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OILEXCO INCORPORATED
MANAGEMENT DISCUSSION AND ANALYSIS

The following is management’s discussion and analysis (“MD&A™) of the operating and financial results of Oilexce
Incorporated (“Oilexce” or the “Company™} for the three and nine months ended September 30, 2008, The information
is provided as of November 11, 20068. The three and nine month results have been compared to the same periods of
2007. This discussion and analysis should be read in conjunctien with the Company’s audited consolidated financial
statements for the year ended December 31, 2007, together with the accompanying notes, and the December 31, 2007
MD&A and Annual Information Form, These documents and additional information about Qilexco are available on
SEDAR at www.sedar.com,

This discussion and analysis contains forward-looking statements relating to future events or future performance. In
some cases, forward-locking statements can be identified by terminology such as “may™, “will”, “should”, “expects”,
“srojects”, “plans™, “anticipates” and similar expressions. These statements represent menagement’s expectations or
beliefs concemning, among other things, future operating results and various components thereof or the economic
performance of Oilexco. The projections, estimates and beliefs contained in such forward-lecking statements
necessarily involve known and unknown risks and uncertainties, including the business risks discussed in the MD&A
and Annual Information Form as at and for the years ended December 31, 2007 and 2006, which may cause actual
performance and financial resulis in future periods to differ materially from any projections of future performance or
results expressed or implied by such forward-looking statements. Operating conditions and weather can have a
significant effect on the timing of events. Accordingly, readers are cautioned that events or circumstances could cause
results to differ materially from those predicted. As well, Oilexco is affected by the current credit and liguidity
shortage. The impact of this shortage on Oilexco, its suppliers, and partners may cause actual results or outcomes {o

differ from those predicted.

Barrel of oil equivaleat (BOE) volumes are reported at 6:1 with 6 MCF = 1 BOE. All amounts are presented in
thousands of United States of America (“US™) dollars (“$7) unless otherwise noted.

The Company has removed certain columns provided in previous MD&A containing percentage (%) of change figures
comparing current to prior perieds since 2008 operations, results and figures are significantly different than 2007. The
Company has continued to present percentages only in those areas where it is considered to be meaningful. The
Company has included EBITDA, a term which is not recognized by Canadian generally accepted accounting principies.
The Company defines EBITDA as earnings before interest, taxes, depletion and other non cash charges. EBITDA has
been included because the Company believes that this information may be used by certain investors to assess financial
performance and that EBITDA is used as a supplemental measure as it provides an indication of results generated by
the Company’s pringipal activities prior to consideration of how these activities are financed, are adjusted by nen-cash
jtems, and how the results are taxed. Although the Company believes that the EBITDA measure may be used by certain
investors {and has included it for this reason), this measure is unlikely to be comparable to similarly titled measures
used by other companies.

BUSINESS OF THE COMPANY

Oilexco is an oil and gas exploration and production company headquartered in Calgary, Alberta, Canada active in the
United Kingdom (FUK™), All of the Company’s producing, development and exploration properties are located i the
UK Central North Sea. The Company plans to remain focused on maintaining efficient production operations at
operated fislds and an active exploration/development program on both its 100% owned and joint venture propertics.

The Company has three wholly owned subsidiaries: Oilexco North Sea Limited, Qilexco N.S, Exploration Limited, and
Oilexco Technical Services Limited.

The Company’s common shares are listed for trading on the London Stock Exchange (“LSE”) and the Toronto Stock
Exchange (“TSX”) under the symbot OIL.



OVERVIEW

During the period the Company announced it had successfully flow tested gas-condensate from the Jurassic Fulmar
Formation at its Moth discovery located in Block 23/21. The drill stem test of the Fulmar sands flowed gas at a
maximuom rate of 24.4 Mmef/d and condensate at a rate of 2,460 Bbls/d of (6,526 boepd). Calculations of surface
absolute flow {“AQF™) suggest that the Moth weil couid be capable of 44 Mmef/d and 4,400 Bbls/d of condensate
(11,600 boepd) with a properly sized production string. The Company plans to drill additional appraisal wells at Moth
in 2009.

In the third quarter the Company acquired a 100% interest in the Caledonia Field located in Block 16/26a, and drilled a
cluster of five new appraisal wells in the Field area. As a result of this drilling, the Company wili drill a new horizontal
production well in the fourth quarter which will be tied-in to existing infrastructure in the first to second quarter of
2009,

The Sheiley Field Development is currently progressing with facility construction and drilling operatiens entering their
final stages. During the third quarter operations commenced on the first of two planned horizontal production wells.
Construction of the floating production storage and offloading (FPSO) vessel the Sevan Voyageur was completed in
July. Commissioning of the vessel commenced in Retterdam harbor during the period. Final commissicning will take
place after field installation. Tow out of the Voyageur from Rotterdam is scheduled for late November to early
December, and is weather dependant. First oil is targeted for December 2008 to January 2009 and is weather

dependant.

Subsequent to the end of the quarter, the Company announced that its latest Huntington appraisal well extended the
Forties il accumulation onte the adjoining Block 22/14a.

During the third guarter of 2008 the Balmorai Floating Production Vessel (Balmoral FPV) underwent its annual
maintenance tarnaround, during which time a number of significant enhancements were made to improve its operating
reliability and production capabilities to more effectively produce the reservoirs to their optimal levels. The project
work associated with Brenda Nico! first o] had created a maintenance build up and it was necessary to reduce seme of
the backlog. In addition to this routine maintenance work, certain key areas on the Balmoral FPV were improved:

»  Pre development preparation for the Burghley field tie in. This development will come across Balmoral as
third party production.

»  Tie in work for the second gas compressor that will double the available gas lift volumes and enhance
production from all reservoirs.

s«  Modifications to the gas re-hydration systern to improve the quality of 1ift gas going fo the Brenda Nicol
wells.

»  Refurbishment of the separator vessels to accommodate the increased volumes coming form the Brenda,
Nicel and Burghley fields

«  Modifications to the electrical supply to the Brenda Nicol manifeld.

s  De-bottlenecking of process pipewark to accommodate increased volumes.

s Instaliation of new Vortoil internals to improve environmental performance.

As previously advised, the shut down of the Balmoral FPV resulted in lower production and therefore lower revenues
for the quarter. The shutdown period in 2008 covered approximately six weeks.

FINANCIAL SUMMARY

Revenues for the third quarter 2008 were $945.3 million compared to $149.1 million for the same period one year earlier
as a result of lower production becauss of an expanded maintenance program on the Balmoral platform compared to
that of 2007. For the nine months ended September 30, 2008 revenues were $496.1 million compared to $191.8 million
for the same period in 2007 as a result higher production and higher cemimodity prices compared to 2007. The
Company showed net income for the quarter of $5%.1 millior compared to net income of $54.6 million for the same
period in 2007, Net income for the nine months ending September 30, 2008 was $81.7 million compared to $75.1
million for the same period one year earlier. Cash from operating activities increased to $114.2 million for the third
quarter 2008 compared to $96.0 million for the third quarter 2007, and for the nine months ending September 30, 2008
cash from operating activities totalled $394.8 million compared to $86.4 million for the same period one year earlier.
EBITDA was $52.0 million, or $0.23 per share, for the third quarter 2008 cempared to $118.7 million or $0.55 per
share for the second quarter 2007. EBITDA for the first nine months of 2008 was $370.3 million, or $1.67 per share
compared to $142.9 million, or $0.68 per share, for the same period one year earbier.
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OVERALL PERFORMANCE

Oilexco’s average datly production for the third quarter 2008 averaged 11,951 bbis/d, while average daily sales were
8,623 bbis/d reflecting a production underlift for the quarier. As expected, production for the third quarter was lower
than the second guarter becauge of annual maintenantce furnaround on the Balmoral FPV which reguired production to
be halted. As the new operator of the Balmoral FPV, Oilexco performed particulasly intensive maintenance and
upgrade activities on the facility that lasted for approximately six weeks. The enhancements will allow the facility to
more effectively and reliably produce reservoirs from the Balmoral Hub region, including the Brenda/Nicol fields, and
will augment safety aboard the facility. A subsea pump at the Brenda manifold was replaced subsequent to the end of
the third quarter which resuited in increased production.

At the Company’s 100% owned Shelley development, the Sedco 712 semisubmersible drilling vessel completed one of
the production wells, and a second prodaction well is in its final stages of completion. Construction modifications of
the Sevan Voyageur FPSO progressed in Rotterdam. The Voyageur FPS(G is scheduled to be towed out to the Shelley
field in the fourth quarter depending on weather conditions and final site preparations.

Afier the Ocean Guardian semisubmersible drilling vessel completed its successful drill stem test at Moth in Biock
23/21 that flowed at 2 maximun rate of 24.4 Mmcf/d and 2,460 Bbls/d of condensate, it went into drydock for several
weeks for its five year re-cerfificaiion. Upon its return, it conducted drilling in Block 22/14a immediately east of the
Huntingtor Biock. Two wells were drilled which both encountered oil. The 22/14b-9 well encountered 58 feet true
vertical thickness (TVT) of oii-bearing Forties sandstone. Wireling pressures confirmed that these oil-bearing Forties
sandstones were connected with the Huntington Forties Pool, suggesting that the oil pool extends from Block 22/14b
onto a portion of the adjacent Block 22/14a. Furthermore, the 22/14b-9z sidetrack well, which encountered 26.3 feet
TVT of oil-bearing Forties sandstone on the flank of a seismic anomaly. The 22/14b-9z well was perforated from
10,644 to 10,664 feet M.D. and the drili-stem test vielded a maximum flow rate of 2,707 barrels of oil per day through
a 56/64” choke, with no waier or sand produced during the test. The APT gravity of the oil was 44° and the average
GOR during test was measured to be 368 scf/bbl. After consultation with joint owners, Oilexco will incorporate alt the
data pathered into & Field Development Plan to be submitted to the UK regulator, The Company eamned a 25.04%
working inderest in the shallow zone of Block 22/14a to supplement its 40% working interest in Huntington, Block
22/14b.

