. The Financial Advisor (previously known as GMP FirstEnergy) is a prominent
investment banking advisory firm located in Calgary, which has specialized knowledge
of and a long history in the Western Canadian energy sector. I believe that the

Financial Advisor has the necessary expertise and experience to assist Glenogle.

10.  Stifel FirstEnergy has extensive experience marketing assets across Western Canada
and in the areas in which Glenogle operates. Stifel FirstEnergy hae been engaged in
such a role by Glenogle in the past and has engaged in discussions with Glenogle and
third parties regarding Glenogle’s development plans and activities on a regular

ongoing basis.

11.  Glenogle is asking this Honourable Court to authorize it to enter into and perform its
obligations under, and to approve, the Financial Advisor Agreement. If the Financial
Advisor Agreement is approved, Glenogle will begin working with the Financial
Advisor immediately, to explore all possible viable restructuring alternatives for
Glenogle. It is possible that after consultations with the Financial Advisor, Glenogle
will make a subsequent application to have the Court approve a sales and investment

solicitation process.

12.  1believe that the terms of the Financial Advisor Agreement are reasonable, and in line

with current market norms.

WOODRUSH ACCOUNT TRUST AGREEMENT

13. On December 20, 2019, Glenogle entered into a Funding and Participation Agreement
(the "FPA") with Woodrush Royalty Corporation ("Woodrush"). The FPA provides
Glenogle the ability to develop its petroleum and natural gas resources, while reducing
its own capital expenditures to do so. Pursuant to the FPA, if Woodrush elects to
participate in a well, it pays some agreed proportion of the costs of Glenogle drilling a

well. In return, Woodrush receives a gross overriding royalty in the well.

14, Glenogle engages all the service providers who perform the work necessary to drill,

complete and equip the well. Woodrush pays an agreed portion of the costs of those

J

services. The way that these payments are facilitated is that:
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(8  Glenogle engages the service providers, who perform the work and invoice

Glenogle for their services;

(b)  Woodrush pays to Glenogle its shares of the cost of those setvices and Glenogle

can only use those funds only to pay for those services; and

(¢)  Glenogle deposits the funds received from Woodrush into an account held by
Glenogle at HSBC for the exclusive purpose of facilitating this mechanism (the
"Trust Account”). Glenogle does not deposit any other funds into the Trust
Account, and does not use the Trust Account for any other purposes, other than
receiving the funds from Woodrush, and paying the funds out to the service

providers.

15. On May 22, 2020 Glenogle and Woodrush entered into an agreement that clarifies and
confirms that all funds that are received from Woodrush and deposited by Glenogle into
the Trust Account are trust funds held for the benefit of Woodrush (the "Woodrush
Trust Account Agreement"”). In my view, entering into the Woodtush Trust Account
Agreement was necessary to provide Woodrush with sufficient comfort to continue to
elect to participate in further wells under the FPA, and also to give Glenogle's service
providers with certainty that they will be paid. Facilitating the continued operation of
the FPA will provide ongoing benefits to Glenogle and its creditors. For that reason, I
believe that approval of the Woodrush Trust Account Agreement is in the best interests
of Glenogle's stakeholders. Attached as Exhibit "2" to this Affidavit is a true copy of
the Woodrush Trust Agreement.

INTERIM FINANCING AND INTERIM LENDER'S CHARGE

16.  Attached as Exhibit "3" to this Affidavit is a projected 13-week cashflow statement
that Glenogle has prepared with the assistance of the Proposal Trustee (the "Cashflow
Projection”). It is projected that during the period covered by the Cashflow Projection,
Glenogle will require over $2 million (including outstanding letters of credit) of
additional liquidity (the "Liquidity Shortfall"), over and above its current borrowing
limits under its existing May 30, 2018 Facility Letter with HSBC.

J
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17. HSBC has agreed to provide interim funding to Glenogle cover the Liquidity Shortfall.
To facilitate this, Glenogle and HSBC have agreed to an Amended and Restated
Faoility Letter (the "New Facility Letter"). The key components of the New Facility

Letter are:

()

(b)

(©)

(d

()

®

in addition to the existing credit facilities, HSBC will grant to Glenogle a new
senior secured, debtor-in-possession, interim, non-revolving loan facility in the
amount of $2.3 million (the "Interim Loan"). Glenogle anticipates requesting an
increase in the borrowing limit under the Interim Loan at a subsequent court
application, to ensure that it has a sufficient working capital cushion to ensure that

these restructuring proceedings continue without disruption;

the Interim Loan will be secured by a superpriority Interim Lender's Charge, to be

approved by this Honourable Court;

the interest rate for the funds previously advanced by HSBC shall remain
unchanged at HSBC's prime rate plus 2.75% per annum, and that interest shall

accrue but need not be paid during these NOI proceedings;

the interest rate for the funds to be advanced under the Interim Loan shall be
HSBC's prime rate plus 4.75% per annum, and that interest shall be paid during
these NOI proceedings;

Glenogle and the Proposal Trustee shall report actual cashflow results to HSBC

on a biweekly basis; and

Glenogle shall be subject to certain additional covenants that are customary in

interim financing situations.

A true copy of the New Facility Letter is attached as Exhibit "4" to this Affidavit.

KEY EMPLOYEE RETENTION PLAN AND KERP CHARGE

18, In commection with Glenogle' restructuring efforts, Glenogle has considered and

devised, in consultation with the Proposal Trustee, a Key Employee Retention Plan (the
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"KERP") for its key employees (the "Key Employees"). The Key Employecs possess
knowledge, experience and skills that are, in my opinion, important and required by
Glenogle to be able to successfully complete any restructuring. The Key Employees
have deep knowledge of Glenogle's assets and business, and have built and maintained
strong relationships with Glenogle's suppliers and customers. If the Key Employees
were 10 resign, it would be difficult for Glenogle to quickly or efficient find individuals

who could perform their roles in a comparable way.

19, The KERP is designed to appropriately retain and incentivize the Key Employees
during Glenogle's restructuring proceedings. The structure of the KERP is:

(a) the Key Employees will receive a retention payment in the aggregate amount of

$278,829 as retention payments (the "Retention Payments");

(b)  certain of the Key Employees will receive an incentive payment that is calculated,
in the aggregate, as a percentage of the total transaction value achieved in a
restructuring transaction involving the assets or business of Glenogle (the
"Incentive Payments"). The percentage to be applied is 1%. As an example, if a
restructuring transaction is consummated at a value of $40 million, the Key

Employees entitled to receive Incentive Payments would be paid a total aggregate
amount of $400,000;

(c)  the Retention Payments will be made on the earlier of the date that a restructuring

transaction is completed, or will be paid in any event on June 30, 2021;

(d)  the Incentive Payments will be made on the earlier of the date that a restructuring

transaction is completed; and

(¢)  the Retention Payments and Incentive Payments will only be made if, at the date
of the relevant payment, the Key Employee has fulfilled his or her employment

obligations and has not voluntarily resigned or been terminated for cause.

20.  Ibelieve that the amount and structure of the payments under the KERP are reasonable.

P
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21.  Confidential Exhibit ""'5" to this Affidavit (the "Confidential Exhibit") contains the

following information:
(a)  the names and job titles of the Key Employees;
(b)  the Key Employees' annual salary and bonus amounts;

(©) for each Key Employee, the amount of bonus and salary increase that is currently

outstanding and unpaid; and

(d)  the amount of Retention Payments and Incentive Payments that may become

payable to each Key Employee.

22.  Ibelieve that the information in the Confidential Exhibit is private and confidential, and
its disclosure would be detrimental to Glenogle and its ability to successfully
restructure, as well as to the interests of the Key Employees. Accordingly, Glenogle is
requesting that the Confidential Exhibit be sealed on the Court file.

23, Glenogle is seeking a court-ordered charge, to secure Glenogle's obligations under the
KERP, for the benefit of the Key Employees (the "KERP Charge"). Glenogle
proposes that the Interim Lender's Charge rank first, and the KERP Charge rank

gecond.
STAY EXTENSION

24.  Since the filing of the NOI, Glenogle and its management team have been working
diligently and in good faith with the Proposal Trustee, and in consultation with HSBC,
to work towards a restructuring and to be in a position to be able to formulate a
proposal to its creditors, but Glenogle needs an extension of the Filing Period to

complete the proposal.

25.  As aresult of the NOI, Glenogle must file a proposal on or before June 15, 2020 (the
"Filing Period"), unless an extension is granted. Despite Glenogle's diligent and good

faith efforts, no proposal is currently ready for submission to creditors.
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26.  Accordingly, Glenogle requires an extension of time for making the proposal and an
extension of the stay of proceedings. An extension of the Filing Period by 45 days will

allow Glenogle to continue to work with its stakeholders to develop a proposal.
27.  Inmy view, an extension of the Filing Period is apptopriate, because:
(@)  Glenogle has acted and continues to act in good faith and with due diligence;

(b)  Glenogle will likely be able to make a viable proposal if the extension of the
Filing Period is granted; and

(¢)  the extension of the Filing Period will not materially prejudice any of Glenogle's

creditors.

28. To date, I have not been made aware of any creditor of Glenogle intending to object to

an extension of the stay of proceedings and the time for filing a proposal.

29. I make this Affidavit in support of Glenogle's Application to extend the stay of
proceedings and the time for filing a proposal by an additional 45 days, and for certain

other ancillary relief, and for no improper purpose.

30.  Tam not physically present before the Commissioner for Oaths to affirm this Affidavit,
but am linked with the Commissioner for Oaths utilizing video technology. The process
for remote commissioning of affidavits specified in Notice to the Profession and Public
NPP#2020-02 dated March 25, 2020 is being followed. T undertake to send this signed

affidavit with its exhibit electronically to the Commissioner for Oaths.

SWORN BEFORE ME at Calgary, Alberta,
this_ 1| day of June 2020.

(A

Commissioner for Oaths in and for the
Province of Alberta

CHRIS SIMARD 2’

Barrister and Solicitor

JAMIE BLA )

e T S N A T
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THIS IS EXHIBIT "1 REFERRED TO
IN THE AFFIDAVIT OF JAMIE BLAIR
SWORN THE DAY OF JUNE, 2020.

of ¢

Chris Simard, Notary Public in and for the

Province of AlbertéH RIS SIMARD
Barrister and Soligitor




THIS IS EXHIBIT "2" REFERRED TO
IN THE AFFIDAVIT OF JAMIE BLAIR
SWORN THE __{( DAY OF JUNE, 2020.

Of &

CHRIS SIMARD
NOTARY PUBLIC
PROVINCE OF ALBERTA

CHRIS SIMARD

Barrister and Solicitor



ACCOUNT TRUST AGREEMENT
THIS AGREEMENT is made as of the 22nd day of May, 2020

BETWEEN:

GLENOGLE ENERGY INC., a corporation incorporated
putsuant to the laws of the Province of Alberta (the "Nominee")

- and -

WOODRUSH ROYALTY ULC, a corporation incorporated
pursuant to the laws of the Province of Alberta, (the "Beneficial
Owner"),

WHEREAS the Nominee and the Beneficial Owner have entered into a Funding and
Participation Agreement made as of December 20, 2019 (as may be amended, restated,
supplemented or otherwise modified from time to time, the "Funding Agreement");

AND WHEREAS pursuant to the Funding Agreement, the Beneficial Owner is responsible for
paying an amount equal to the Beneficial Owner's Participating Percentage of the Actual Costs
associated with an Accepted JV Well (the "Participating Funds");

AND WHEREAS the Participating Funds are beneficially owned by the Beneficial Owner and
deposited by the Beneficial Owner in a bank account maintained by the Nominee at HSBC Bank
Canada, as more particularly described in Schedule "A" hereto (the "Account"), for the exclusive
purpose of paying the Beneficial Owner's Participating Percentage of the Actual Costs associated
with an Accepted JV Well, in accordance with the Funding Agreement;

AND WHEREAS the parties hereto wish to enter into this Agreement to, infer alia, evidence the
beneficial ownership of the Beneficial Owner in the Participating Funds;

NOW THEREFORE for good and valuable consideration, the receipt of which is hereby
acknowledged, the Nominee and the Beneficial Owner hereby acknowledge and agree as
follows:

1. Capitalized terms used herein, including the recitals, and not otherwise defined, have the
meanings attributed to them in the Funding Agreement.

2. The Nominee hereby acknowledges and confirms that it holds the Participating Funds in
the Account as a nominee and bare trustee for the sole use and benefit of the Beneficial
Owner.

3. The Nominee shall not mortgage, sell, transfer, assign or otherwise encumber the
Participating Funds or the Account or do any other act in relation to the Participating
Funds or the Account except in accordance with the Funding Agreement.

4. All income, revenues and other benefits from the Participating Funds accruing after the
date hereof, which are received by the Nominee as a result of such Participating Funds
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10.

11.

12.

-

being held in the Account, shall be held in trust by the Nominee for the Beneficial Owner
and shall be remitted by the Nominee to the Beneficial Owner or as the Beneficial Owner
otherwise directs in accordance with the Funding Agreement.

The Nominee shall forward to the Beneficial Owner, or as the Beneficial Owner
otherwise directs, all notices, invoices, statements, data and information relating to the
Participating Funds as soon as reasonably possible after receipt thereof by the Nominee.

The Nominee shall make no use whatsoever of the Participating Funds other than, at the
request of the Beneficial Owner and in accordance with the Funding Agreement,
transferring the Participating Funds to one or more third parties designated from time to
time by the Beneficial Owner in satisfaction of the Beneficial Owner's Participating
Percentage of the Actual Costs associated with an Accepted JV Well, provided that the
Nominee will not be required to do anything contrary to law and the Nominee may, at its
discretion, request the Beneficial Owner to indemnify and save harmless the Nominee
from and against all losses, costs, claims and damages which the Nominee may suffer,
sustain, pay or incur as a consequence of holding the Participating Funds as a nominee
and bare trustee for the benefit of the Beneficial Owner.

No provision of this Agreement may be amended verbally and any such amendment may
only be made by way of an instrument in writing signed by both the Nominee and the
Beneficial Owner.

Except as otherwise expressly provided herein, all notices, advices, requests and demands
hereunder shall be made in accordance with the provisions of Section 23.1 of the Funding
Agreement.

This Agreement shall be binding upon, and enure to the benefit of, each of the parties
hereto and their respective successors and permitted assigns.

This Agreement, together with the Funding Agreement, constitutes the whole and entire
agreement between the parties and cancels and supersedes amy prior agreements,
undettakings, declarations and representations, written or verbal, in respect of the subject
matter of this Agreement.

The parties agree that this Agreement is conclusively deemed to be made under, and for
all purposes to be governed by and construed in accordance with, the laws of the
Province of Alberta and of Canada applicable therein. There shall be no application of
any conflict of law or other rules which would result in any laws other than internal laws
in force in the Province of Alberta applying to this Agreement.

This Agreement may be executed in any number of counterparts and by different parties
hereto on separate counterparts, each of which when executed and delivered shall
constitute an original and each of which may be delivered by facsimile, e-mail or other
functionally equivalent electronic means of transmission, but all counterparts shall
together constitute one and the same instrument.

[Signature page follows]
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IN WITNESS WHEREOF the partics have caused this Agrecment to be duly exceuted as of the

date and year first above written.

Agreed to and acknowledged by:

WSLKGAL:0GLGI0.0001 32474410 1]

GLENOGLE ENERGY INC.

ST
Per:

Name: James B, Tair
Title: Frosiiant & CEO
Glerngle Energy Ine,

WOODRUSH ROYALTY ULC

Per: %MW

Name: Laurance Narbut
Title: Director

HSBC BANK CANADA

e Z//L/(,S»“ -~
Per: C

Name: Natalie Coates
Title: AVP Loan Management Unit

v LY [

Name: Marshall Curtis
Title: Country Head Loan Management Unit



Schedule "A"

Account Name

Bank

Transit

Account

Glenogle Energy Inc.

HSBC Bank of Canada - 016

10149

104693-002
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THIS IS EXHIBIT "3" REFERRED TO
IN THE AFFIDAVIT OF JAMIE
BLAIR SWORN THE _|(_DAY OF
JUNE, 2020.

cd

CHRIS SIMARD
NOTARY PUBLIC
PROVINCE OF ALBERTA

CHRIS SIMARD

Rarrister and Solicitor
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THIS IS EXHIBIT "4" REFERRED TO
IN THE AFFIDAVIT OF JAMIE
BLAIR SWORN THE [( DAY OF

JUNE, 2020, %_ﬂ/ //

CHRIS SIMARD
NOTARY PUBLIC
PROVINCE OF ALBERTA



HSBC
BJ Comments; June 10, 2020

June [e], 2020

Glenogle Energy Inc./Glenogle Energy Limited Partnership
1400-444 5th Avenue S.W.
Calgary, AB T2P 278

Attention: James Blair, President and CEO Dear Sir

We refer to the facility letter with schedules dated May 30, 2018 as amended to the date hereof between
HSBC Bank Canada (the “Bank”) and Glenogie Energy Inc. (the “GP") (collectively called the *Original
Facility Letter”). Glenogle Energy Limited Partnership and the GP have requested and the Bank has
agreed to continue to provide financing during the proposal proceedings initiated by the Borrowers under
the Bankruptey and Insolvency Act (Canada) the (“BIA™) on May 14, 2020 (the “NOI Proceedings”) and
provide interim financing pursuant to the BIA, with the assistance of the licensed trustes appointed in the
NOI Proceedings, Emst & Young Inc. (the “Proposal Trustee”), and approved by the Court, such financing
to be provided in accordance with the terms and conditions set out herein and the Interim Facility Order.
As interim financing, the Bank has agreed to provide the Interim Financing Facility (as hereinafter defined)
and amend certain terms and conditions of the Original Facility Letter all as more particularly set out below
in order to fund certain obligations of the Borrowers (as hersinafter defined) during the NOI Proceedings.

BORROWERS

Glenogle Energy Limited Partnership and the GP (together the “Borrowers” and each a ‘Borrower”), acting
jointly and severally subject to and in accordance with the terms of the Interim Facility Order.

CREDIT FACILITIES

The following credit facilities (collectively referred to as the “Credit Facilities”) are authorized subject to
the satisfaction of all terms and conditions in this Facility Letter. The Borrowers are sometimes collectively
referred to as “Credit Parties” and individually as “Credit Party”. '

1. Operating Loan Facility

1.1 Amount

Demand operating revolving loan facility (“Operating L.oan Facility”) available by way of any of the types
of advances and other credit described in Section 1.3 (below) up to but not exceeding in aggregate (for all
such types of advances and other credit) CAD$54,300,000, subject to the Maximum Limit. For certainty,
the Interim Financing Facility (as defined below) shall be non-revolving.

1.2 Purpose

To assist in financing the day-to-day operating requirements of the Borrowers,

1.3 Availabilit

Loan advances and other credit under the Operating Loan Facility (“Operating Loans”) are available
subject to the Maximum Limit (except in respect of the Interim Financing Facility) as follows:

WSLEGAL\061640100013\24889686v2
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(a) CAD account overdraft up fo an aggregate principal amount not exceeding
CAD$52,000,000 (“CAD Overdraft Loans");

(b) LGs up to an aggregate amount of CAD$1,000,000 (the “LG Limit"), in each case for a

maximum term of one year to finance the day to day operations of each Borrower through
the issuance by the Bank of lefters of guarantee, standby letters of credit, petrformance

under an LG in Canadian Dollars and not immediately reimbursed by such Borrower to the

Bank shall accrue, calculated monthly in arrears accruing daily at the Bank’s Prime Rate

plus 4.75% per annum:

(i At the time of issuance by the Bank of each Financial LG (including at the time of
issuance of any renewal or replacement Financial LG, following maturity or expiry
of a Financial 1L.G), a fee equal to 3.75% per annum calculated against the face
armount and over the term of the Financial LG:;

(ii} At the time of issuance by the Bank of each Performance LG, 3 fee aqual to
1.875% per annum calculated against the face amount and over the term of the
Performance L.G; and

© MasterCard Facility

{ Amount
Up to CAD$20,000 (the “MC Facility”).

(i) Purpose
To provide business expense cards for employees of the Borrowers.

(i) Availability

The terms of the MG Facility shall be offered to the Borrowers by the Bank in the
form of a MasterCard Agreement.

(iv) Fees

The Borrowers shall pay the Bank’s fees in respect of the MC Facility as set out in
the MasterCard Agreement. ’

(v) Repayment

Amounts due under the MC Facility shall be repayable in accordance with monthly
statements delivered to the Borrowers as provided by the MasterCard Agreement.

(d) Interim Financing Facility

M Amount and Availability
WSLEGALNG61640000013124839686v2
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Senior secured superpriorty debtor-in possession, interim, non-revolving, CAD
account overdraft up fo an aggregate principal amount not exceeding
CADS$2,300,000 (“Interim CAD Overdraft Loans") (the “Interim Financing
Facility”).

(i) Purpose

The Borrowers shall use the proceeds of the Interim Financing Facility solely for
the following purposes, in each case in accordance with the Interim Facility Order:

(A) to pay (i) the reasonable and documented expenses of the Bank in
accordance with Section 1.8 and Section Il of Schedule A hereof; and (in)
the reasonable and documented expenses of the Proposal Trustee and its
legal counsel;

(B) to pay the fees and interest owing to the Bank under this Facility Letter
and other Loan Documents:

) to assist in financing the day-to-day operating requirements of the
Borrowers, in accordance with the Cash Flow Forecast:

)] to pay costs and expenses in connection with the NOI Proceedings as
approved by the Bank, acting reasonably; and

(E) to otherwise implement and complete the restructuring in the NOI
Proceedings.

The Borrowers shall ensure that the amounts advanced and outstanding (including liabilities in respeact of
LGs) under the Operating Loan Facility shall at no time exceed the amount of each of the available credit
sub-limits set out above and that, other than during the NOI Proceedings, the aggregate of all such
advances and credits outstanding at no time exceeds the Maximum Limit in the applicable currency.

No Proposal sanctioned by the Court shall discharge or otherwise affect in any way any of the liabilities,
indebtedness and obligations of the Borrowers hereunder, other than after the permanent and indefeasible

payment in cash to the Bank of all liabilities, indebtedness and obligations of the Borrowers on or before
the date the Proposal is implemented,

1.4 Repayment

their respective counsel) where the reason for such demand is & breach of a covenant hereunder by a
Borrower, a misrepresentation by a Borrower or where a Borrower is otherwise in default hereunder and

1.5 Interest

Until demand for payment is made by the Bank, interest on the outstanding principal balance of all Loans
and other credit advanced underthe Operating Loan Facility shall, unless otherwise provided, be calculated
and payable as follows:

WELEGALG 1640\0001 3\24889686v2 5—\
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(a) for CAD Overdraft Loans under the Operating Loan Facility (which for certainty excludes
Interim CAD Overdraft Loans under the Interim Financing Facility), the Bank’s Prime Rate
plus 2.75% per annum calculated monthly in arrears on the daily balance, payable on the
last Business Day of each month, provided that such interest shall accrue but shall not be
payable during the continuance of the NOI Proceedings: and

(b) for Interim CAD Overdraft Loans advanced under the Interim Financing Facility, the Bank’s
Prime Rate plus 4.75% per annum calculated monthly in arrears on the daily balance
payable on the last Business Pay of each month,

H

1.6 Fees
The Borrowers shall pay to the Rank:

(2) an administration fee of CAD$250, payable on the first Business Day of each month with
respect to the previous month;

)] at the time of issuance of each LG under the Operating Loan Facility, a fee equal to 3.75%
per annum, calculated against the face amount and over the term of the LG,

{¢) a standby fee equal to 0.30% per annum of the daily unutilized portion of the Maximum
Limit available under the Operating Loan Facility calculated monthly in arrears on the last
Business Day of each month and payable on the first Business Day of the following month;
and

(d) annual review fee of 0.15% of the maximum amount of the Operating Loan Facility at the
time of renewal, payable on an annual basis.