The Sedco 704 drilling vessel was under short term contract to Oilexco until the end of August. In July the vessel
drilled 5 appraisal wells in the recently acquired Caledonia field, all of which encountered oil thereby extending the
productive boundaries of the reservoir. The Company will initially drill a production well in the northern lobe of the
field and use the existing subsea pipeline and equipment to transport oil to the Britannia platform. Additional wells are
planned for the future. The field produced approximately 6 million barrels of 33° AP1 oil before being shut in by the
field’s former partners. After drilling on Caledonia concluded, the Sedco 704 drilled two wells in the Shelley North
target located immediately north of the Shelley development. While hydrocarbons were encountered, both wells drilied
into the Forties sand deeper than the scismically-derived prognoses. Gas-filled shallow sands affect the seismic
reliability in the Shelley North area. These wells were plugged and abandoned.

Ir the Huntington area, meetings with the joint owners of the 22/14 b Block and the 22/14 a Block are being held to
determine the best alternatives for development of the Forties accurnulation after which a Field Development Plan will
be submitted to the regulatory authorities. Initial planning for the Bugle and Black Horse fields occurred between the
joint owners and additional appraisal drilling is planned for the Bugle block later in 2009, The joint owners at Moth,
which was discovered in June, engaged in discussions about the next steps for future appraisal wells and preliminary
diseussions about development options.
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OUTLOOK

Oilexco will continue to focus its activities on bringing new wells into production over the next several months. Hook
up activities are expected to commence in the Shelley field in the fourth quarter when the Voyageur FPSO is towed out
to the field. The two Shelley wells are scheduled to begin production late in December or possibly into the first guarter
depending on weather conditions during final hook ups. A second well in the Nico! field will be drilled and brought
into production in late December 2008 or January 2009. Contractors are working to repair three previousty shut-in
wells on the Balmoral field that are expected to be re-started before the end of the year.

Drilling will begin in the first quarter 2009 on one production well in the Caledonia field. Additional wells are
planned on Caledonia for later in 2009

The Company currently anticipates incurring substantial expenditures for its capital investment plans and to meet
contractual and debt obligations as outlined in “Contractual Obligations”. The Company’s cash flow from operating
activities will not be sufficient to satisfy both its current obligations and the requirements of capital investment
programs. The Company has been affected by the current eredit and liquidity shortage resulting in delays and the
potential for higher costs to close financing arrangements. The ability of the Company to undertake its capital
investment and business plans are dependent on its ability to obtain additionat financing. The Cornpany considers it
prudent to review its financing alternatives with its banking and other financial advisors and is actively pursuing new
capital resources from a variety of sources. The Company’s ability to monetize its assets and discharge its Habilities as
they come due is dependent on the successful closing of these financing initiatives.



RESULTS OF OPERATIONS
REVENUES

Three Months ended Nine Months ended
($ 000°s) September 30, September 30,

2008 2007 2008 2007

il and Gas UK - North Sea 894,288 §$147,374 $492,104 $187.553
Enter-field Tariff 316 860 1,539 1,541
Interest Income 671 858 2,494 2,732

§95,275 $149,092 $496,137 $191,826

Sales of vi} and gas in the UK North Sea amounted to approximately $94.3 million for the three months and $492.1
millien for the nine months ended September 30, 2008, compared to approximately $147.4 miilion and $187.6 million
for the same periods in 2007,

The decrease in third quarter revenues in 2008 relates mainly to the Balmoral platform maintenance shutdown for
approximately six weeks that was extended to facilitate the completion of several equipment upgrades. In addition, the
cumulative overlift position from previous quarters was substantially reduced from 348,300 bbls as at June 30, 2608 to
approximately 32,500 bbis as at September 30, 2008. Accordingly, nominations for oil sales were significantly less
than actual production levels in the quarter. The year to dafe increase relates to the sale of oil and natural gas from
Brenda and Nicol fields which commenced in June 2007 and from additional interests in the Balmoral, Glamis and
Stirling fields {(“Balmoral Biock™} acquired in December 2007 and from Netson and Janice fields acquired at the end of
April 2008.

The Company also realized income from inter-field tariffs of approximately $0.3 millien for the three months and $1.5
million for the nine menths ended September 30, 2008, compared to approximately $0.% milkion and $1.5 million for
the same period of 20067. These represent the Company’s interest in tariffs on third-party oil processed and relates
mainly to the partners’ 30% share in the Nicol field.

Interest income represents interest on bank accounts and short-term deposits and decreased for the three and nine
month months ended September 30, 2608 compared to the same period of 2007 due te lower cash balances in 2008.

PRODUCTION AND PRICES
Three Months ended Nine Months ended
September 30, September 30,
2608 20077 2008 2007
(il and Gas — UK North Sea
BOE/day ~ production 11,951 19,233 16,562 8,636
Average Oil and Gas Price $/BOE
UK North Sea 120,16 74.14 111.10 72.81
Crude OH as % of Production
UK North Sea 97% 97% 98% 97%

Average daily production of oil and gas in the UK North Sea decreased to 11,951 BOE/day in the third guarter of 2008
compared to 19,233 BOE/day for the same period in 2007. The decrease in production relates mainly to the Balmoral
platforrs maintenance shutdown for a six week peried as outlined. Production increased for the first nine months of
2008 to 16,562 BOE/day compared to 8,636 BOE/day due to the commencement of oii production from the Brenda and
Nicol fields in June 2007, the additional interests in the Balmoral Block acquired in December 2007 and from
production from the Nelson and Janice fields acquired at end of April 2068,

Average oil and natural gas prices in respect of the UK North Sea operations increased by 62% and 53% for the three
and nine months ended September 30, 2008, compared with the same periods of 2007. The increase in these periods is
attributable to the increases in worldwide crude oil prices.
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During the three months ended September 30, 2008 the Company produced 1,099,482 BOT and sold 784,711 BOE
resulting in an undertift of 314,771 BOE in the third quarter of 2008.

OPERATING COSTS
Three Months ended Nine Months ended
(5 000°s) September 34, September 30,
2008 2007 2008 2007
Operating Costs ($ 000°s) $22,83% $22,319 $63,574 $29.571
Operating costs $/BOE 24.67 11.23 14.35 11.48

Operating costs increased significantly for the nine months ended September 30, 2008 compared to the same period of
2007 due to increased production. The increase in operating costs per BOE in the third quarter of 2008, compared to the
third quarter of 2007 resulted mainty from significant maintenance and upgrading work on the Balmeral floating
production facility during its six week shutdown and partly from a higher profile of eperating costs per BOE from the
Nelson and Janice fieids that were acquired at the end of April 2008.

GENERAL AND ADMINISTRATIVE

Three Months ended Nine Months ended
(3 000’s) September 30, September 36,
208 2007 2008 2007
General and Admimstrative $5,404 $7.229 520,718 516,553
Headcount as at September 30 122 70 122 70

The increase in general and administrative expenses for the nine months ended 2008 compared with 2007 is largely due
to the addition of new employees and contractors at the Company’s offices in Calgary, Londeon and Oilexce North Sea
Limited’s office in Aberdeen. This is the result of continued development of the Company’s UK North Sea operation
and taking over operatorship of the Balmoral fleating production vessel.

The decrease in administrative expense in the three months ended September 30, 2008 compared to 2007 is mainly due
te a decrease of provision for national insurance costs in respect of stock options outstanding due fo the decrease in the
Company’s share price. In addition, the Company incurred non-recurring costs in 2007 related to listing on the London
Stock Exchange.

DEPLETION, DEPRECIATION AND ACCRETION

Three Months ended Nine Months ended
(} 600°s) September 30, September 30,
2608 2007 2008 2007
Depletion, Depreciation and
Accretion {DD&A) {3000°s) $33,288 $44.169 $157,826 $56,952

DD&A $/BOE 35.96 2222 34.53 22.11

The increase in DD&A for the nine months ended September 30, 2608 compared to the same pericds in 2007, relates
mainly to the commencement of production from the Brenda/Nicol field, production from additional interests in the
Balmoral Block and to production from the Nelson and Janice fields.

The decrease in DD&A for the three months ended September 30, 2008 to $33.3 million is related to lower production
in the quarter compared to 2007. Overall, the DD&A $/BOE in 2008 is higher compared to the prior year due mainly
to increased eapital expenditures and drilling activity in 2008 resulting in a higher depletable pool and production than
in 2007.



DD&A includes an aceretion expense with respect to Asset Retirement Obligations (“ARG™), which for the UK North
Sea operation amounted to approximately $0.7 million and $6.2 million for the three months ended September 30, 2008
and 2007 and $1.8 million and $0.2 million for the nine months ended September 30, 2008 and 2007, respectively.

FORFIGN EXCHANGE
Three Months ended Nine Months ended
(5 008’s) September 30, September 30,
2008 2007 2008 2607
Foreign Exchange Gain $25,446 $17,763 825,232 $37,252

The Comparny’s foreign exchange gains relate mainly to the fluctuation of the US dollar {“USD”) compared to the
British pound Sterling {(“pound”} and the Canadian dollar, Commencing October 1, 2007 the functional currency for
the Company was changed from Canadian te US dollass. In 2008, the Company has experienced foreign exchange
gains that are mostly refated to the strengthening of the USD while the Company holds a portion of its long term debt
and a major portion of its UK operating liabilities in pounds. In 2007, most of the gains were related to a strengthening
of the Canadian dollar compared to other currencies, including on USD denominated debt.

STOCK-BASED COMPENSATION

Three Months ended Niane Months ended
($ 000"s) September 30, September 34,
2008 2007 2008 207
Stock-Based Compensation Expense $14,675 $237 846,175 $4,047

A compensation expense of $14.7 million and $46.2 million was recognized for the three and nine months ended
September 30, 2008, respectively, The cumulative expense relates to 7,195,000 stock options granted during the
quarter, summarized as follows:

Grant Date Number Exercise Price Exercise Price Expiry Date
CAD USD
March 26, 2008 1,443,600 $13.27 $13.04 March 25, 2013
May 16, 2008 3,460,000 $15.97 1599 May 16, 2013
July 10, 2008 1,300,000 $16.91 $16.76 July 16,2013
August 19, 2008 890,000 $13.40 $12.64 August 19,2013
September 15, 2008 106,000 $12.43 §11.63 September 15, 2013

Exercise prices for stock options granted are determined by the clesing market price on the day before the date of the
grant or, if the Company is in a black-cut period at the time of the grant, then the closing market price at the end of the
black out peried.