1.7 Existing Loans under Original Facility | etter

Existing “Operating Loans” under and as defined in the Original Facility Letter shall be deemed to be
outstanding as Operating Loans issued at the request of the Borrowers under the Operating Loan Facility
under this Facility Letter, Each "LG" under and as defined in the Original Facility Letter shall be deemed to
be an LG issued at the request of the Borrowers under the Operating Loan Facility under this Facility Letter,

2. Capiial Leasze Facility

2.1 Amount
CAD $1,211,015 in term leases outstanding (the “Lease Facllity”).

2.2 Purpose

To assist in financing the acquisition of facilities, compressors and other related production infrastructure
assets by the Borrowers,

23 Avalilabllity

Subject to availability, the terms of each lease (a“Lease”) under the Lease Facility will be set out ip an offer
by the Bank’s Leasing Department to the Borrowers and shall be subject to the Borrowers entering info a
master lease agreement with the Bank (“Lease Agreements”).

WSLEGALA61640\00013\24889686v2 ﬁ‘
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24 Repavment

Payments under the Lease Facility shall be determined with respect to each Lease at the time of the offer
by the Bank's Leasing Department, subject to the Bank's unfettered rights of demand for accelerated
payment at any time. Notwithstanding the payment terms set forth In any Lease Agreement, (i) monthly

Date” (as defined in the Lease Agreements) for a period of 4 months and accordingly, the term of each
Lease shall be extended by 6 months. For greater certainty, interest shall continue to accrue in accordance
with the terms of the Lease Agreements and be payable on the terms set forth in any such Lease on all
outstanding amounts.

2.5 Interest and Fees

Interest shall be payable in accordance with the terms of the Lease Agreements,

2.6 Existing Leases under the Capital Lease Facility

Existing “Leases” and “Lease Agreements” under and as defined in the Original Facility Letter shall be
deemed to be Leases and Lease Agreements issued at the request of the Borrowers under the Capital
Lease Facility under this Facility Letter,

3. Loan Documents
3.1 Loan Documents

The liability, indebtedness and obligations of the Borrowers under all of the Credit Facilities shall be
evidenced, governed and secured, as the case may be, by the following documents (which, together with
any other loan or security documents required by this F acility Letter, are referred to collectively as the “Loan
Documents”) completed in a form and manner satisfactory to the Bank:

Praviously provided by the GP and held by the Bank;
(a) General Security Agreement executed by the GP, dated June 15, 20089;

{b) First Fixed and Floating Chgrge Demqnd Debenture in the amount of CAD$75,000,000

(c) assignment/endorsements by the GP to the Bank of all risk insurance (including extended
coverage endorsement) in amounts and from an insurer acceptable to the Bank, on all of
the GP's real and personal property including, without fimitation, lands, buildings,
equipment and inventory owned by the GP, showing the Bank as first loss payee by way
of standard mortgage endorsement, such policy to include business interruption lost profit
and public liability insurance: and

() environmental agreement and indemnity executed by the GP, dated June 15, 2009;

(the Security Documents listed in subparagraphs (a) and (d) above are hereinafter sometimes referred to
as the “Existing Security Documents”),

To be provided by the Borrowers to the Bank:

WSLEGAL(@)1610\0ap semiBpiation respecting the Existing Security Documents; 7
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03] a Supplemental Debenture including an updated land schedule of the Borrowers;
(o) Current Account Overdraft Agreement; and

(h) such other documents as the Bank may reasonably request from time to time including in
order to register or otherwise perfect the documents listed above.

The liability, indebtedness and obligations of the Borrowers under the Interim Financing Facility shall be
evidenced, governed and secured by the Interim Facility Charge and, upon request of the Bank, the
Borrowers shall enter into such additional security documentation as the Bank may reasonably request,
The Bank may require or proceed with the execution, filing or recording of registrations or financing
statements.

in addition, prior to any advances under the Lease Facility, the Borrowers will be required to execute and
deliver the Lease Agreements to the Bank.

4, Conditions Precedent

In addition to the conditions precedent set out in the attached Schedule A, the effectiveness of this Facility
Letter and to the continued availability of the Credit Facilities is subject to the satisfaction by the Bank of
the following conditions precedent:

(a) that the Bank shall have received in form and content satisfactory to the Bank the Fagcility
Letter and the other Loan Documents, duly authorized, executed and delivered, and, as
relevant, duly registered;

(b) confirmation that each Borrower is in compliance with each of the terms and conditions of
the Facility Letter;

(c) the Bank shall be satisfied with (i) the Cash Flow Forecast, (ii) that there has been no
material damage or destruction to any of the Collateral, nor any material depreciation in
the value thereof; and (ii)) the Borrowers' operations comply, in all material respects, with
applicable health ang safety, environmental, labour and other applicable laws and
regulations;

() the Bank (or its counsel) shall have had a reasonably opportunity to review advance coples
of, and shall be reasonably satisfied with, all material documents to be filed in respect of
the Interim Facility Order;

(&) the Court shall have issued and entered the Interim Facility Order substantially in the form
reasonably acceptable to the Bank (and its counsel), which shall include the grant by the
Court of the Superpriority charge in favour of the Bank {the "Interim Facility Charge”) on

principal, interest, fees, indemnities and expenses owing to the Bank as set out herein and
providing, among other things, that the Interim Facility Charge shall have priority on the
Collateral over all other Liens, other than Permitted Encumbrances, and such Interim
Facility Order shall not have been stayed, vacated or otherwise amended, restated or
modified in any manner, without the written consent of the Bank;

®H the Bank (or its counsel) shall be satisfied that (i) the entering into of this Facility Letter and
the other Loan Documents, the granting of the Interim Facility Charge, and the
consummation hereby has been approved by the Borrowers: and (i) service has been
effected on a list of parties acceptable to the Bank;

WSLEGAL\061640\00013\24880686v2 2/
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(h)

(i

(k)

upon entry of the Interim Facility Order, the Borrowers shall have obtained all
governmental, regulatory and third party approvals required o be obtained to permit i to
enter into the transactions contemplated by the terms hereof:

no default shall have occurred or will oceur as a result of any requested advance, and the
representations and warranties of the Borrowers shall be true and correct in all material
respects;

since the Filing Date there shall have not occurred any payment, prepayment, redemption,
purchase or exchange of any pre-filing indebtedness or equity or exchange of any pre-filing
indebtedness or equity or amendment or modification of any of the terms thereof, except
as permitted by the Interim Facility Order:

the Bank shall have valid and perfected superpriority fiens on the Collateral pursuant to the
Interim Facility Order and the Interim Facility Charge granted thereby, and there shall be
no Liens, other than Permitted Encumbrances, ranking in priority to the Interim Facility
Charge over the property and assets of the Borrowers; and

all reasonable and documented expenses (including all reasonable and documented legal
fees and expenses) of the Bank incurred in connection with the Facility Letter (to the extent
invoiced prior to the applicable funding date) shall have been paid in full and to the extent
required under Section Il of Schedule A (which expenses may be deducted from any
advance under the Credit Facilities.

5, Covenants and Conditions

(a)

Without limiting the Bank’s right to demand repayment of any outstanding amounts, each
Borrower covenants and agrees with the Bank that, so long as any indebtedness, liability
and obligations of such Borrower to the Bank remain outstanding, it shall not, without the
prior written consent of the Bank:

() except for Permitted Encumbrances, grant or allow any lien, charge, security
interest, privilege, hypothec or other encumbrance, whether fixed or floating, o be
registered against or exist on any of its assets and in particular, without limiting the
generality of the foregoing, shall not grant a trust deed or other instrument in favour
of a trustee;

(i) become guarantor or endorser or otherwise become liable upon any note or other
obligation;

i) borrow money, obtain credit or incur additional funded indebtedness {other than
pursuant to the Credit Facilities);

(iv) declare or pay dividends on any class or kind of its shares, repurchase or redeem
any of its shares or reduce its capital in any way whatsoever or repay any
shareholders’ advances:

(v) amalgamate with or permit all or substantially all of its assets to be acquired by
any other person, firm or corporation or permit any reorganization or change of
control of such Borrower:

(vi) permit any property taxes or strata fees to be past due at any time, other than
property taxes stayed in connection with the NO| Proceedings;

WSLEGAL\061640\00012\24889686v2 Bf
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(vii)  after the date hereof, purchase any additional insurance, including “tail” insurance
in respect of any director or officer of any Borrower without the prior written consent
of the Bank;

(viii)  challenge or fail to support the Liens and claims of the Bank;

(ix) use the proceeds of the Credit Facilities for any purpose other than those permitted
under Saction 1.2 or Section 1.3(d)(ii), as applicable;

(x) seek, obtain or support any Court Order or any material change, amendment or
modification fo any Court Order affecting the Bank, except with the prior written
consent of the Bank;

() seek fo obtain, or consent to or fail to Oppose a motion brought by any other Person
for, approval by the Court of any transaction;

(xif) transfer, lease or dispose of all or any material part of its property, assets or
undertaking outside the normal course of business, except as such asset sales or
dispositions as are permitted pursuant to the Interim Facility Order, and in any
event on notice to the Bank;

(xii)  without the approval of the Court or the prior written consent of the Bank in its sole
discretion, cease to carry on business or activities or any material component
thereof as currently being conducted or modify or alter in any material manner the
nature and type of their operations or business;

(xiv)  except to the extent agreed to by the Bank, take any steps that would cause the
Bank to be an affected creditor in the Proposal Proceedings, or that would cause
the rights or remedies of the Bank under this Facility Letter, the Loan Documents
or applicable law to be subject to any compromise or arrangement under any
Proposal;

(xv) execuie any documents that would materially and adversely affect the rights of the
Bank;

(xvi)  Terminate any key employees included in the KERP, except with the consent of
the Bank, which consent not to be unreasonably withheld or delayed: or

(xviiy  implement any employee retention program, other than the KERP, or seek o
obtain, or consent to or fail to oppose a motion brought by any other Person for,
approval by the Court of any charge in respect of any key employee retention
program, other than the KERP Charge;

(b) The Bank shall have the right to waive the delivery of any Security Documents or the
performance of any term or condition of the Facility Letter, and may advance all or any
portion of the Loans prior to satisfaction of any of the Conditions Precedent, but waiver by
the Bank of any obligation or condition shall not constitute a waiver of performance of such
obligation or condition in the future;

(c) All financial terms and covenants shall be determined in accordance with generally
accepted accounting principles, applied consistently,

(d) If the amount outstanding under any Loan in Canadian Dollars plus the Canadian Dollar

Equivalent of the amount outstanding under any Loan in a currency other than Canadian
WSLEGAL\061640\00013\24889686v2
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Dollars at any time exceeds the amount authorized under that Loan, the Bank may, from
time to time, in its sole discretion:

0] limit the further utilization of that L.oan;

(i) convert all or part of the amount outstanding under that Loan to Ganadian Dollars
in which event, interest shall accrue and be paid on such converted amounts at
the rate set out in the Facility Letter for Canadian Dollar advances accruing interest
with reference to the Bank's Prime Rate. If no such rate is set out in the Facility
Letter, interest shall accrue on the amount so converted at the Bank’s Prime Rate
plus 3% per annum, compounded monthly and payable on the last day of each
month, both before and after demand, maturity, default and judgment, until paid:

i) require the Borrowers to pay off the excess:
(&) The Borrowers shall jointly and severally indemnify the Bank against any loss incurred by

it as a result of any judgment or order being given or made for the payment of any amount
due under the Facility Letter or the Security Documents, where:

0] such judgment or order is expressed and paid in a currency (the “Judgment
Currency”)
(i) other than the currency of an outstanding loan (the “Loan Currency"); and

(iif) there is a variation between:

A the rate of exchange at which the Loan Currency amount is converted into
the Judgment Currency for the purposes of such judgment or order, and

(B)  the rate of exchange at which the Bank is able to purchase the Loan
Currency with the amount of the Judgment Currency when actually
received by the Bank.