All stock options vest immediately on the date of grant unless a probaticnary period is applicable. Fair value of each
option granted is estimated on the date of grant using the Black-Scholes option pricing model (assumptions used for the
model are discussed in the notes accompanying the Company’s unaudited consolidated interim financial statements as
at and for the three and nine month periods ended September 30, 2008}

On March 19, 2008 the Board of Directors of the Company approved an Employee Share Purchase Plan ("ESPP”) that
is administered by an independent Adminisirator and with an appointed Trustee of the Plan. Employees may enroli at
any time after completing three months of service with the Company and may contribute up to 5% of their base salary
with the Company matching the employee contributions. The plan funds are used to acquire, on behalf of the
employees, Company shares in the open market on a monthly basis. The Company’s coniribution to the ESPP for the
period ended September 30, 2008 totaled $0.2 miltion and is included in general and administrative expense.
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DERIVATIVES
Three Months ended Nine Months ended
(5 600’s) September 30, September 30,
2008 2067 2008 2007
Unrealized {Gain) Loss on Derivatives $(134,245) S22 $29.605 $5,543
Realized Loss on Derivatives 14,382 - 37,084 -
$(119,863) $(2,412% $66,689 $5,543

The Company has a collar agreement with the Royal Bank of Scotland (“RBS™) in order to secure its future cash flow
by limiting the Company’s exposure to downward fluctuations in the price of crude oil. As atesult of an increase in oil
prices as at September 30, 2008 and 2007 {as compared to January 235, 2007 when the collar was signed) a mark-to-
market valuation of respective puts and call options included in this collar resulted i an unrealized loss on derivatives
of approximately $29.6 million and $3.5 million for the nine months ended September 30, 2008 and 2007, respectively.
The September valuation resulted in a substantial unrealized gain in the three months period as a result of decreases in
world wide oif prices that reversed most of the unrealized losses that were recorded as at June 30, 2008. Unrealized
gains and losses are non cash items,

During the three and nine months ended September 30, 2008, the Company incurred $14.4 million and $37.1 miilion
respectively in realized losses as a result of the coilar, representing the settlement of calls, due to the increased oil

prices.

INTEREST AND BANK CHARGES

Thyree Months ended Nine Months ended
($ 000’s) September 30, September 30,
2008 2007 2008 2607
Interest and Bank Charges §5,706 $5,650 $19,004 $16,061

Interest and bank charges amounted to $5.7 million for the three months ended September 30, 2008 and 2007 and $19.1
million and $16.7 million for the nine months ended September 30, 2008 and 2007, respectively and relate mainly to
the Senior Facilify utilized to finance Brenda and Nicol development costs.

TAXES (RECOVERY)
Three Months ended Nine Months ended

(8 000’s) September 30, September 30,

2008 2007 2008 2007
Current Income Taxes (Recovery) § N $ 122 $ 168 £ o4l
Current PRT Taxes 2,009 - 3,278 -
Deferred PRT Tax {(Recovery) {4,073) - {4,336) -
Future Income Tax 101,665 34,911 64,684 24,024

Current income tax relates to the 28% UK income tax on non-ring fence activities (30% in 2007), which, for the
Company, includes interest on cash and bank deposits as well as foreign exchange gains or losses on: cash denominated
in foreign carrencies, The recovery of $39 thousand for the third quarter resulted from recognition of a non-ring fence
tax adjustment of $532 thousand in respect of 2007 final tax,

PRT tax represents Petrolewrn Revenue Tax payable in the UK in respect of the Nelson field acquired at the end of
April 2008, A current PRT charge of $2.0 miilion and $3.3 million and deferred PRT recovery of $4.1 million and $4.5
miilien was recognized for three and nine months ended Septamber 30, 2008

The future income tax of $101.7 million and $64.7 million for the three and nine months ended September 30, 2008,
respectively and fiture income tax of $34.9 million and $24.0 million for the three and nine months ended September
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30, 2007, respectively relates entirely to the UK operation. Included in the future income tax for the nine months ended
September 30, 2008 is an increase In previously estimated tax pools of $13.0 million due fo a change in estimate.

The future income tax liability of $117.7 million as at September 30, 2008 includes $33.2 million for future income tax
liabilities realized on the translation of foreign denominated tax pools relating to the Company’s previously
denominated GBY tax pools being translated to $U1.S. denominated tax pools as well as $8.8 million representing a
future income tax liability acquired on purchase of Svenska (Note 9) as discussed in the noles accompanying the
Company s unandited consolidated intenim financial statements as at and for the three and nine month periods ended
September 30, 2008,

NET INCOME AND CASH FLOWS FROM OPERATING ACTIVITIES

Three Months ended Nine Months ended
(3 000°s) September 30, September 30,
2008 2007 2008 2007
Net Income $59,130 $54,630 $81,72%9 375,106
Cash from Operating Activities 114,236 96,003 394,760 86,390

In the third quarter of 2008 the Company recognized net income of $59.1 million compared 1o net income of $54.6
miiiion in the third quarter of 2007,

Cash from operating activities for the three and nine month periods ended September 30, 2008 increased compared to
the same period in 2007 mainly due to cash generated from Brenda/Nicol field and frem additional interests in
Balmoral Biock fields and from Nelson and Janice fields.

EBITDA

EBITDA is one of the primary measures used by decision makers to measure the Company’s operating results and to
help measure profitability and performance. Management believes that the EBITDA is meaningful to investors because
it provides an analysis of operating results using the same measures utilized by the Company’s chief decision makers
and external stakeholders, that EBITDA provides investors with a means o evaluate the financial results as compared
to other companies within the same ndustry and that it is common practice for institutional investors and investment
bankers to use various multiples of carrent or projected EBITDA for purposes of estimating current and/or prospective
enterprise value.

The Company defines EBITDA to be net earnings (loss) adjusted for depletion, depreciation and accretion {DD&A},
impairment of property, plani and eguipment, interest and investment income, Iinterest expense, stock based
compensation expense, discontinued operations, foreign exchange gains and losses, unrealized gains and losses on
derivatives, non-operating income or expense, income tax expense and any cumulative effect of accounting changes.
The presentation of EBITDA may not be comparable to statistics with the same or similar name as reported by other
companies. Not all companies and analysts calculate EBITDA in the same manner.

EBITDIA is not a Canadian GAAP measure of profit and loss or cash flow from operations and should not be

considered as an alternate to net income, cash flows or any other measure of performance or liquidity under generally
accepted accounting principles, or as an indicator of a company’s operating performance.
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The Company’s net income reconciles to consolidated EBITDA as follows:

(in 5000’s, except Three Months ended Nine Meonths ended
per share amounts) September 30, September 30,
208 2007 2008 2007

Net income 559,130 $54.630 $81,729 $75.106
Deduct Interest Income (671} (838) {2,494) (2,732)
Add Back Income Tax 99,542 35,033 63,594 24,665
Add Back DD&A Expense 33,288 44,169 157,826 36,952
Deduct Foreign Exchange Gain (25,446) (17,763} (25,232) (37,252)
Add Back Stock—Based Compensation 14,678 237 46,175 4,047
Add Back (Deduct) Unrealized Loss

(Gain) o Derivatives {134,245) (2,412) 29,605 5,543
Add Back Interest Expense 5,706 5,650 19,064 16,661
ERBITDA $51,979 $118.68¢ $370,267 $142,950
EBITDA § pershare 0.23 0.55 1.67 0.68

The increase m EBITDA for the nine months ended September 30, 2008 is due to the revenues from the Brenda/Nicol
field, from additional interests in Balmoral Block fields and from Nelson and Janice fields.

The decrease in EBITDA for the three months ended September 30, 2008 relates mainly to lower production and
revenues in the period as a result of the extended shutdown period compared to 2007 and a reduction of the overlift
position during the period from 348,300 bbls as at June 30, 2008 to approximately 33,500 bbls as at September 30,
2008.

LIQUIDITY AND CAPITAL RESOURCES
Total net proceeds from financing activities for the three months ended September 30, 2008 amounted to approximately
$58.2 million including $35.0 million related to proceeds from bank loans and $3.2 million from stock options

exercised during the quarter,

The Company has the following bank facilities in place:

Tetal Outstanding as at Interest rate per
(3 000°s) Facility September 30, 2008 annum Maturity Date
Senior Facility $ 500,060 $ 436,264 LIBOR + 1.5 % Dec.31, 2032
Pre-Develapment Facility 178,000 124,613 LIBOR+3.0-55% Jan. 31, 2009
Overdraft 2,670 - LIBOR + 1.3 % On demand

In addition, as at September 30, 2008, the Company has letters of credit in place under the Senior Facility borrowing
base, subject to annual renewal, in the aggregate amount of $63.0 million related to the Decommissioning Security
Agreement in respect to the Balmoral floating production vessel and associated fields.

Proceeds from the bank facilities, cash available at the beginning of the period, and cash generated from operations in
the quarter were used to finance the Company’s investing activities in the UK Nerth Sea, which amounted to
approximately $257.1 million for the third quarter of 2008.

At September 30, 2008, the Company had unused Predevelopment Facility financing available in the amount of £30.0
miltion (approximately $53.4 million} which was utilized inr full in October 2008, the proceeds to be used o finance the
Company's development activity during the fourth quarter.

As at September 30, 2008, the Company had 223,832,827 outstanding commeon shares, as well as 500,000 outstanding
common share purchase warrants and 20,665,000 outstanding common share stock options. Assuming all warrants and
stock options outstanding as at September 30, 2008 are exercised, the Company would realise gross proceeds of
approximately $42.% million.
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As at September 30, 2008, the Company had cash of approximately $29.0 million, a net working deficit of
approximately $224.9 million which includes the current portion of long term debt of $160.9 million and the current
portion of derivative contracts in the amount of $30.6 million. Long-term debt amounted to $400.7 million as at
September 30, 2008.