The foregoing indemnity shall constitute a separate and independent obligation of the
Borrowers and shall apply irrespective of any indulgence granted to the Borrowers from
time to time, and shall continue in full force and effect notwithstanding any such judgment
or order as aforesald. The term “rate of exchange” shall include any premiums and costs
of exchange payable in connection With the purchase of, or conversion into, the relevant
currency;

0] Each Borrower agrees to give the Bank written notice of any of the following events as
soon as possible and in any event within 5 Business Days of the occurrence thereof:

(M any litigation, proceeding or dispute affecting such Borrower which if adversely
adjudged, mediated or arbitrated could reasonably be expected to constitute a
Material Adverse Change;

(ii) any representation and warranty given by such Borrower to the Bank being false
or misleading;

(iif) any notice from any Governmental Authority with respect to any violation, possible

violation, non-compliance or possible non-compliance or claim which constitutes
or could reasonably be expected to constitute a Material Adverse Change;

>
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{iv) any claim or action made or taken by a creditor of such Borrower with respect to
debt exceeding $500,000 with respect to an actual or alleged default; and

(v) copies of all motions or applications and other documents that the Borrowers
intend to file with the Court at least 5 Business Days prior to the date on which the
Borrowers file such documents in order to permit the Bank to satisfy itself that such
document is not materially prejudicial to the Bank.

(e)] Each Borrower shall give the Bank at least 5 Business Days prior notice of any proposed
change of name by such Borrower and any proposed change in governing jurisdiction or
location of such Borrower;

(h) The Borrowers covenant and agree with the Bank that, so long as any portion of the Loans
or any indebtedness or liabilities of the Borrowers under this Facility Letter remain
outstanding, the Borrowers shall be subject to, and comply with, the following covenants
and conditions:

(i to permit the Bank to undertake, at least annually, a review of the Borrowers’ oil
and gas propetties evaluated in an independently prepared economic and reserve
evaluation report (the * Engineering Report”) Which shall be provided by the
Borrowers, annually, within 120 days of the Borrowers’ then current fiscal year-
end, for the proposes of reviewing the Borrowing Base. To assist in such reviews,
the Borrowers will provide to the Bank operating statements and such other
technical information with respect to the properties being reviewed as the Bank
may reasonably request. The next annual review is to occur on or before June 30,
2020;

Each review of the Borrowing Base shall be made by the Bank in its sole discretion
and shall be effective upon written notice of such review to the Borrowers. As of
the date hereof, the Bank has determined the Borrowing Base to be $36,400,000;
notwithstanding the amount of the Borrowing Base, the Bank shall not demand the
shortfall from the Borrowers during the NOI Proceedings; and

(i) To permit the Bank to undertake semi-annual reviews of the Borrowing Base by
November 30 of each year;

® The Borrowers covenant and agree to comply with the provisions of the Interim Facility
Order and all other orders of the Court entered into in connection with the NOI Proceedings
(collectively, the "Court Orders” and each a “Court Order"),

() The Borrowers covenant and agree to pay prompily when due all amounts that the
Borrowers are permitted or required to pay under any Court Order to the extent provided
for in the Cash Flow Projections:

(k) The Borrowers covenant and agree to cooperate fully with the Proposal Trustee, provide

the Proposal Trustee with access to all books, records and personnel of the Borrowers and
make available to the Proposal Trustee any senior officers, directors or employees of the
Borrowers required by the Proposal Trustee to carry ouf its duties;

)] The Borrowers covenant and agree to conduct all activities and make all expenditures in a
manner consistent with the Cash Flow Projections:

{m) The Borrowers covenant and agree to deposit all revenues of the Borrowers or proceeds

of sale of any property into an account of the Bank.
WSLEGAL\061640000013\24889686v2 5
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8. Reporting Reguirements

The continued availability of the Credit Facilities is subject to the Borrowers delivering to the Bank the
following reports in a form and on a frequency acceptable to the Bank as advised by the Bank from time to

time:

(@)

(b)

(©)

(d)

(e
®

Monthly, within 60 days of each calendar month end:

® an internally-prepared income statement and balance sheet for the Borrowers; and
(i) leaise operating statements.

Quarterly, within 45 days of each quarter end:

(i Certificate signed by Borrowers' executive management confirming Borrowers’
production levels, pricing received , volumes hedged, and capex spent.

Annually, within 120 days of the Borrowers’ fiscal year end:

0] an Engineering Report, including engineering reserves evaluation to be provided
by GLJ Petroleum Consultants (or another consultant acceptable to the Bank,
acting reasonably) evidencing, among other things, the proven developed
producing reserves of the Borrowers:

(i) audited financial statements for the Borrowers; and

(i) management prepared pro forma financial statements including cash flow budget
and capital expenditure budget.

Semi Annual Engineering Update. On or prior to September 30 of each vear, a written
update to the engineering and reserves information provided in the Engineering Report
previously delivered pursuant to Section 8(c)(i), effective as of June 30 of such year, or
such other date as the Borrowers and the Bank may agree on, prepared by the internal
engineering staff of the Borrowers; such update to include such updated reserve
information and other information and otherwise to be in form and substance as may be
required by the Bank,

Such additional financial statements and information as and when requested by the Bank.

Weekly updates on all material developments in the Proposal Proceedings, any claims
process and generally with respect to the property, business and affairs of the Borrowers.

With the assistance of the Proposal Trustee, keep the Bank informed on a bi-weekly basis
of the cash flow requirements of the Borrowers by providing cash flow and cash
requirement projections together with actual cash flow results from the prior two (2) weeks,
comparing the forecast to actual cash receipts and expenditures for each line item therein,
in a form consistent with the 13 Week Cash Flow Projections and in form and content
satisfactory to the Bank, which projections will be provided by no later than 5:00pm
(Calgary time) on the second Thursday following each bi-weekly period end (individually,
a "Cash Flow Projection”, and collectively, the “Cash Flow Projections”), together with
a memorandum in writing from a senior officer of the GP explaining any changes in the
actual cash flow from the previous Cash Flow Projections.

WSLEGAL\061640\00013\24889686v2 %‘
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This Facility Letter and each other Loan Document may be executed in one or more counterparts, each of
which when so executed when taken together shall constitute one and the same agreement. Delivery of an
executed counterpart of this Facility Letter or other Loan Document by facsimile or by Electronic
Communication shall be as effective as physical delivery of an original counterpart signed manually.

This Facility Letter (and each other Loan Document) may be signed by handwritten signature or
electronically by using technology acceptable to the Bank. To evidence execution of this Facility Letter (or
any other Loan Document), each Borrower, as applicable, must deliver and return to the Bank an executed
copy of each with the original handwritten signatures of such Borrower's duly authorized signatories (or
Electronic Signatures of such signatories if so permitted by the Bank) by physical delivery, or if so permitied
by the Bank, by facsimile, email or other electronic delivery or transmission and such transmission shali
constitute delivery of an executed copy of the Facility Letter or other relevant Loan Document. f a Credit
Party uses an electronic signature to indicate its agreement, it shall ensure that its electronic signature is
attached to or associated with this Facility Letter (or such other Loan Document). The words “execution’,
‘execute’, “signed”, “signature’, and words of like import in or related to any document to be signed in
connection with this Facility Letter and the transactions contemplated hereby shall be deemed to include
electronic signatures or the keeping of records in electronic form, each of which shall be the same legal
effect, validity or enforceability as a manually executed signature or the use of a paper-based recordkeeping
system, as the case may be, to the extent and as provided under applicable law.

8. Notices

Any notice, request or other communication which the Bank, the Borrowers may be required or may desire
to give to the other party(ies) for purposes of this Facility Letter shall be in writing and may be sent either
by electronic transmission (facsimile or email), or hand delivery or first class registered mail postage prepaid
to the addresses below. Any such notice, request or other communication shall be deemed to have been
effectively given, made and received: (i) when transmitted with receipt confirmed in the case of electronic
transmission if such transmission was made on or before 5:00 p.m. (Toronto time) on that Business Day,
failing which it shall be deemed to have been effectively given, made and received on the next following
Business Day, (i) when received if sent by hand delivery on or before 5:00 p.m. (Toronfo time) on a
Business Day, failing which it shall be deemed to have been effectively given, made and received on the
next following Business Day, or (iii) five (5) days after deposit in the mail if so mailed, but any notice, request
or other communication to be given or made during a strike, lock-out or other labour disturbance at the post
office or during an actual or threatened interruption in the mail service shall be hand delivered or sent by
electronic transmission and not mailed, Any party hereto may change the address to which all notices,
requests and other communications are to be sent to it by giving written notice of such address change to
the other parties in conformity with this paragraph, but such change shall not be effective uniil notice of
such change has been received by the other parties. The addresses of the parties for the purposes hereof
shall be:

If to the Borrowers, addressed as follows:

Glenogle Energy Inc./Glenogle Energy LP

1400, 444-5' Avenue SW, Calgary, Alberta T2P 2T8
Attention: James Blair, President & CEO Glenogle Energy Inc.
Email:

If fo the Bank, addressed as follows:

HSBC Bank Canada
3" Floor, 2910 Virtual Way, Vancouver BC V5M 082
Attention: Paul Irving, Vice-President, Loan Management Unit and Natalie Coates, Assistant Vice-

WSLEGAL\06165‘0\0005(@1%@%%2'“03“ Management Unit
Email: and
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9, Lapse and Cancellation

This Facility Letter shall, at the option of the Bank, expire, and be of no further force and effect if an initial
advance of credit under the Credit Facility has not been made within sixty (60) days of the date of this
Facility Letter.

Credit Facilities under this Facility Letter are uncommitted and, notwithstanding any other provision of this
Facility Letter, the Bank may, at any time, in its sole discretion on notice to the Borrowers: (i) terminate the
Borrowers' right to make requests for credit or advances under the Credit Facilities; (ii) even if the Bank
has not terminated the Borrowers’ right to request credit or advances under the Credit Facilities, decline
any request for credit or advances under the Credit Facilities and refuse to honour any cheques or other
payment items; (iii) subject to Section 1.4, demand repayment of all outstanding indebtedness and liability
of the Borrowers at any time, all upon such notice and otherwise in accordance with applicable law as the
Bank may determine.

10. Schedules

Each of the following Schedules and Appendices attached hereto comprise part of the Facility Letter:

Schaedule A - Definitions and Additional Terms and Conditions

11. Language Choice

The parties hereto have requested that this Facility Letter and any document relating thereto be drafted in
English. Les parties aux présentes ont exigé que cette et tout document y afferent soient rédigés en anglais.