The Company currently anticipates incurring substantial expenditures for its capital investment plans and to meet
contractual and debt obligations as outlined in “Contractual Obligations”. The Company’s cash flow from operating
activities wili not be sufficient to satisfy both its current obligations and the requirements of capital investment
programs. The Company has been affected by the current credit and liquidity shortage resulting in delays and the
poteptial for higher costs to close financing arrangements. The ability of the Company to undertake its capital
investent and business plans are dependent on its ability to obtain additional financing. The Company considers it
prudent to review its financing alternatives with its banking and other financial advisors and is actively pursuing new
capital resources from a variety of sources. The Company’s ability to monetize its assets and discharge its liabilities as
they corme due is dependent on the successful closing of these financing initiatives. '

COMFPARATIVE BALANCE SHEET ITEMS

{in 3000’s) September 30, June 30, %o September 30, December 31, Y
2008 2008 2008 2007

Cash $ 28985 § 112251 -T4% § 28985 $ 81.865 -65%

Current Assets 96,366 234,757 -59% 96,366 181,299 -47%

Property, Plant and

Equipment 1,483,511 1,332,760 11% 1,483,511 1,016,106  46%

Current Liabilities 321,201 419,399  -23% 321,201 152,326 111%

Long-term Debt

and Capital Lease 402,860 394,135 2% 402,860 424,057 5%

Other long term liabilities 202,913 170,597 19% 202,913 36,856 257%

Share Capital 439,226 434,088 1% 439,226 420,950 4%

Shareholders’ Equity § 663,150 5 586,123 13% $ 663,150 $ 576,393 15%

Cash has decreased for the three and nine months ended September 30, 2008 related to financing of development
activity and UK operations.

The decrease in current assets is due to the timing of accounts receivable and a decrease in revenues during the three
months ended September 30, 2008,

The growth in development activity is reflected as the increase in property plant and eguipment balances as at
September 30, 2008 compared to June 30, 2008 and December 31, 2007.

Current liabilities as at September 30, 2008 include current portions of long term debt and derivative obligations in the
amounts of $160.9 million and $30.6 million respectively as compared to $13.1 million and $17.2 million as at
December 31, 2007,

LONG-TERM FINANCIAL LIABILITIES

As at September 30, 2008, the outstanding balance of long term bank loans amounted to $400.7 million and related
entirely to the Senior Facilily agreement.

The Company has a capital lease agreement o purchase a pump and other manifold related sub-sea equipment for $4.7
million. The respective remaining lease obligation amounted to appreximately $3.1 million as at September 30, 2008
{including approximately $0.9 million payabie within one year).
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The Company recognized the mark-to-market value of its remaining derivative contracts which resulted in a liability of
$70.0 million, $30.9 million of which is long term, as at September 30, 2008 covering approximately 3.3 million
barrels of oil summarized as follows:

Calendar Year Quantity bbls/Month Strike Price / Collar

2008 (Oct-Dec) 179,000 $40/bbi put - $88/bbi call
2009 129,000 $40/bbi put - $88/bbi call
2010 98,000 $40/bbi put - $88/bbi call

As at September 30, 2008, the Company has letters of credit in place, subject to annual renewal, in the aggregate
amount of $63.0 million, under the Senior Facility borrowing base, related to the Decommissioning Security
Agreement in respect to the Balmoral floating production vessel and associated fields.

CONTRACTUAL OBLIGATIONS

Payments due by period are summarized approximately as follows:

(in § 000’s) Toial Less than [ 1-3 Years 4-5 Years After 5 Years
Year
Bank Loans $560,877 $160,140 $376,065 $24,671 b3 -
Capital Lease 3,120 997 2,123 - -
Derivative Contracts 69,950 30,623 39,327 - -
Drilling Contracts 549,286 255,653 293,633 - -
Floating Production Vessel 370,080 71,632 140,160 140,352 17,856
Contractors 71,903 70,318 1,084 500 -
UKCS Licences 59,278 2,742 8,872 12,825 34,839
Interest in Aircraft 5,202 1,051 2,305 1,806 -
Office Leases 8,928 1,468 2,877 2,466 2,117
Fotal Obligations $1,698,543 $364,664 $866,466 $182.620 $54 812

Bank loans represent the balances outstanding as at September 30, 2008 of the Senior Facility and Pre-Development
facility, which the Company has in place with RBS.

Pursuant to the Senior Facility agreement, loan repayment obligations are required to reduce the amount borrowed to an
amount no greater than the borrowing base. The amount of the borrowing base may fluctuate over time due to changes
in oil prices and reserves booked by the Company. Accordingly, for each balance sheet date, the repayment timing is
estimated based on the most recent re-determination of the borrowing base, and thus may change in the future. The next
re-determination is scheduled for December 31, 2008,

The capital lease obligation relates to an agreement to purchase a pump and other manifold related subsea equipment
which the Company entered info in 2006.

The Company’s derivative contract obligations relate to the mark-to-market valuation of the commodity collar
agreements as at September 30, 2008.

Inciuded in drilling contracts are the Company’s obligations with respect to two drilling units:

e (hlexco North Sea Limited has in place contracts with Transocean Offshore (North Sea} Ltd. (“Transocean™)
for the provision of the Sedco 712 semi-submersibie drilling wnit until March 23, 2010. As at September 30,
2608, the Company’s obligations for the next 18 months under these contracts with Transocean amount to
approximately $183.3 million.

¢«  Qilexco North Sea Limited has in place a contract with Diamond Offshore Drilling (“Diamond™) for the
provision of Geean Guardian, a semi-submersible drilling unit until May 2009. As at September 3{, 2008, the
Company’s obligations for the next 12 months under this contract with Diamond amount to approximately
$131.5 million. In April 2008, the contract was extended until July 2011 which results in an increase in the
Company’s obligations by a further $234.5 million.
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The commitments for the Floating Production Vessel relate to an agreement signed with Sevan Production UK (a
wholly-owned subsidiary of Sevan Marine ASA} in April 2007 for charter of the floating production, storage and
offloading vessel “FPSO Sevan 3 (Voyageur)” to be installed in the fouwrth guarter of 2008 on the Shelley field. The
fixed term of the contract is five years with an option 1o extend for an additional five years. The commitments under the
fixed term amount to approximately $370.0 million and are payable over the next five years to 2013,

The Company’s commitmenis in respect of contractors relate mainly to Shelley, Huntington and Ptarmigan
development work and equipment and amounted to approximately $71.9 million as at September 30, 2008,

Further to licenses granted to Oilexco North Sea, the Company is committed to pay UK license fees of approximately
$59.2 million over the next fourteen years in respect of its share in certain North Sea Blocks.

In January 2008, the Company purchased a 31.23% undivided interest in a Challenger 603 aircraft and increased the
ownership interest July 1, 2008 to 43.75%. The Company's ownership is a fractional share managed by FlexJet of the
Bombardier Aerospace Corporation and includes management services related to its share of the aircraft’s fixed costs
for the next five years in the amount of $5.2 million.

The Company is committed under operating lease agreements for the rental of office space for approximately $8.9
miilion that is payable over the next eight years.

The Company is currently pursuing projects/contracts that will require additional financing, In the future, the Company
will rely on internally generated cash fiow, commmercial bank debt firancing, mezzanine financing, private or public
equity investments, joint ventures, farm-outs, specialéy project finance debt sources, exercise of options and warrants
and other sources of capital as may be available to the Company. The current reduction of capital availability in the
world has caused, and will likely continue to cause delays in financing and increased costs, and could also affect the
Company’s ability to finance its operations. The Company is developing alternatives to its past sources of capital and
is working with a number of investors and intermediaries o address long term capital requirements.

SUMMARY OF QUARTERLY RESULTS

($ 000’s except per share}

{(Unaudited) Q3/08 Q2/08 Q1/68 Q4/07 Q307 Q67 Q147 G4/06
Gross Revenue — Operations 94,604 227,690 171,349 152528 148,234 39,542 1,318 1,467
Gross Revenue — Discontinued

Operations - - - - - - - 80
Net Earnings {Loss) 59,130 (27,283) 49,882 1,153 54,630 25,727 (5,251) 25,126
Per Share ($) 0.26 {0.12) 0.23 6.02 0.25 0.12 (0.03) 0.13
Net Earnings (Loss) -

Discontinued Operations - - - - - - - (729

Per Share ($) -

Gross revenue from operations, as summarized in the table, excludes interest income in the periods.

The decrease in revenues in the third quarter of 2008 related mainly to the maintenance shutdown of the Balmoral FPV
which stopped production for approximately six weeks. The net eamings resulted mosily from an unrealized gain on
derivatives in the amount of $134.3 million during the third quarter due to decreasing oil prices that substantially
reversed the unrealized derivative loss experienced in the second quarter of 2008,

The increase in revenues for the first and second quarters of 2008, compared to the last quarter of 2007, resulted from
additional interests in the Balmoral Field acquired in December 2007, as well as increases in oil prices. The continued
2008 oil price increases are reflected in the second quarter 2008 revenues, while the net loss in the second quarter of
2008 is due mainty to a loss on derivatives in the amount of $159.1 million experienced in the second guarter, $141.2
million of which is unrealized and related to mark to market valuation of derivative obligations based on increased oil
prices,

For guarters prior to March 31, 2007, operating revenues related to production from the Balmoral and Glamis fields in
the UK North Sea. In June 2007, production from the Brenda/Nicol fields commenced, resulting in an increases in
quarterly revenues.
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In 2007 the quarterly increases in revenues were followed by gquarterly increases in net earnings except for last quarter
of 2007, The decrease in net earnings in the fowrth guarter of 2607 compared to the prior quarter was mainly due to
recognition of $31.8 million in loss on derivatives contracts, increased DD&A expense in the third quarter, and stock-
based compensation totalled $10.1 million in the fourth quarter.

In the first quarter of 2007 the Company experienced a net loss mainly due to stock-based compensation expenses and
an unrealized loss on derivative contracts. In the third quarter of 2006, the vatuation of derivatives resulted In a
significant unrealized gain, which resulted in net earnings in this quarter. Net earnings in the last quarter of 2006 relate
mainly to the recognition of future income tax assets for the UK operation, partially offset by foreign exchange losses
and interest charges in the quarter.

Discontinued operations relate to Oilexco America, Inc. which was sold effective December 31, 2006.

CONTROLS ENVIRONMENT

Disclosure Controls and Procedures

The Chief Executive Officer and Chief Financial Officer are responsible for establishing and maintaining the
Company’s disclosure controls and procedures. They are assisted in this responsibility by the Company’s senior
management team. Disclosure controls and procedures have been designed to ensure that information required to be
disclosed by the Company is accumulated and communicated to our management as appropriate to allow timely
decisions regarding required disclosure.

It should be noted that while the Company’s Chief Executive Officer and Chief Financial Officer believe the disclosure
controls and procedures provide a reasonable level of assurance, they do not expect that the disclosure controls and
procedures would prevent all errors and fraud. A controls system, no matter how well conceived or operated, can
provide only reasonable, not absolate, assurance that the objectives of the control system are met.

Internal Controls over Financial Reporting

The Chief Executive Officer and Chief Financial Officer of the Corporation are responsible for designing internal
conirels over financial reporting or causing them to be designed under their supervision in order to provide reasonable
assurance regarding the reliabilify of financial reporting and the preparation of financial statements for external
purposes in accordance with Canadian GAAP. The Chief Executive Officer and Chief Financial Officer have
concluded, as of the date of the Management’s Discussion and Analysis that the Company’s internal controls over
financial reporting have been designed to provide reasonazble assurance regarding the relability of financial reporting
and the preparation of financial statements for external purposes in accordance with Canadian GAAP.

Management does not expect that the internal controls over financial reporting would prevent all ervors and fraud, A
controls system, no matter how well conceived or operated, can provide only reasonable, not absolute, assurance that
the objectives of the control system are met.

Effective April 30, 2008 the Company acquired Svenska Petroleum Expioration UK Limited. ("Svenska”) The acquired
subsidiary company has been re-named Oilexce N.S. Exploration Limited and is wholly cwned by Oilexco North Sea
Limited {UK) with the acquired enterprise’s results consolidated into financial statements and this report commencing
May |, 2008, Effective July 1, 2008 the Nelson property assets acquired, were transferred from Oilexco N.S.
Exploration Limited to Oilexco North Sea Limited (UK}, The process of integrating internal controls and business
processes of the newly acquired entity was substantially completed during the third guarter of 2008.

Otherwise, there have been no material changes in the design of the Company’s internal controls over financial
reporting that have materially affected, or are reasonably likely to materially affect, the Company’s internal controls
over financial reporting during the nine month ending September 30, 2008. Management has undertaken a third party
review of internal controls for disclosure and financial reporting and the Company is addressing issues as they arise,
however, no material changes to such internal controf systems have been identified to date.
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CHANGE IN ACCOUNTING POLICIES

a) Financial Instruments Disclosure and Presentation

In December 2006, the CICA approved Handbook Section 3862 “Financial Instruments - Disclosures”, and Handbook
Section 3863 “Financial Instruments Presentation”. The objective of Section 3862 is to require entities to provide
disclosures in their financial statements that enable users to evaluate both the significance of financial instruments for
the entity's financial position and performance and the nature and extent of risks arising from financial instruments to
which the entity is exposed during the period and at the balance sheet date, and how the entity manages those risks.
The purpose of Section 3863 is to enhance financial statement users' understanding of the significance of financial
instrumenis to an entity's financial position, performance and cash flows. These sections apply to interim and annual
financial statements relating to fiscal years beginning on or after October 1, 2007. The Company has adopted the new
disclosure requirements effective January 1, 20608, The two sections result in the additional disclosures set out below.
There have been no significant changes from the previous year to the Company on its exposure to risks and
management’s objectives, policies and process to manage the market risks outlined below.

The Company has identified that it is exposed principally to the following areas of market risk.
i} Commodity Risk

Commodity price risk related to crude oil prices is one of the Company’s most significant market risk exposures. Crude
oil prices and quality differentials are influenced by worldwide factors such as OPEC actions, pelitical events and
supply and demand fundamentals. To a lesser extent the Company is also exposed to natural gas price movements.
Natmral gas prices are generally influenced by oil prices, supply and demand and lecal market conditions. The
Company’s expenditures are subicct to the effects of inflation and prices received for the preduct seld are not readily
adjustable to cover any increase in expenses from inflation, The Company may periodically use different types of
derivative instruments to manage its exposure to price volatility, thus mitigating fluctuations in commodity-related cash
flows and as well as a result of a requirement of the Company’s lenders as outlined in Note 5 in the notes
accompanying the Company’s unaudited consolidated interim financial statements as at and for the three and nine
month periods ended September 30, 2008.

The Company has derivative obligations that are subject to independent market valuations as at each balance sheet date.
The valuation results in unrealized gains and losses on contract derivatives that are segmented in the balance sheet
between current and long term portions beyond one year. The valuation is prepared based on forward rates of expected
prices of cil per barrel based on current market conditions and discounted for the time value of meney. The forward
rates are compared to a contractual setilement rate of $88 per barrel for ali outstanding cail options.

1n addition, each month the Company may incur an actual realized loss that is payable on derivative contracts to the
extent that the actual average price in the month exceeds $88/barrel for the contracted volumes, The average il price
used for derivative settlements for the quarter ended September 30, 2008 was $114.78/barrel that resulted in a $14.4
million realized toss. The commodity risk and overall impact to net income is partly mitigated since revenues are
transacted at market rates and the derivatives cover only approximatety 30% of current monthly production levels.

To help gauge sensitivity of commodity prices on the valuation of its derivative obligations, upon considering the
recent trends in oif prices, the Company has assumed a possible fluctuation range of an increase or decrease of 10% in
oil prices on its derivative obligations. The overall approximate impact to the reported income before taxes for the nine
meonths ended September 30, 2008, is summarized as follows:

(in $ millions)

Assumption on Prices Derivatives Loss {Gain) Net Income Before Tax

(hange (Precreasellncrease
(il Prices Increase by 10% §26.2 8(26.2)
Qil Prices Decrease by 10% $022.9 §22.9

Since all cutstanding derivatives are accounted as an obligation at market values, a decrease in oil prices of 10% would
increase net income before tax and vice versa.
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it} Interest Risk

The Company uses floating rate debt to finance its operations. The Company is exposed to inferest rate risk to the
extent that LIBOR may fluctuate. The Company’s debt is substantially denominated in U.S. dollars ("USD™). The
Company evaluates its annual forward cash flow requirements on a rolling weekly and menthly basis. Accordingly,
individual facility amounts utilized and related interest terms vary from one month to nine month intervals.

Interest rates may fluctuate in the future. For purposes of this sensitivity analysis the Company has assumed a possible
interest rate fluctuation of an increase or decrease of 75 basis points compared to rates in the current quarter. The
overall approximate impact to reported net income before taxes for the nine months ended September 30, 2008, is
estimated as follows:

(in § milliens) Interest Expense Capitalized Income
Increase Interest Before Taxes
Assumption on Interest Rates {Decrease) Increase {Decrease)ncrease
{Decrease)
Interest Rates Increase by .75% $2.2 $6.09 5(2.2)
Interest Rates Decrease by . 75% $(2.2) $(0.9) §2.2

The Company is evaluating its long ferm debt and financing requirements based on capital expenditure plans, expected
cash flows from operations and avaikable credit markets. The table is based on facility arrangements that are in place as
at September 30, 2008,

For the three month and nine month pericds ended September 30, 2008, interest and bank charge expense was $5.7
million and $19.1 million respectively. The effective interest rate on the senior facility debt, included in interest
expense, is approximately 4.2 % and 5.9% for these respective periods.

iii) Foreign Exchange Rate Risk

The Company is exposed to foreign exchange risks te the extent it (ransacts in various currencies, while measuring and
reporting its results in USD. The exposure to foreign exchange risk is partly mitigated since debt financing and
receivables are mostly in either Pounds Sterling or USD. Since time passes between the recording of a receivable or
payable transaction and its collection or payment, the Company is exposed to gains or losses on non-USD amounts and
on balance sheet translation of monetary accounts denominated in non-USD amounts upon spot rate fluctuations from
quarter to quarter.

The Company believes that its foreign exchange risk is mitigated in thaf revenues and interest expense and a portien of
its operating and exploration costs are largely transacted in USD. Based on recent trends in foreign exchange rates, the
Company has assumed a possible fluctuation range of an increase or decrease of 3% in nen-USD currency rates on
financial instruments. Upoen considering this rate of change, the impact on expenses and income before taxes as
reported for the period ended September 30, 2008, is summarized as follows:

{in $ miilions) FX Expense Ineome
Increase Before Taxes
Assumption on {Decrease} {Decrease) Increase

Foreign Exchange (¥X) Rates

Nor USD FX Rates Strengthen by 5% $8.8 5(8.8)

Non USD FX Rates Weaken by 5% 3(8.8) $3.8

The foreign exchange expense is unrealized and relates mainiy to a net monetary lability position in Pounds Sterling
currency, and upon considering a varied spot rate assumption as at September 34, 2008.
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v} Credit Risk

The majority of the Company’s accounts receivable, with its customers in the oil and gas industry, are subject to
normal industry credit risks and arc unsecured. A substantial portion of Company’s revenues are derived from a Jarge,
reputable, multi-national company. The carrying value of accounts receivable reflects management’s assessment of the
credit risk associated with these customers. The Company assesses partners’ credit worthiness before entering into
farmein or joint venture agreemenis. In the past, the Company has not experienced credit loss in the collection of
accounts receivable. As the Company’s exploration, drilling and development activities expand with existing and new
joint venture partners, the Company will assess and update its management of associated credit risk.

The Company regularly monitors all customer receivable balances outstanding in excess of 90 days. As at September
30, 2008 substantially all accounts receivables are current, defined as less than 90 days. Accordingly, there is no
allowance for doubtful accounts on accounts receivable.

The Company is potentiaily exposed to a risk with respect to cash amounts heid in individual banking institutions for
balances that are in excess of nominal guaranteed amounts. Cash balances are held in three different banking
institutions with the majority of cash as at September 30, 2008 held by one financial institution in the United Kingdom,
as required by the Company’s borrowing facilities. The Company periodically monitors published and available credit
information of all its banking institutions. The particular institution in which the majority of the Company’s cash is
held has recently received support from the UK government, including a direct investment by that government in the
equity of the instinttion and a change to its senior management.

v) Liguidity Risk

Liguidity risk includes the risk that, as a result of its operational requirements, the Company will not have sufficient
funds to settle a transaction on the due date. The Company manages liquidity risk by maintaining adequate cash
reserves, banking facilities, and by considering medium and future requirements by continuously monitoring forecast
and actual cash flows. The Company also considers the maturity profiles of its financial assets and liabilities.