WSLEGAL61640000013\24889686v2
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12. Acceptance

The offer of credit upon the terms and conditions contained in this Facility Letter may be accepted by the
Borrowers signing, dating and delivering a copy of this Facility Letter to the Bank by 6:00 p.m. local time on
June [e], 2020 Failing such acceptance and delivery to the Bank, this offer shall be of no further force or
effect,

Yours truly,
HSBC BANK CANADA
Per: Per:
Paul Irving Natalie Coates
Vice President, Loan Management Assistant Vice President, Loan
Unit Management Unit

The undersigned hereby acknowledge and agrees to the terms and conditions of this Facility Letter this

day of , 2020.
BORROWER
GLENOGLE ENERGY LIMITED
BORROWER PARTNERSHIP, by its general partner,
GLENOGLE ENERGY INC. GLENOGLE ENERGY INC.
Per: Per;
Authorized Signatory Authorized Signatory
Title: James S. Blair Title: James 8. Blair
Name: President & CEQ Name: President & CEQ
Per: Per:
Authorized Signatory Authorized Signatory
Title: Jason Chin Title: Jason Chin
Name: Vice President & Controller Name: Vice President & Controller

WSLEGAL\61640\00013\24889686v2
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SCHEDULE A

TO FACILITY LETTER
FROM HSBC BANK CANADA
TO GLENOGLE ENERGY LP and GLENOGLE ENERGY INC.
JUNE [»], 2020

This Schedule shall form part of the Facility Letter and the availability of the Credit Facilities as described
in this Facility Letter shall also be subject to the terms and conditions contained in this Schedule.

I, Definitions

For the purpose of this Facility Letter, the following terms shall have the meanings indicated below.

‘Bank Branch” means the branch of the Bank first described in the Facility Letter or as otherwise advised
by the Bank from fime to time.

“‘Bank Group” has the meaning ascribed to such term in the Facility Letter,

‘Bank’s Prime Rate” means the variable annual rate of interest per annum established and adjusted by
the Bank from time to time as a reference rate for purposes of determining rates of interest it will charge on
commercial loans in Canada denominated in Canadian Dollars based on the actual number of days in a
year (whether 365 or 366 days) and which was [2.45]% per annum on June [e], 2020 but in no event shall
such interest rate be less than 0% per annum. A certificate of 2 manager or account manager of the Bank
shall, absent manifest error, be conclusive evidence of the Bank's Prime Rate from time to time,

‘Borrowing Base” means the aggregate limit for advances under the Operating Loan Facility (expressed
in CAD) established from time to time by the Bank in accordance with this Facility Letter based upon its
assessment of the lending value of the proved developed producing reserves of the Borrowers and its
lending criteria and practices in effect at the time of determination for loans to borrowers in the Canadian
petroleum and natural gas industry.

‘Business Day” means a day, other than a Saturday, Sunday or statutory (or civic) holiday, upon which
the Bank is open for business in the Bank Branch.

‘CAD and "Canadian Dollars” means lawful currency of Canada in same day immediately available funds,
or, if such funds are not available, the form of money of Canada that is customarily used in the settlement
of international banking transactions on the day in question,

“Canadian Dollar Equivalent’ means at any time on any date in relation to any specifiect amount in a
currency other than Canadian Dollars, the amount of Canadian Dollars which could be purchased from the

Bank by the payment of that specified amount of such other currency at the rate of exchange quoted by the
Bank at or about 8:00 a.m. Pacific time on such date, including all premiums and costs of exchange.

“Cash Flow Forecast’ has the meaning ascribed to such term in the Facility Letter.

“Cash Flow Projections” has the meaning ascribed to such term in the Facility Letter.

“Collateral” means all of the Borrowers’ current and future assets, undertakings and properties of every
nature and kind whatsoever, and wherever situate, in respect of which the Bank has or will have or is
intended to have a lien pursuant to the Loan Documents, including all proceeds thereof.

‘Compliance Action” has the meaning ascribed to it in Section XVII of this Schedule A

YCOBFA RSV INSEECourt of Queen’s Bench.
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“Court Order” has the meaning ascribed to such term in the Fagility Letter.
‘Gredit Facilities” has the meaning ascribed to such term in the Facility Letter.
“‘Gredit Party” has the meaning ascribed to such term in the Facility Letter.

“Electronic Communication” means any agreement, instruction, document, information, disclosure, notice
or other form of communication that is sent or stored by means of any electronic or other digital
transmission.

“‘Electronic Signature” means a signature that consists of one or more letters, characters, numbers or
other symbols in digital form incorporated in, attached to or associated with an electronic communication
and includes a secure electronic sighature. as may be prescribed by applicable law or otherwise required
by the Bank.

“Facility Letter” means the letter from the Bank to the Borrowers to which this Schedule is attached,
together with this Schedule, and includes all amendments and restatements thereof.

“Filing Date” means May 14, 2020, being the date on which the NOI Proceedings were commenced.

‘Financial L@" means any LG which is not a Performance LG and in that regard, determination of whether
an LG is a Financial LG or Performance LG shall be at the Bank’s sole discretion.

“Governing Jurisdiction” has the meaning ascribed to such term in the Facility Letter.

‘Governmental Authority” means any government, legislature or regulatory authority, agency,
commission, law enforcement agency, board or caurt, tribunal or other law, regulation or rule making entity
having or purporting to have jurisdiction on behalf of any nation, province, state, municipality or country or
other subdivision thereof or other jurisdiction.

“Interim Facility Charge" has the meaning ascribed to such term in the Facility Letter.

‘Interim Facility Order” means an order of the Court authorizing the Interim Financing Facility and this
Facility Letter, creating the Interim Facility Charge, and providing that the Interim Facility Charge shall have
priority over all Liens, in form and substance acceptable to the Bank.

“Judgment Currency” the meaning ascribed to such term in the Facility Letter,

“KERP” means a key employee retention’ program on terms and conditions reasonably acceptable to the
Bank.

“KERP Charge” means a key employee retention program charge in respect of the KERP in an amount to
be calculated in accordance with the KERP and not to exceed the sum of: (i) $278,829; and (ii) 1% of a
restructuring transaction involving the assets or business of the Borrowers which shali rank behind the
Interim Facility Charge.

‘Legal Requirement” means any law, statute, code, ordinance, order, award, judgment, decree, injunction,
rule, regulation, authorization, directive, guidance note, advisory, consent, approval, order, permit,
franchise, licence, direction, deferred prosecution agreement or other requirement of any Governmental
Authority.

‘LG’s” has the meaning ascribed to it in the Facility Letter and may be a Financial LG or a Performance
LG.

CAN_DMS: \133724510v7
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“Loan” means any advance 1o a Borrower in CAD on which interest is calculated and payable on the basis
of the Bank's Prime Rate.

‘L.oan Currency” the meaning ascribed to such term in the Facility Letter.

“Loan Documents” means the Loan Documents described in the Facllity Letter, any additional documents
delivered in connection with the Credit Facilities by any Credit Party and any amendments or restatements
of any of such documents from time to time.

‘Material Adverse Change” means, with respect to any Credit Party any event, circumstance, act or
omission which individually or in the aggregate has had or could reasonably be expected to have, a material
adverse effect on: (i) the business, operations, prospects, properties, assets or condition, financial or
otherwise, of such Credit Party; (ii) the ability of any Credit Party to perform its obligations and covenants
in this Facility Letter or any other Loan Document to which it is a party; or (iii) to the rights and remedies of
the Bank under this Facility Letter or any other Loan Document.

“Maximum Limit” means the maximum principal amount stipulated as being available under the Operating
Loan Fagcility.

‘NOI Proceedings” has the meaning ascribed to such term in the Facility Letter,
“‘Operating Loan” has the meaning ascribed to such term in the Facility Letter.

“Performance LG" means an LG which is (@) an LG issued to secure ordinary course performance
obligations of the Borrowers to a third party (the “Performance Obligations”), including, without limitation,
any performance related advance payment, retention or warranty obligations, in each case in connection
with project engineering, procurement, construction, power business, maintenance and other similar
projects (including projects about to be commenced) or bids for prospective project engineering,
procurement, construction, power business, maintenance and other similar projects, or (b) an LG issued to
back a bank guarantee, surety bond, performance bond, or other similar obligation in each case issued to
support performance obligations and is not a documentary credit issued to finance the import or export of
goods,

“Permitted Encumbrances” means:

(a) deficiencies or defects in title, existing on the date of the Facilty Letter or arising
subsequently and which do not result (except as otherwise permitted under this Facility
Letter) from a voluntary act or the consent of the Borrowers;

(b) pledges or deposits made in the ordinary course of business in connection with contracts
(other than to raise money or for the repayment of money borrowed) or leases or to secure
statutory obligations;

(c) liens or privileges arising by operation of law and which have not become enforceable or
relate to obligations not due or delinquent or are being contested diligently and in good
faith;

(d) minor encumbrances, including, without limitation, easements, rights of way, servitudes or
other similar rights in land granted to or reserved by other persons, or zoning or other
restrictions as to the use of real or immoveable properties, which encumbrances do not, in
the aggregate, materially affect the value of the said properties or materially impair their
use in the operation of the business of the Borrowers;

CAN_DMS8)3372481@wight reserved to or vested in any municipality or governmental or other public authority
by the terms of any lease, licence, franchise, grant or permit or by any statutory provision,
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to terminate any such lease, license, franchise, grant or permit, or 1o require annual or
other periodic payments as a condition of the continuance thereof;

() security given by the Borrowers in the ordinary course of its business to a public utility or
any municipality or governmental or other public authority when required by such utility or
municipality or other authority in connection with its operations;

@ the reservations, limitations, provisos and conditions, if any, expressed in any original
grants from the Crown;

(h) Liens in favour of the Bank in respect of the Facility Letter:
0] the Interim Facility Charge; and
)] the KERP Charge.

“Person” shall mean and include an individual, a partnership, a corporation, a joint stock company, a trust,
an unincorporated association, a joint-venture or other entity or a government or any agency or political
subdivision of the above.

“Premises” has the meaning ascribed to such term in the Facility Letter.

‘Proposal” means a proposal in connection with the Borrowers under the BIA, which shall be In form and
substance satisfactory to the Bank.

“‘Proposal Trustee” has the meaning ascribed to such temm in the Facility Letter.

"Potential Prior Ranking Claims” means the aggregate of all amounts owing or required to be paid, where
the failure to pay any such amount could give rise to 13 lien or trust or other claim pursuant to any law,
statute, regulation or similar enactment, which ranks or is capable of ranking in priority to all or any portion
of the Bank's security or in priority to any claim by the Bank for repayment of amounts owing under the
Credit Facilities including, without limitation, amounts due and payable for wages, vacation pay, employee
deductions (including income, CPP, El, workers compensation, social security or other employment tax
withholdings), sales tax, excise tax, tax payable pursuant to Part. IX of the Excise Tax Act (Canada) (net of
HST input credits) and pension fund obligations.

“Sanctions” has the meaning ascribed to it in Section H({f) of this Schedule A.

“Taxes" means any fee (including without limitation, any documentation, licence or registration fee), any
tax (including, without limitation, any gross receipts, sales, use, property (personal and real), tangible or
intangible and stamp tax, value added tax, income tax, excise tax), levy, imposts, duty, charge, assessment,
deduction or withholding of any nature whatsoever, together with any fine, addition to tax and interest on
the fee or tax.

“13 Week Cash Flow Projections” mean rolling 13 week cash flow forecast of the Borrowers setting out
expected receipts and disbursements, with a reconciliation to monthly results and working capital account
movements.