Included in Note 5 of the Company’s unandited consolidated interim financial stafements as at and for the three and
nine month periods ended September 30, 2008 is a table of bank facilities that are at the Company’s disposal. The
Company currently anticipates incurring substantial expenditures to further its capital investment programs and to meet
its contractual commitments as described in Note 7 and its debt obligations as outlined in Note §. The Company’s cash
flow from operating activities will not be sufficient to meet these obligations and the Company is currently pursuing
alternate sources of capital, credit and liquidity, Given the current state of credit markets, no assurances can be given
that credit or capital will be available at reasonable prices, or at all. The Company considers it prudent to review its
financing alternatives with its banking and other financial advisors and is actively pursuing new capital resources from
a variety of sources. The Company’s ability to monetize its assets and discharge #s liabilities as they come due is
dependent on the successful closing of these financing initiatives.

b} Inventory

Effective January 1, 2008 the Company retrospectively adopted Section 3031, “Inventories” which stipulates that major
spare parts and standby equipment that are not in use should be inciuded in property plant and equipment, and alsc
provides more guidance on the measurement and disclosure requirements for inventory that is at the fower of cost and
net realizable value. As a result of adopting this policy and additional disclosures, as at September 30, 2008 the
Company reclassified $0.5 millios related to spare parts and standby equipment not in use to property plant and
equipment. Prior periods have not been re-stated.
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¢} Capital Disclosures

Effective January 1, 2008 the Company has adopted Handbook Section 1333, “Capital Disclosures™ which requires
entities to disclose their objectives, policies and processes for managing capital, and in addition, whether the entity has
complied with any externally impesed capital reguirements.

The Company’s objectives when managing capital are:

» o safeguard the Company’s ability to continue as a going concern;

» 1o maintaip balance sheet strength and optimal capital structure, while ensuring the Company’s
strategic objectives are met; and

* to provide an appropriate return to shareholders relative to the risk of the Company’s underlying
assets

In the management of capital, the Company includes shareholders’ equity and interest bearing debt defined as long
term bank loans, current portion of long-term debt, overdraft debt and capital lease obligations. Sharehoiders” equity
includes share capital, contributed surplus, retained earnings or deficit and other comprehensive income.

The Company maintains and adjusts its capital structure based on changes in economic conditions and the Company’s
plammed requirements. The Board of Directors reviews with Management the Company’s capital structure and monitors
requiremenis. The Company may adjust its capital structure by issuing new equity and/or debt, selling and/or acquiring
assets, and controlling the capital expenditure program.

The Company monitors its capital siructure uging the debt-to-equity ratio and other benchmark measures at the
consolidated group level, however, there are no formally established guidelines.

{in § millions) September 30, December 31,

2008 2007
Debt 3 564.8 $ 4382
Equity 663.2 576.4
Debt-te-Equity Ratio 085:1 0.76 : 1

As at September 30, 2008, there were no extemally imposed debt covenants with respect to the Company’s capital
structure.

There have been no significant changes from the previous year to management’s objectives, pelicies and processes to
manage capital or to the components defined as capital,

d) Status of Transition to Internatienal Financial Reporting Standards (IFRS)

On February 13, 2008, the Canadian Accounting Standards Board confirmed that publicly accountable enterprises will
be required to adopt [FRS in place of Canadian Generally Accepted Accounting Principles {GAAP) for interim and
annual reporting purposes for fiscal years beginning on or after January 1, 2011, At this time, the impact on our future
financial position and results of operations is not reasonably determinable or estimable. To date, the Company has
supported initial staff training programs and has commenced communications with external advisors to plan the IFRS
initiative tncluding an assessment of transitional requirements and to identify expected impacts on the Company.

The Company plans to conduct an initial diagnostic phase commencing in the fourth quarter of 2008. A cross
functional steering committee comprised of Management, an external Director, and advisor, has been engaged to
monitor the TFRS project until its completion. Regular reporting will occur to Management and to the Audit
Commnitiee,
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RESPONSIBILITY STATEMENTS

Arthur 8. Millholland, a director and the chief executive officer of Oilexco and Brian L. Ward, a director and the chief
financial officer of Oilexco, are responsible for preparing this Report and the related financia statements in accordance
with applicable UK law (including the Disclosure and Transparency Rules of the UK Financial Services Authority
("DTR")) and Canadian generaily accepfed accounting principles.

Arthur S. Miflhoiland and Brian L. Ward each confirm that, to the best of their respective knowledge,
{a) the set of financial statements accompanying this Report has been prepared in accordance with Canadian generally
accepted accounting principles and gives a true and fair view of the assets, liabilities, financial position and profit

or loss of Oilexco and the undertakings included in the consolidation as a whoie, as required by DTR 4.2.4;

(b) the interim Management Discussion and Analysis appearing in this Report includes a fair review of the information
reguired by DTR 4.2.7 and 4.2.8,

Signed “Arthur S Millholland” Signed "Brign L. Ward”
Direcior Director
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OILEXCO INCORPORATLED
Consolidated Balance Sheets

(unaudited)

(in thousands of United States dollars)

As at

Assets

Current Assets
Cash and Cash Equivalents
Agcounts Receivable
Prepaids and Deposits {Note 3}
Inventory

Deferred Financing Costs

Future Income Taxes (Note 8)

Deferred Petrolenm Revenue Tax Asset
Property, Plant and Equipment (Note 4)

Liabilities and Shareholders’ Equity
Current Liabilities
Accounts Payable and Accrued Liabilities
Capital Lease Obligation
Current Portion of Long Term Bank Loans (Note 3)
Current Portion of Derivative Contracts (Note 5}

Long Term Bank Loans {Note 5)
Capital Lease Obligation
Derivative Contracts {Note 5)
Aasset Retirement Obligations
Future Income Taxes (Note 8)

Commitments (Note 7)

Sharcholders™ Equity
Share Capital (Note 6}
Contributed Surplus
Retained Earnings
Accumulated Other Comprehensive Income

5

September 34, December 31,
2008 2007

28,985 81,865
46,779 87,130
18,215 9,112
2,387 3,192
96,366 181,299
4,896 7,938
- 4,289
966 -
1,483,311 1,016,100
1,489,307 1,028,333
1,585,673 1,209,632
128,635 120,923
997 1,023
160,926 13,070
30,623 17,310
321,201 152,376
400,736 420,937
2,124 3,120
39,327 23,035
41,417 33,821
117,718 -
922,523 633,239
439,226 420,950
76,503 36,531
105,757 24,028
41,662 94,884
663,150 576,393
1,585,673 1,206,632

The accompanying notes form an integral part of these consolidated financial statements.
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OILEXCO INCORPORATED
Consolidated Statements of Income and Retained Earnings (Deficit)
For the Periods Ended
(enaudited)

{in thousands of United States doflars, except per share amounis)

Three months Three months Nine months Nine months
Ended Ended Ended Ended
September 30, September 30, September 30, September 30,
2008 2007 2008 2007
Revenues

Oil and Gas Sales b3 94,288 § 147,374 % 492,164 3§ 187,553

Inter-Field Tariff 316 860 1,539 1,541

Insterest Income 671 858 2,494 2,732

95,275 149,092 496,137 191,826

Expenses

General and Administrative 5,404 7.229 20,718 16,533

Operating 22,839 22,319 65,574 29,571

Depletion, Depreciation and Accretion 33,288 44,169 157,826 56,952
Foreign Exchange Gain (25,446) {17,763) (25,232) (37,252)

Stock-Based Compensation (Note 6 (b)) 14,675 237 46,175 4,047

(Gain) Loss on Derivatives (Note 5} {119,863) (2,412) 66,689 5,543

Interest and Bank Charges 5,706 5,650 19,064 16,661

{63,397) 539,429 350,814 52,055

Income Before Income Taxes 158,672 80,663 145,323 89771
Current Taxes (Note 8) {1,950) (122) {3,446) (641)
Future Taxes (Note §) (97,592) (34,911) (60,148) (24,029

Net Income 39,130 54,630 81,729 75,106
Retained Earnings (Deficit), Beginning of Period 46,627 (31,755) . 24,028 {52,231)
Retained Earnings (Deficit), End of Period $ 185,757 % 22875 % 105,757  § 22,875

Basic Net Income per Share (Note 6(c)) $ 0.26  § 025 % 037 % 0.33

Diluted Net Income per Share (Note 6(¢)) $ 025 § 024 § 035 % (.33

The accompanying notes form an integral part of these consolidated financial statements.



Net Income

Other comprehensive (loss) income
Future income tax realized on translation of
foreign currency denominated tax pools

Unrealized gains on translation of conselidated
financial statements into reperting currency

Comprehensive Income

Acecumulated Other Comprehensive Income,

Beginning of Period

Other Comprehensive Income

Accumulated Other Comprehensive Income,

End of Period

OILEXCO INCORPORATED
Consolidated Statements of Comprehensive Income and Accumulated Other Comprehensive Income

For the Pericds Ended
{unaudited)

{in thousands of United States dollars)

Three months Three months Nine months Nine menths

Ended Ended Ended Ended

September 34, September 30, September 30, September 30,
2008 2007 2008 2007

b 39136 § 54,630 81,729 § 75,106

- - (33,222) -

; 40,212 - 78,726

) 59,130 % 94,842 28,507 § 153,832

$ 41,662 § 534,672 94,884 § 16,158

- 40,212 (53,2223 78,726

3 41,662 $ 4,884 41,662 S 94,884

The accompanying potes form an integral part of these consolidated financial statements,
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OILEXCO INCORPORATED
Consolidated Statements of Cash Flows
For the Periods Ended

{unaudited)

(in thousands of United States dollars)

Cash Flows from Operating Activities

Net Income

Items Not Affecting Cash
Depletion, Depreciation and Accretion
Unrealized Gain on Foreign Exchange
Non-cash Interest and Bank Charges
Future Income Tax Recovery
Stock-Based Compensation
Unrealized (Gainr) Loss on Derivatives

Changes in Non-Cash Working Capital

Cash Flows from Financing Activities
Proceeds from Issuance of Common Shares,
net of Issue Costs
Net Proceeds of Bank Loans

Cash Flows from Investing Activities
Additions to Property, Plant and Equipment
Acquisition of Svenska (Note 9)

Changes in Non-Cash Working Capital

Net Decrease in Cash

Net Effect of Foreign Exchange on Cash Held in
Feoreign Currencies

Cash and Cash Equivalents, Beginning of
Period

Cash and Cash Equivalents, End of Period

Supplemental Information:
Interest Paid during the Peried

Income Taxes Paid during the Period
Term Deposits as at September 30

we

Three months

Three months

Nine months

Nine months

Ended Ended Ended Ended
September 30, September 30, September 30, September 30,
2008 2007 2008 2007

59,130 % 54,630 $ 81,729 3§ 75,106
33,288 44,169 157,826 56,952
(26,056) (18,308} (25,490) {41,860)
356 709 1,069 2,187
97,592 34,911 60,148 24,024
14,675 237 46,175 4,047
(134,245 (2,412} 29,605 3,543
44,740 113,936 351,062 125,999
69,497 (17,933} 43,698 {39,609)
114,237 96003 394,760 86,390
3,222 5,756 12,075 116,277
54,946 30,710 144,933 114,227
28,168 36,466 157,008 230,504
(187,116) {113,424) {579,138} {256,730)
- - (22,525) .
(70,002) (21,870 (3,614) (81,155)
(257,118) {135,294) {605,277) (337,8835)
84,713 (2,825) {53,509) {20,991
1,447 {2,931) 629 {1,243)
112,251 65,473 81,865 81,951
28985 & 39747 § 28985 § 39,717
8956 5 92,639 § 26,430 % 14,573
2,250 % - % 3806 % 440
4,422 § 11,983 § 4422 % 11,983

The accompanying notes form an infegral part of these consolidated financial statements.
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NOTES TO UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS AS AT AND FOR THE
THREE AND NINE MONTH PERIODS ENDED SEPTEMBER 30, 2008 (unaudited)

Tabular amounts are presented in thousands of United States doliars (“$”) unless otherwise noted.

1.

DESCRIFTION OF BUSINESS

Oilexco Incorporated and its wholly owned subsidiaries, Oilexco North Sea Limited and Oilexco Technical
Services Inc {together “the Company™) are involved in the exploration, development and production of eil
and gas in the UK North Sea.

ACCOUNTING POLICIES

The unaudited interim consolidated financial statements follow the same accounting policies as the most
recent annual audited financial statement, except as noted below. The notes to these unaundited interim
consolidated financial statements do not conform in all respects to the note disclosure requirements of
Canadian generally accepted accounting principles (“GAAP™} for annual financial statements. Accordingly,
these unaudited interim consolidated financial statements should be read in conjunction with the audited
consolidated financial statements as at and for the year ended December 31, 2007,

a) Financial Instrements Disclosure and Presentation

Ir December 2006, the CICA approved Handbook Section 3862 “Financial Instruments - Disclosures”, and
Handbook Section 3863 “Financial Instruments Presentation”. The objective of Section 3862 is to require
entities to provide disclosures in their financial statements that enable users to evaluate both the significance
of financial instruments for the entity's financial position and performance and the nature and extent of risks
arising from financial instruments to which the entity is exposed during the peried and at the balance sheet
date, and how the entity manages those risks. The purpose of Section 3863 is to enhance financial statement
users' understanding of the significance of financial instrumenis fo an entity's financial position, performance
and cash flows. These sections apply to interim and annual financial statements relating to fiscal years
beginning on ar after October 1, 2007. The Company has adopted the new disclosure requirements effective
January 1, 2008, The twe sections result in the additional disclosures set out below. There have been no
significant changes from the previous year to the Company on its exposure to risks and management’s
objectives, policies and process to manage the market risks outlined below.

The Company has identified that it is exposed principally to the following areas of market risk.
i) Commodity Risk

Commeodity price risk related to crude oil prices is one of the Company’s most significant market risk
exposures. Crude oil prices and quality differentials are influenced by worldwide factors such as OPEC
actions, political events and supply and demand fundamentals. To a lesser extent the Company is also
exposed to natural gas price movements. Natural gas prices are generally influenced by oil prices, North
American supply and demand and local market conditions. The Company’s expenditures are subject to the
effects of inflation and prices received for the product seld are not readily adjustable to cover any increase in
expenses from inflation. The Company may periodicaily use different types of derivative instruments 1o
manage its exposure to price volatility, thus mitigating flustuations in commodity-related cash flows and as
well as a result of a requirement of the Company’s lenders as outlined in Note 5.

The Company has derivative obligations that are subject to independent market valuations as at cach balance
sheet date. The valuation results in unreatized gains and losses on contract derivatives that are segmented in
the balance sheet between current and fong term portions beyond one year. The valuation is prepared based
on forward rates of expected prices of oil per barrel based on current market conditions and discounted for
the time value of money. The forward rates are compared to a contractual settlement rate of $88 per barrel for
all outstanding call options.

In addition, each month the Company may incur an actual realized loss that is payable on derivative contracts
to the extent that actual average price in the month exceeds $88/barre] for the contracted volumes. The
average oil price used for derivative settlements for the quarter ended September 30, 2008 was $114.78/barrel
that resulted in a $14.4 million realized loss. The commodity risk and overail impact to net income is partly
mitigated since revenues are transacted at market rates and the derivatives cover enly approximately 30% of
current monthly production levels.



To help gauge sensitivity of commodity prices on the valuation of its derivative obligations, upon considering
the recent trends in oil prices, the Company has assumed a possible fluctuation range of an increase or
decrease of 10% in oi} prices on its derivative obligations. The overall appreximate impact o the reported
income before taxes for the nine months ended September 36, 2008, is summarized as follows:

{in § miilions)

Assumption en Prices Derivatives Loss {Gain) Net Income Before Tax

Change {Decrease) Inerease
Oil Prices Increase by 10% §26.2 3(26.2)
O1il Prices Decrease by 10% 3229 $22.9

Since all outstanding derivatives are accounted as an obligation at market values, a decrease in oil prices of
10% would increase net income before tax and vice versa.

if} Interest Risk
The Company uses floating rate debt to finance its operations.

The Company is exposed to interest rate risk to the extent that LIBOR may fluctuate, The Company’s debt 15
substantially denominated in U.S. dotlars (“USD”). The Company evaluates its annual forward cash flow
requirements on a ralling weekly and monthly basis. Accordingly, individual facility amounts utilized and
related interest terms vary fom one month to nine month intervals,

Current interest rates may fluctuate in the fiture. For purposes of this sensitivily anatysis the Company has
assumed 2 possible interest raie fluctuation of an increase or decrease of 75 basis points. The overall
approximate impact to reported net income before taxes for the nine months ended September 30, 2008, is

summarized as follows:

(in § millions) Interest Expense Capitalized In¢ome
Increase Interest Before Taxes
Assumption on Interest Rates (Decrease) Increase {Decrease) Increase
(Decrease)
Interest Rates Increase by .73% $2.2 $0.9 82.2)
Interest Rates Decrease by .75% $(2.2) $(0.9) §2.2

The Company is evaluating its long term debt and financing requirements based on capital expenditure plans,
expected cash flows from cperations and available credit markets. The table is based on facility arrangements
that are in place as at Septernber 30, 2008,

For the three month and nine month periods ended September 30, 2008, interest and bank charge expense
was $5.7 million and $19.1 million respectively. The effective interest rate on the senior facility debt,
included in interest expense, is zpproximately 4.2 % and 5.9% for these respective periods.
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iii}) Foreign Exchange Rate Risk

The Company is exposed to foreign exchange risks to the extent it transacts in various curmencies, while
measuring and reporting its results in USD. The exposure to foreign exchange risk is partly mitigated since
debt financing and receivables are mostly in either Pounds Sterling or USD. Since time passes between the
recording of a receivable or payable transaction and its collection or payment, the Company is exposed to
gains or losses on non-USD amounts and on balance sheet transiation of monetary accounts denominated in
non-USD amoeunts upon spot rate fluctuations from quarter to guarter.

The Company believes that its foreign exchange risk is mitigated in that revenues and interest expense and a
portion of its operating and exploration costs are largely transacted in USD. Based on recent trends in foreign
exchange rates, the Company has assumed a possible fluctuation range of an increase or decrease of 5% in
non-USD currency rates on financial instrurments. Upon considering this rate of change, the impact on
expenses and income before taxes as reported for the period ended September 30, 2008, is summarized as
follows:

(in $ millions) FX Expense Income
Increase Before Taxes
Assumption en {Decrease) {Decrease) Increase

Foreign Exchange (FX) Rates

Non USD FX Rates Strengthen by 5% $8.8 $8.8)

Non USD FX Rates Weaken by 5% 5(8.8) $8.8

The foreign exchange expense is unrealized and relates mainly to a net monetary liability position in Pounds
Sterling cwrrency, and upon considering a varied spot rate assumption as at September 30, 2008.

v Credit Risk

The majority of the Comparny’s accounts receivable, with its customers in the oil and gas industry, are subject
to normal industry credit risks and are unsecured. A substantial portion of Company’s revenues are derived
from a large, reputable, mulfi-national company. The carrying value of accounts receivable reflects
management’s assessment of the credit risk associated with its customers. The Company assesses partners’
credit worthiness before entering into farm-in or joint venture agreements. In the past, the Company has not
experienced credit loss in the collection of accounts receivable. As the Company’s exploration, drilling and
development activities expand with existing and new joint venfure partners, the Company will assess and
update its management of associated credit risk.

The Company regularly moniters ali customer receivable balances ouistanding in excess of 90 days. As at
September 30, 2008 substantially all accounts receivables are current, defined as less than 90 days.
Accordingly, there is no allowance for doubtful accounts on accounts receivable.

The Company is potentially exposed te a risk with respect to cash ameounts held in individual banking
institutions for balances that are in excess of nominal guaranteed amounts. Cash balances are held in three
different banking institutions with the majority of cash as at September 30, 2008 held by one financial
institution in the United Kingdom, as required by the Company’s borrowing facilities. The Company
periodically monitors published and available credit information of all its banking institutions. The
particular institution in which the majority of the Company’s cash is held has recently received support from
the UK government, including a direct investment by that government in the equity of the institution and a
change to its senior management.

v} Liguidity Risk

Liquidity risk includes the risk that, as a result of its operational requirements, the Company wili not have
sufficient funds to settle a transaction: on the due date. The Company manages liquidity risk by maintaining
adequate cash reserves, banking facilities, and by considering medium and future requirements by
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continnously menitoring forecast and actual cash flows. The Company also considers the maturity profiles of
its financial assets and liabilities.