Whenever the singular or the masculine is used herein the same shall be deemed to include the plural and
other Persons, and vice versa.

. Representations and Warranties

EaghoeedisPrasty ogpresents and warrants to the Bank, as of the date of the Facility Letter and as at the
time of an advance or other utilization of any of the Credit Facilities from time to time that:
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(a)

(b)

()

(d)

(e)

(f)

()

(h)

if @ corporation, it has been duly incorporated and organized (or if a partnership or other
legal entity, has been duly formed, or settled as relevant) and organized and is properly
constituted, is in good standing and subsisting and is entitled to conduct its business in all
jurisdictions in which it carries on business or has assets;

the execution of this Facility Letter and the other Loan Documents and the incurring of
liability and indebtedness to the Bank does not and will not contravene:

0] any Legal Requirement applicable to such Credit Party; or

@iy any provision contained in any other loan or credit agresment or borrowing
instrument or contract to which it is a party;

this Facility Letter and the other Loan Documents to which it Is a parly have been duly
authorized, executed and delivered by it, and upon granting of the Interim Facility Order,
constitute its valid and binding obligations and are enforceable in accordance with their
respeclive terms;

‘all necessary Legal Requirements have been met and all other authorizations, approvals,

consents and orders, including the Interim Facility Order, have been obtained with respect
to the execution and delivery of this Facility Letter and the other Loan Documents;

all financial and other information provided to the Bank in connection with the Credit
Facilities is true and accurate in all material respects, and it acknowledges that the offer of
credit by the Bank contained in this Facility Letter is made in reliance on the truth and
accuracy of this information and the ahove representations and warranties:

neither Borrower nor any of its directors, officers, employees, agents, or affiliates is an
individual or entity (nor does either Borrower nor any such other entity or person operate,
possess, own, charter, or use a vessel) that Is, or is owned or controlled by any one or
more individuals or entities (“Persons”) that are: (i) the subject of any sanctions issued,
administered or enforced by, or named on any list of specially designated or blocked
Persons maintained by, the Office of Foreign Assets Control (“OFAC’) of the US
Department of the Treasury, the US Department of State, the United Nations Security
Council, the European Union, Her Majesty’s Treasury, the Hong Kong Monetary Authority,
or the Department of Global Affairs (Canada), Foreign Affairs, Trade and Development
Canada, Canada Border Services Agency, or Justice Canada, including any enabling
legislation or executive order related thereto, and any similar sanctions laws as may be
enacted from time to time in the future by the United States, Canada, the European Union
(and any of its member states), the United Kingdom or the United Nations Security Council,
or any other legislative body of the United Nations or other relevant Governmental Authority
(collectively, “Sanctions”), or (ii) located, organised or resident in a country or territory that
s, or whose government is, the subject of Sanctions;

with respect to each LG issued by the Bank pursuant to any of the Credit Facilities all
required import or export licenses applicable to the transactions for which such LG is issued
have been obtained and the Borrowers are in compliance in all material respects with
foreign and domestic laws and regulations pertaining to each jurisdiction in which it
operates and to each LG and the subject matter of such LG including, if applicable, the
shipment and financing of the goods described in such LG;

this Facility Letter, including Sections 1.5, 1.6 and 2.5 hereof and Section Ill of the
Schedule to this Facility Letter and the constituent definitions herein and under the other

CAN_DMS: \13372 452??9 Documents relating to interest and other amounts payable hereunder and thereunder,

sfies the requirements of section 4 of the Inferest Act (Canada) to the extent that
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section 4 of the Inferest Act (Canada) applies to the expression, statement or calculation
of any rate of interest or other rate per annum hereunder or under any other Loan
Document;

(i) the Borrowers are able to calculate the yearly rate or percentage of interest payable under
any Loan Document based on the methodology set out herein and under the other Loan
Documents, including Sections 1.5, 1.6 and 2.5 hereof and Section 11l of the Schedule to
this Facility Lefter and the constituent definitions herein and under the other Loan
Documents relating to interest and other amounts payable hereunder and thereunder,

0 no shares in a Credit Party have been issued as, or are held as, or convertible to, bearsr
shares:

k) as of the date hereof, all information provided by the Borrowers to the Bank and the
Proposal Trustee is true, correct and complete, and does not contain any untrue statement
of a material fact or omit to state a material fact necessary in order to make the statements
contained therein, and all responses by each Borrower to inguiries of the Bank and the
Trustee concerning the Borrowers and their business and affairs have been made in good
feith and to the best of their knowledge; and

M except to the extent disclosed to the Proposal Trustee or the Bank, the Borrowers have
complied with their obligations for payroll, source deductions, retail sales tax, goods and
services tax, as applicable, and are not in arrears in respect of payment of these
obligations.

HI. Interest, Fees

(a) Interest on the daily balance of the principal amount advanced under the Credit Facilities
and remaining unpaid from time to time shall accrue and shall be payable by the Borrowers
as set out in this Facility Letter both before and after demand, defautt, maturity, or judgment
and until indefeasible payment in full, except as otherwise expressly provided for.

(b) The fees paid to and received by the Bank shall be its entitlement as consideration for the
time, effort and expense incurred by the Bank in the review of financial statements and its
review and administration of documents, and the Borrowers acknowledge and agree that
the determination of these costs is not feasible and that the fees set out in this Facility
Letter represent a reasonable estimate of such costs,

(¢) In the event that interest is not received by the Bank on any date for payment provided for
in this Facility Letter or in any other relevant document, interest on such overdue interest
shall be compounded on the basis of interest calculated and payable on overdue interest
in the same manner and at the same rate per annum as is applicable to such overdue
interest until indefeasible payment in full. Any other amounts which become payable to the
Bank under this Facility Letter or the other l.oan Documents and which are not paid when
due shall accrue interest and be payable from the due date at the Bank's Prime Rate plus
4.75% per annum, calculated and payable monthly on the last day of each month, both
before and after demand, default, maturity or judgment and until indefeasible payment in
full (other than for overdrafts exceeding the permitted limit which shall accrue interest at
the rate of 21% per annum both before and after demand, default and judgment until
indefeasible payment in full).

(d) All payments by the Borrowers to the Bank shall be made at the address of the Bank

Branch or at such other place as the Bank may specify in writing from time to time; The

CAN_DMS: \1337248R50wers shall make payment to the Bank in immediately available funds in the same
- currency as the currency in which the original Loan or other credit was advanced or made
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available by the Bank. Any payment delivered or made to the Bank by 1:00 p.m. local time
at the place where such payment is to be made shall be credited as of that day, but if made
after such time such payment shall be credited as of the next Business Day.

(e) Notwithstanding anything to the contrary contained in this Facility Letter, the Borrowers
acknowledges that: (i) the applicable rate of interest payable by the Borrowers in
connection with this Facility Letter shall not be less than zero, even if a reference rate used
for the calculation of such interest, or the total of the reference rate and applicable interest
spread, is less than zero; and (ji) the Bank may, in its discretion, and is hereby irrevocably
authorized by the Borrowers to, make an advance under the Credit Facilities (or debit or
set-off any bank account of the Borrowers with the Bank), to pay any unpaid interest, fees
or other amounts which have become due under the terms of this Facility Letter.

) Each Borrower acknowledges that the actual recording of the amount of any advance or
repayment thereof under the Credit Facilities, and interest, fees and other amounts due in
connection with the Credit Facilities, in an account of such Borrower maintained by the
Bank shall constitute prima facie evidence of such Borrower’s indebtedness and liability
from time to time under the Credit Facilities; provided that the obligation of such Borrower
to pay or repay any obligations in accordance with the terms and conditions of the Credit
Facilities shall not be affected by the failure of the Bank to make such recording. The
Borrowers also acknowledge being indebted to the Bank for principal amounts shown as
outstanding from time to time in the Bank’s account records, and all accrued and unpaid
interest in respect of such amounts, in accordance with the terms and conditions of this
Facility Letter.

() The obligation of the Borrowers to make all payments under this Fagility Letter and the
other Loan Documents shall be absolute and unconditional and shall be made without any
deduction or withholding of any nature and shall not be limited or affected by any
circumstance, includirig, without limitation:

(i) any set-off, compensation, counterclaim, recoupment, defence or other right which
the Borrowers may have against the Bank or anyone else for any reason
whatsoever; or

(i) any insolvency, bankruptcy, reorganization or similar proceedings by or against
the Borrowers.

(h) in addition to and not in limitation of any rights now or hereafter available to the Bank under
applicable law or arising under the Loan Documents, the Bank is hereby irrevocably
authorized, at any time and from time to time, to set-off and appropriate and to apply any
and all deposits (general and special) and any other indebtedness at any time held by or
owing by the Bank to or for the credit of the Borrowers against and on account of the
obligations of the Borrowers to the Bank under this Facility Letter, irrespective of currency.
The Bank agrees to provide written notice to the Borrowers of the exercise of any of the
rights under this Section promptly after the exercise of such rights.

0] The Borrowers shall pay to and indemnify and save harmless the Bank for the full amount
of all out of pocket costs and expenses (including, but not limited to, any interest payable
in order to maintain any Loan hereunder) which the Bank may sustain or incur as a
consequence of the failure by any Borrower to pay when due any principal of or any interest
on any Loan or any other amount due hereunder.

0] All payments made on account of principal, interest or otherwise shall be made to the Bank,
CAN_DMS: 13572 ‘@(}\Qe extent permitted by applicable Legal Requirements, free and clear of and exempt
- rom, and without deduction for or on account of, any present or future Taxes or other
charges of any nature imposed, levied, collected, withheld or assessed by any
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Governmental Authority. However, in the event that any payments made under this Facility
Letter shall not be made free and clear of and exempt from, and without deduction or
withholding for or on account of any Taxes, then the Borrowers shall gross up the payments
to the Bank so that the Bank receives such additional amounts as may be necessary in
order that each such net payment to the Bank, after payment or deduction or withholding
for and on account of any such Taxes, will not be less than the amount to be paid and
received by the Bank in accordance with this Facility Letter. With respect to each such
deduction or withholding, the Borrowers shall promptly pay any such Taxes and (but in no
event later than 90 days after payment) furnish to the Bank evidence of such payment,
satisfactory to the Bank and also at the Bank’s request provide such certificates, receipts
and other documents required to establish any tax credit to which the Bank may be entitled.

(k) The agreements of the Borrowers pursuant to the foregoing subparagraphs (i) and (j) shall
survive the repayment of the Loans and the termination of this Facility Letter or the Credit
Facilitles (or both).

) The remedies, rights and powers of the Bank under this Facility Letter, the Loan
Documents and at law and in equity are cumulative and not alternative and are not in
substitution for any other remedies, rights or powers of the Bank and no delay or omission
in exercise of such remedy, right, or power shall exhaust such remedies, rights or powers
or be construed as a waiver of any of them.

iv. Conditions Precedent

In addition to the Conditions Precedent previously set out in the Facility Letter, it shall also be a condition
precedent to the initial advance and continued availability of any credit or advances under any of the Credit
Facilities that the Bank shall have received and be satisfied with:

(a) completed Loan Documents registered where necessary in form and manner satisfactory
to the Banl’s solicifors;

(b) confirmation that the Borrowers are in compliance with each of the terms and conditions of
this Facility Letter;

(c) all identification, business activity, business structure and other “know your customer”
documents and information as required by the Bank and any screening conducted in
accordance with Sanctions and other applicable legal requirements; and

{d) such other conditions as the Bank may determine, in its discretion.

V. Covenants and Conditions of Credit

In addition to the conditions previously set out, the following additional conditions shall apply until all
indebtedness and liability under the Credit Facilities are indefeasib ly repaid in full to the Bank and the Credit
Facilities cancelled:

(a) Each Borrower shall not, without the prior written consent of the Bank:

(i) grant or allow any lien, charge, security interest, right or other encumbrance,
whether fixed or floating, to be registered against or exist on any of its property,
other than Permitted Encumbrances:

(ii) become a guarantor or an endorser or otherwise become liable upon any note or
CAN_DMS: V1337245107 Other obligation other than in the normal course of business of such Borrower;
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(d)

()

(iii) declare or pay dividends on any class or kind of its shares or other securities,
repurchase or redeem any of its shares or other securities, or reduce its capital in
any way whatsoever or repay any shareholders’ advances that would cause a
breach of agreed covenants;

(iv) amalgamate with or permit all or substantially all of its assets to be acquired by
any other person, firm or corporation or permit any reorganization or change in
ownership or corporate structure of such Borrower, or the issuance of bearer
shares;

v) permit any property taxes to be past due at any time;

(vi) subject to the provisions of the Interim Facility Order, enter into any agreement for
the purchase or sale of any property outside the normal course of business: or

(vii)  borrow money, obtain credit or incur additional funded indebtedness (other than
pursuant to the Credit Facilities).

The Borrowers agree to file all tax returns which it is required to file in accordance with any
L.egal Requirement from time to time; to pay or make provision for the payment of all taxes
(including any interest and penalties}; to pay any Potential Prior Ranking Claims when due;
and to maintain adequate reserves for the payment of any tax which is being contested
diligently in good faith.

The Bank shall have the right to waive the delivery of any Loan Documents or the
performance of any term or condition of this Facility Letter, and may advance all or any
portion of the Loan(s) prior to satisfaction of any of the Conditions Precedent, but waiver
by the Bank of any obligation or condition shall not constitute a waiver of performance of
such obligation or condition for any future advance.

All financial terms and covenants shall be determined in accordance with Canadian
generally accepted accounting principles, applied consistently.

If the amount outstanding under any Credit Facility (other than the Interim Financing
Facility) in CAD plus the Canadian Dollar Equivalent of the amount outstanding under any
of the Credit Facilities in a currency other than Canadian Dollars, at any time exceeds the
Maximum Limit, the Bank may, from time to time, in its sole discretion:

(M limit the further utilization of that Credit Facility;

(i) except during the continuation of the NOI Proceedings, convert all or part of the
amount outstanding under that Credit Facility to Canadian Dollars in which event,
interest shall accrue and be paid on such converted amounts at the rate set out in
this Facility Letter for Canadian Dollar advances aceruing interest with reference
to the Bank’s Prime Rate. If no such rate is set out in this Facility Letter, interest
shall accrue on the amount so converted at the Bank's Prime Rate plus 3% per
annum, calculated monthly and payable on the last day of each month, both before
and after demand, default, maturity or judgment and until indefeasible payment in
full; or

(iii) except during the continuation of the NOI Proceedings, require the Borrowers to
pay the excess,

can_budfhasz2dERgh Borrower confirms that it will (i) not use any amounts advanced or seek advances

under the Credit Facilities for any illegal purpose or (a) to fund any activity or business with
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any person or in any country or territory that is the subject or target of Sanctions or (b) in
any manner that would result in a violation of Sanctions by any person (including any
lender, advisor, or otherwise) and (ii) not repay any amounts owing to the Bank using any
funds derived directly or indirectly from any illegal or sanctionable activity, provided that
this covenant shall be inapplicable only to the extent of any relevant violation of the Foreign
Extra-Territorial Measures Act (Canada) or any similar applicable anti-boycott law or
regulation.

(%) Each Borrower acknowledges and confirms that: (a) this Facility lefter, including
Sections 1.5, 1.6 and 2.5 hereof and Section Il of the Schedule to this Facility Letter and
the constituent definitions herein and under the other loan documents relating to interest
and other amounts payable hereunder and thereunder, satisfies the requirements of
section 4 of the Inferest Act (Canada) to the extent that section 4 of the Interest Act
(Canada) applies to the expression, statement or calculation of any rate of interest or other
rate per annum hereunder or under any other loan document; and (b) the Borrower is able
to calculate the yearly rate or percentage of interest payable under this Facility Letter and
any other Loan Document based on the methodology set out herein and under the other
loan documents, including Sections 1.5, 1.6 and 2.5 hereof and Section 1l of the schedule
to this Facllity Letter and the constituent definitions herein and under the other loan
documents relating to interest and other amounts payable hereunder and thereunder.

(h) Each Borrower hereby irrevocably agrees not to plead or assert, whether by way of defence
or otherwise, in any proceeding relating to the Loan Documents, that the interest payable
under this facility and the other Loan Documents and the calculation thereof has not been
adequately disclosed to such Borrower whether pursuant to section 4 of the Inferest Act
(Canada) or any other applicable law or legal principle.

Vi. Environmental Matters

(a) To the best of the Borrowers' knowledge after due and diligent inquiry, no regulated,
hazardous or toxic substances are being stored on any of the Borrowers’ lands, facilities
or premises (the “Premises”) or any adjacent property, nor have any such substances
been stored or used on the Premises or in the Borrowers' business or any adjacent property
prior to the Borrower's ownership, possession or control of the Premises. Each Borrower
agrees to provide written notice to the Bank immediately upon such Borrower becoming
aware that the Premises or any adjacent property are being or have been contaminated
with regulated, hazardous or toxic substances. Each Borrower shall not permit any
activities on the Premises which directly or indirectly could result in the Premises or any
other property being contaminated with regulated, hazardous or toxic substances. For the
purposes of this Facility Letter, the term “regulated, hazardous or toxic substances” means
any substance, defined or designated as hazardous or toxic wastes, hazardous or toxic
material, a hazardous, toxic or radioactive substance or other similar term, by any Legal
Requirement now or in the future in effect, or any substance or materials, the use or
disposition of which is regulated by any such Legal Requirement.

(b) E:ach Borrower shall promptly comply with all Legal Requirements relating to the use,
collection, storage, treatment, control, removal or cleanup of regulated, hazardous or toxic
substances in, on, or under the Premises or in, on or under any adjacent property that
becomes contaminated with regulated, hazardous or toxic substances as a result of
construction, operations or other activities on, or the contamination of, the Premises, or
incorporated in any improvements thereon. The Bank may, but shall not be obligated to,
enter upon the Premises and take such actions and incur such costs and expenses to
effect such compliance as it deems advisable and such Borrower shall reimburse the Bank
on demand for the full amount of all costs and expenses incurred by the Bank in connection

CAN_DMS: 337243 such compliance activities.
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(c) The property of the Borrowers which are now or in the future encumbered by any one or
more of the Loan Documents are hereby further mortgaged and charged to the Bank, and
the Bank shall have a security interest in such assets, as security for the repayment of such
costs and expenses and interest thereon, as if such costs and axpenses had originally
formed part of the Credit Facilities.

VIL. Increased Cost Indemnities

If any change in the applicable Legal Requirements or in their interpretation or the administration of any of
them by any Governmental Authority, or compliance by the Bank with any request (whether or not having
the force of law) of any relevant central bank or other comparable agency or Governmental Authority, shall
change the basis of taxation payments to the Bank of the principal of or interest on the Loans or any other
amounts payable under this Facility Letter (except for changes in the rate of tax on, or determined by
reference to, the net income or profits of the Bank) or shall impose, modify or deem applicable any reserve,
special deposits or similar requirement against assets of, deposits with or for the account of, or credit
extended by the Bank or shall impose on the Bank or the London interbank market any other conditions
directly affecting this Facility Letter or the Loans, or any withholding tax becomes payable by any party and
the result of any of the foregoing is to increase the cost to the Bank of making the Loans or maintaining the
Loans or to reduce the amount of any sum received or receivable by the Bank under this Facility Letter by
an amount deemed by the Bank to be material, then the Borrower shall, upon receiving notice from the
Bank, reimburse to the Bank, on demand by the Bank, such amount or amounts as will compensate the
Bank for such additional cost or reduction. A certificate of a manager or account manager of the Bank
setting forth the additional amounts necessary to compensate the Bank as aforesaid, and the basis for its
determination, shall be conclusive as to the determination of such amount in the absence of manifest error.

Viil. Bank Visits

Representatives of the Bank shall be entitled to attend at and inspect the Borrowers’ place of business and
to view all financial records of the Borrowers and meet with key officers or employees of the Borrowers at
any time, on reasonable notice.

IX.

Leqal and Other Expenses

The Borrowers shall pay (i) all reasonable legal fees and disbursements (on a solicitor and own client basis)
in respect of legal advice and services to or on behalf of the Bank in connection with the Credit Fagcilities
including: the preparation, negotiation and seitlement of the Facility Letter, the preparation, issue and
registration of the Loan Documents together with any amendments or restatements thereto from time to
time; the enforcement and preservation of the Bank’s rights and remedies; searches from time to time,
including in connection with any advance; and (ji) all reasonable fees and expenses relating o appraisals,
insurance consultation, environmental investigation, credit reporting and other due diligence and to
responding to demands of any Governmental Authority; whether or not the documentation is completed or
any funds are advanced under the Credit Facilities.

X Non-Merger: Records of Bank: Assignment

The temms and conditions of this Facility Letter shall not be merged by and shall survive the execution and
delivery of the Loan Documents.

The taking of judgment on any covenant contained in this Facility Letter and/or the other Loan Documents
shall not operate so as to create any merger or discharge of any indebtedness or liability of the Borrower
under, nor of any assignment, transfer, guarantee, lien, contract, promissory note, bill of exchange or
security of any form held or which may in the future be held by the Bank from the Borrowers or from any
other Person,

CAN_DMS: \133724510\7 7
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The benefits conferred by this Facility Letter and the other Loan Documents shall enure to the benefit of
the Bank and its successors and assigns and shall be binding on each Credit Party and their respective
heirs, successors and permitted assigns.

The records of the Bank as to the making or rollover of Loans (and the amounts thereof) hereunder,
payment of any money payable hereunder or any part thereof being in default or of any notice or demand
for payment having been made shall be prima facie proof of such fact, absent manifest error.

No Credit Party shall assign all or any of its rights, benefits or obligations under this Facility Letter or the
other Loan Documents without the prior written consent of the Bank. The Bank shall be entitled, without the
consent of the Credit Parties, to assign, syndicate, sell or transfer all or any portion of it rights, benefite
and obligations under this Facility Letter and the other Loan Documents.

Xl Waiver or Amendment

No term or condition of this Facility Letter or any of the other Loan Documents may be walved or varied
verbally or deemed to be waived or varied by any cause or course of conduct of any officer, employee or
agent of the Bank. All waivers must be in writing and signed by a duly authorized officer of the Bank.

Any amendment to this Facility Letter or the other Loan Documents must be in writing and signed by a duly
authorized officer of the Bank. Without limiting the foregoing, the Bank may amend this Facility Letter if
such amendment is required in connection with any change in applicable law or its interpretation or in
connection with any Legal Requirement; the Bank shall provide 30 days prior written notice of any such
amendment.

XL Severability

Any provision of this Facility Letter or other Loan Document which is determined or adjudged to be illegal,
invalid, prohibited or unenforceable under applicable law in any jurisdiction shall, as to such jurisdiction, be
ineffective only to the extent of such illegality, invalidity, prohibition or unenforceability and shall be severed
from the balance of this Facility Letter or such other Loan Document, all without affecting the remaining
provisions of this Facility Letter or such other Loan Document or affecting the legality, validity or
enforceability in any other jurisdiction.

Xt Consent to Disclosure

(a) Each Credit Party consents to and acknowledges that it is aware that credit, financial and
personal inquiries regarding each Credit Party and individuals connected to Credit Parties
(including directors, officers, shareholders and individuals acting on behalf of a Credit
Party) may be gathered, made, maintained and/or used at any time in connection with: (i)
initial and ongoing credit assessment, (i) any funding of the Credit Facilities by investors
or participants or any assignment or sale of the Credit Facilities by the Bank, and (jii} the
enforcement of any remedies that the Bank may have under the Credit Facilities, (iv)
compliance and risk monitoring purposes and each Credit Party consents to the making of
any such inquiries by or on behaif of the Bank and consents, without restriction and without
further notice to or further consent of the such Credit Party, to disclosure of any such
information to any prospective investor, participant, assignee or purchaser of all or any part
of the Credit Facilities. Each Credit Party irrevocably waives, to the extent permitted under
applicable law, any and all rights it may have to notice of or to prohibit such disclosure, -
including, without limitation, any right of privacy.

(b) The Bank may collect, use, transfer and disclose information for the following purposes
and as follows:

CAN_DMS: \133724510\7 o . )
. Providing information respecting other services; 5“
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® Taking any Compliance Action referred to in this Schedule A (including actions
taken to comply with laws, international guidance, internal policies or procedures,
requirements from judicial, administrative, law enforcement and regulatory
authorities),

e Conducting financial crime risk management activity, including verifying the
identification of the Credit Party and related individuals, screening, monitoring and
investigation activity, and sharing information within H8BC Group, including in
other jurisdictions, for these purposes; and

o Judicial, administrative, public or regulatory bodies, as well as governments, tax,
revenue and monetary authorities, examiners, monitors, securities or futures
exchanges, courts, central banks or law enforcement bodies with jurisdiction over
any HSBC Group member.

(© The Bank may collect, transfer and disclose information for these purposes from and to
members of the HSBC Group, sub-contractors, agents and service providers within
Canada and in other jurisdictions.

)] Before providing the Bank with personal information respecting any connected individual,
the Credit Party will ensure that it has provided all necessary disclosures 10, and obtained
any necessary consents from, such individuals in connection with the collection, use and
disclosure of such information by the Bank.

XY, Time of Essence

Time shall be of the essence of this Facility Letter.

XV, Indemnity

Each Borrower agrees to keep the Bank and its officers, directors, employees, solicitors, agents and
affiliates (collectively, the “Bank Group”) indemnified against any claim for any damages, losses, costs on
expenses (including, without limitation, legal costs on a solicitor and his own client basis) incurred or
suffered by any member of the Bank Group in relation to this Facility Letter or as a consequence (direct or
indirect) of any breach by the Borrower of this Facility Letter, or as a result of an assessment made by any
tax authority in respect of any payment made by the Bank (including, for certainty Covenant V.(h) and
Representations 11.(h) and (i) hereof) to any third party including, without limitation, to the bensficiary of
any LG, unless such damage, loss, cost or expense was incurred solely as a direct result of the Bank’s
gross negligence or witful misconduct.

XVl.  Governing Law

This Facility Letter and, unless otherwise specified therein, all Loan Documents or instruments delivered in
accordance with this Facility Letter shall be governed by and interpreted in accordance with the laws of the
Province of Alberta (the “Governing Jurisdiction”) and the federal laws of Canada applicable therein.
Each Credit Party irrevocably submits to the non-exclusive jurisdiction of the courts in the Governing
Jurisdiction and waives, to the fullest extent permitted by applicable law any defence based on convenient
forum,

XVIl.  Financial Crimes and Sanctions Laws Acknowledgements and Indemnification

Each Credit Party acknowledges and agrees that:

CAN_DMdaN33724tievBank, HSBC Holdings pie, its affiliates and subsidiaries (together, "HSBC Group”), and
HSBC Group's service providers are required to act in accordance with the laws and
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(c)

(d)

(e)

(f)

(9)

regulations of various jurisdictions, including those which relate to Sanctions and the
prevention of money laundering, terrorist financing, bribery, corruption and tax evasion;

the Bank may take, and may instruct other members of the HSBC Group to take, to the
extent it or such member is legally permitted to do so under the laws of its jurisdiction, any
action (a “Compliance Action”) that the Bank or any such other member, in its sole
discretion, considers appropriate to act in accordance with Sanctions or domestic and
foreign laws and regulations. Such Compliance Action may include but is not limited to the
interception and investigation of any payment, communication or instruction or other
information; the making of further enquiries as to whether a Person or entity is subject to
any Sanctions; and the refusal to issue, pay, renew, extend or transfer any LG or to process
any ftransaction or instruction thaf, in the Bank's discretion, may not conform with
Sanctions. The Bank will use reasonable commercial efforts to notify the Borrower of the
existence of such circumstances as soon as is reasonably practicable, to the extent
permitted by law;

neither the Bank nor any member of HSBC Group will be liable for any loss, cost, damage,
claim, action, sutt, liabilities, suffered or incurred by the Borrowers, any Guarantor or other
Person, or for any delay or any failure of the Bank to perform its duties under this Facility
Letter arising out of or relating to any Compliance Action taken by or on behalf of the Bank,
its service providers, or any HSBC Group member in its sole discretion;

the Bank may, in its sole. discretion, refuse to issue, pay, renew, extend or transfer any LG
in connection with or relating to any countries, governments, entities or other Persons that
are. subject to Sanctions or limitations imposed by domestic or foreign laws, or by the Bank
or any member of the HSBC Group, and that the Bank has the right, without prior notice to
any Credit Party, to reject, refuse to pay, any demand, or not process any transaction or
instruction that does not conform with any such Sanctions, or limitations;

each Borrower will indemnify the Bank for alt losses, costs, damages, claims, actions, suits,
demands and liabilities suffered or incurred by or brought against the Bank arising out of
or relating to any Compliance Action, unless such losses, costs, damages, claims, actions,
suits, demands and liabilities are determined by a final, non-appealable decision of a court
of competent jurisdiction to have been caused solely and directly by the gross negligence
or wilful misconduct of the Bank:

neither of the Borrowers, any director or officer or any employee, agent, or affiliate of each
Borrower is an individual or entity (“Person”) that is, or is owned or controlled by Persons
that are, (i) the target or subject of any sanctions administeraed or enforced by the U§
Department of the Treasury's Office of Foreign Assets Control, the US Department of
State, the United Nations Security Council, the European Union, Her Majesty’s Treasury,
the Hong Kong Monetary Authority or any similar authority in Canada (collectively,
“Sanctions”), or {ii) located , organized or resident in a country or territory that is, or whose
government is, the target or subject of Sanctions, including for certainty the Crimea region,
Cuba, Iran, North Korea and Syria; and

Each Borrower will not, directly or indirectly, use the proceeds of the Operating Loan
Facility or lend, contribute or otherwise make available such proceeds to any subsidiary,
joint venture partner or other Person, (i) to fund any activities or business of or with any
Person, or in any country or territory, that, at the time of such funding, is, or whose
government is, the target or subject of Sanctions or (i) in any other manner that would
result in a violation of Sanctions by any Person (including any Person participating in the
Operating l.oan Facility).

CAN_DMS: \133724510\7 th
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XVIHL  Electronic Communications and Electronic Signatures

(@)

(b)

(c)

(d)

(e)

The Borrowers hereby authorize the Bank to accept electronic communications and
electronic signatures from the Borrowers in relation to this Facility Letter and the Loan
Documents and hereby consents to receiving commercial electronic messages from or on
behalf of the Bank and any agreement, instruction, document, information, disclosure,
notice or other form of communication from the Bank by electronic communication,

The Borrowers agree that any electronic communication, including any electronic signature
associated with such electronic communication, which the Bank receives from either
Borrower or such Borrower’'s name, or which appears to bae from such Borrower or in its
name, will be considered to be duly authorized and binding upon such Borrower (whether
or not that electronic communication was actually from or authorized by such Borrower)
and the Bank will be authorized to rely and act upon any such electronic communication.
including any electronic signature associated with the electronic communication, even if it
differs in any way from any previous electronic communication sent to the Bank.

Each Borrower acknowledges that: (i) the form, format and delivery of each electronic
communication will permit it to retain, store and subsequently access and retrieve such
electronic communication without the requirement of any specialized or proprietary
equiprent or software from the Bank; and (ii) it is such Borrower's responsibility to acquire
and maintain the necessary computer equipment and software to deliver, receive, store,
refain and subsequently access each electronic communication.

Each Borrower acknowledges and agrees that the Bank’s methods of storing, maintaining
and retrieving any electronic communication, including any electronic signatures
associated with such electronic communication, and the Bank's data systems, maintain
the. integrity of the electronic communication. i, for any reason, an electronic
communication stored in the Bank's data systems differ from such Borrower's, such
Borrower acknowledges and agrees that the version stored oh the Bank’s data systems
shall prevail over any inconsistency. In this regard, such Borrower acknowledges and
agrees that electronic communications maintained by the Bank will be admissible in any
legal or other proceedings as conclusive evidence as fo the contents of those slectronic
communications in the same manner as an original paper document, and that further proof
of our records system Integrity is not required (the integrity of the Bank's records system is
hereby acknowledged and agreed by such Borrower) and such Borrower hereby waives
any right to object to the introduction of any such electronic communications into evidence.
To the fullest extent permitted by applicable law, each Borrower waives any defence, or
waiver of liability, based on the absence of a written document in paper format, signed
manually. Each Borrower will keep its own records of all electronic communications for a
period of 7 years (unless otherwise stipulated by local regulation) and will produce them to
the Bank upon request.

At the Bank's discretion, it may require: (i) electronic communications be delivered using
technology acceptable to the Bank including the use of a secure electronic signature, and
(i) any agreement, instruction, document, information, disclosure, notice or other form of
communication from the Borrowers to be manually signed and/or delivered to the Bank in
paper format. If the Bank requires that each Borrower acknowledge its agreement to this
Facility Letter or any Loan Document by clicking the appropriate button, each Borrower will
follow any instructions that the Bank provides to indicate such Borrower's agreement
(which may include typing such Borrower's name and/or clicking “I Agree” or similar
button).

c AN_DMS(:Q 13872 %\ﬁ\in sither Borrower’s handwritten or electronic signature is delivered by facsimile, email

her electronic or digital transmission, such transmission shall constitute delivery of an
executed copy of this Facility Letter or refevant Loan Document. If either Borrower uses an
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electronic signature to indicate its agreement, such Borrower shall ensure that its electronic
signature is attached to or associated with the relevant electronic communication,

XIX.  Further Assurance

Each Credit Party shall, at its cost and expense, upon request of the Bank, duly execute and deliver, or
cause to be duly executed and delivered, to the Bank all such further agreements, instruments, documents
and other assurances and do and cause to be done all such further acts and things as may be necessary
or desirable in the reasonable opinion of the Bank to carry out more effectually the provisions and purposes
of this Facility Letter or any of the other Loan Documents. Without limitation, in connection with any new
tenancy of any of the Borrower's lands, the Bank may require that the tenant enter into an attormment
agreement with the Bank in form satisfactory to the Bank.

XX.  Conflict

In the event of any conflict between the terms of this Schedule and the corresponding terms of the Facility
Letter to which this Schedule is attached, the terms of such Facility Letter shall prevail to the extent
necessary to resolve such conflict. In the event of a conflict between the terms of this Facility Letter and the
corresponding terms of any of the other Loan Documents, the terms of this Facility Letter shall prevail to
the extent of such conflict.

XXl Gonfidentiality

Each Credit Party acknowledges that the contents of this Facility Letter are confidential and shall not be
disclosed by such Credit Party other than to its solicitors (or any other person bound by a duty of
confidentiality) except with the prior written consent of the Bank.

CAN_DMS: \133724510\7
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