Inciuded in Note 5 of the Company’s unaudited consolidated interim financial statements as at and for the
three and nine month periods ended September 30, 2008 is a table of bank facilities that are at the Company’s
disposal. The Company currently anticipates incurring substantial expenditures to further its capitad
investment programs and fo meet its contractual commitments as described in Note 7 and its debt obligations
as outlined in Note 5. The Company’s cash flow from operating activities will not be sufficient to meet these
obligations and the Company is currently pursuing alternate sources of capital, credit and liquidity. Given the
current state of credit markets, no assurances can be given that credit or capital will be available at reasonable
prices, or at all. The Company considers it prudent to review its firancing alternatives with its banking and
other financial advisors and is actively pursuing new capital resources from a variety of sources. The
Company’s ability to moenetize its assets and discharge its liabilities as they come due is dependent on the
successful closing of these finaneing initiatives.

b) Inventory

Effective January 1, 2008 the Company retrospectively adopted Section 3031, “Inventories™ which stipulates
that major spare parts and standby equipment that are not in use should be included in property piant and
equipment, and also provides more guidance on the measurement and disclosure requirements for inventory
that is at the lower of cost and net realizable value. As a result of adepting this policy and additional
disciosures, as at September 30, 2008 the Company reclassified $0.5 million related to spare parts and
standby equipment not in use to preperty plant and equipment. Prior periods have not been re-stated.

¢) Capital Disclosures

Effective January I, 2008 the Company has adopted Handbook Section 1533, *“Capital Disclosures™ which
requires entities to disclose their objectives, policies and processes for managing capital, and in additien,
whether the entity has complied with any externally imposed capital requirements.

The Company’s objectives when managing capital are:

+ tosafeguard the Company’s ability to continue as a going concemn;

s  tp mainiain balance sheet strength and opiimal capital structure, while ensuring the Company’s
strategic objectives are met; and

*  to provide an appropriate return to shareholders relative to the risk of the Company’s underlying
assets

In the management of capital, the Company includes shareholders” equity and interest bearing debt defined as
long term bank loans, current portion of long-term bank loans, overdraft debt and capital lease obligations.
Shareholders’ equity includes share capital, contributed surplus, retained eamnings or deficit and other
comprehensive income.

The Company maintains and adjusts its capital structure based on changes in economic conditions and the
Company’s planned requirements. The Boeard of Directors reviews with Management the Company’s capital
sirncture and monitors requirements. The Company may adjust its capital structure by issuing new equity
and/or debt, selling and/or acquiring assets, and controlling the capital expenditure program.

The Company menitors its capital stracture using the debt-to-equity ratio and other benchmark measures at
the consolidated group level, however, there are no formally established gnidelines.

{in § millions) September 30, December 31,

2008 2007

Debt 3 564.8 5 4382

Equity 663.2 5764

Debt-to-Equity Ratio 0.85:1 0.760: 1
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4.

As at September 30, 2008, there were no externally imposed debt covenants with respect to the Company’s
capital structure.

There have been no significant changes from the previous year to management’s objectives, policies and
processes to manage capital or to the components defined as capital.

d) Status of Transition to International Financial Reporting Standards (IFRS)

On February 13, 2008, the Canadian Accounting Standards Board cenfirmed that publicly accountable
enterprises will be required to adopt IFRS in place of Canadian Generally Accepted Accounting Principles
(GAAP) for interim znd annual reporting purposes for fiscal years beginning on or after January 1, 2013, At
this time, the impact on our future financial position and results of operations is not reasonably determinable.

PREPAIDS AND DEPOSITS

Prepaids and deposits include mainly prepaid capital expenditures, insurance and operating expenses
summarized as foliows:

(5 000’s) September 30, December 31,
2008 2007

Prepaid insurance 3 1,617 b 3,962
Prepaid drilling equiptment 7,030 2,140
Prepaid development equipment 8,487 839
Prepaid operations 630 [,136
Other prepaid services 330 210
Deposits 101 8§25

$ 18,215 b 9,112

Prepaid development equipment as at September 30, 2008 relates to prepayments made for equipment
purchases in respect of the Shelley, Huntington and Ptarmigan development projects.

PROPERTY, PLANT AND EQUIPMENT

(3 000’s) September 30, December 31,
2008 2067
Oil and Natural Gas Properties and Equipment 3 1,759,280 kS 1,148 832
Accumulated Depletion and Impairment (294,842) (139,682)
1,464,438 1,009,150
Other Fixed Assets 20,871 7,852
Accumulated Depreciation {1,798) (856)
19,073 6,956
b 1,483,511 $ 1,016,106

To assess the impairment of oil and gas properties and equipment, the Company performs a ceiling test on a
quarterly basis. As at September 30, 2008, no impairment was required.

Undeveloped and unproved oil and natural gas properties excluded from the calcalation of depletion and
depreciation amounted to $625.4 millicn as at September 30, 2008 ($205.6 miltion as at December 31, 2007).
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5. BANK INDEBTEDNESS AND DERIVATIVE CONTRACTS
Debt Facilifies

The Company has the follewing bank facilities in place:

(3 000’s) Total Outstanding as at  Interest rate per Maturity
Facility September 30, annum Date
2008
Senior Facility $ 500,000 8 436,264 LIBOR+15% Dec.31, 2012
Pre-Development Facility 178,060 124,613 LIBOR+3.0-55% Jan. 31, 2069
Overdraft 2,670 - LIBOR +1.5% On demand

In additon, as at September 30, 2008, the Company has letters of credit in place under the Senjor Facility
borrowing base, subject to annual rerewal, in the aggregate amount of $63.0 million related to the
Pecommissioning Security Agreement in respect to the Balmoral floating production vessel and associated
fields.

Repayment Schedule

As at September 30, 2008, aggregate maturities on total long term bank loans of $560.9 miltion and acerued
nterest payable of $0.7 million were approximately as follows:

. within ong year - $160.9 miilion
. 1-2 years - $222.3 miilion

. 2-3 years - $153.8 million

. 3-4 years - $24.6 million

. 5-6 years = $nii

Pursuant to the amended Senior Facility agreement, loan repayment obligations are required fo reduce the
amount borrowed to an amount no greater than the borrowing base. The amount of the borrowing base may
fluctuate over time, parficularly due to changes in oil prices and reserves booked by the Company.
Accordingly, for each balance sheet date, the timing of repayment is estimated based on the most recent re-
determination of the borrowing base and may change in future. The Sendor Facility is secured by a first
floating charge over the assets of QOilexco North Sea Limited, a guarantee from Oilexco Incorporated,
supported by charges against Oilexco Incorporated’s investment in Oilexce North Sea Limited. an
assignment of insurance proceeds from the Brenda, Nicol and Balmoral fields, and a first charge over Qilexco
North Sea Limited’s bank accounts.

At Septersber 30, 2008, the Company had unused Pre-development Facility financing available in the amount
of £30.0 million (approximately $33.4 million) which was utilized in full in October 2008, the procesds o be
used to finance the Company’s development activity during the fourth quarter.

Conunodity Contracts.

During 2006, as a requirement of the Senior Facility agreement, the Company entered into a collar agreement
with RBS in order to secure its future cash flow and to enhance the repayment of the loan facility with RBS
by limiting the Company’s exposure to downward fluctuations in the price of oil.

As a result of a significant decrease in oil prices, a mark-to-market valuation resulted in an unrealized gain on
the coliar of approximately $134.3 million and an unrealized loss of $29.6 million recogrized in the
Cempany’s income statement for the three and nine months ended September 30, 2008 sespectively.
Additienaily, the Company incurred $14.4 million in realized losses during the third quarter on the contracts
and $37.1 million for the nine months ended September 30, 2008,

As at September 30, 2008, based on the mark-to-market valuation, $30.6 million of the derivative contract
obligations related to one year are included in current Habilities and $39.3 million that are refated to the
remaining period to December 31, 2010 are reflected as long term liabilities.
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SHARE CAPITAL

(a} Issued Number Amount
Balance December 31, 2007 216,606,827 § 420,950
Issued pursuant to exercise of stock options 4,226,000 12,075
Congributed surplus on stock options exercised - - 6,201
Balance September 30, 2008 223,832827 § 439,226

{b) Stock Options

During 2008, the Company has granied 7,195,000 stock options to its employees and dircctors to acquire
common shares. The stock options vest immediately and expire in 5 years and are summarized as foliows:

Grant Date Number Exercise Price Exercise Price Expiry Date
) CAD USD
March 26, 2008 1,445,000 $13.27 $13.04 March 25, 2013
May 16, 2008 3,460,600 $15.97 $15.99 May 16, 2013
July 10, 2008 1,360,000 $16.91 $16.76 Faly 10, 2013
August 19, 2008 850,000 $13.40 $12.64 Auguss 19, 2013
September 15, 2008 100,000 $12.43 $11.63 September 15, 2013

Stock-based compensation expense of approximately $14.7 million and $46.2 million for the stock optiens
granted has been recognized for the three and nine months ended September 30, 2008 respectively. The fair
value of each option granted is estimated on the date of grant using the Black-Scholes option pricing model
with the following assumptions:

2008
Risk free interest rate 3.75%
Weighted average years 4.0
Expected volatility 49%-50%
Expected dividend yieid 0%

Exercise prices for stock options granted are determined by the closing market price on the day before the
date of grant or, if the Company is in a black-out period at the time of the grant, then the closing market price
48 hours after the dissemination of information whicl ends the black out period.

{©) Income Per Share Data
{in § (00’s, except per Three Months ended Three Months ended
share amounts) September 30, 2008 September 30, 2007
. Weighied
!
Net A Weighted Average
\ verage Shares Per Net Per
Earnings . : Shares
Outstanding  Share Eamings . Share
Qutstanding
Basic $59,130 223,705,456 $0.26 §54,630 217,728,284 $0.25
Effeet of dilutive stock
Options - 8,902,991 - - 12,970,875 -
Effect of dilutive warrants - 202,750 - - 177,055 -
Diluted $59,130 232,811,197 $6.25 $54.630 230,876,214 $0.24
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{in $ 000’s, except per Nine Months ended Nine Months ended
share amounts) September 30, 2008 September 30, 2007
. Weighted
Net Weighted Average
. Average Shares Per Net Per
Earnings . . Shares
Outstanding  Share Eamnings . Share
Ouistanding
Basic $81,729 221,702,257 %0.37 $75,106 211,814,702  $6.33
Effect of dilutive stock
Options - 10,612,530 - - 12,550,801 -
Effect of dilutive warrants - 209,733 - - 72,575 -
Diluted $81,729 232,524,520 $0.35 $75,106  224438,078 $0.33
Certain stock options have been excluded (4,710,000 and 4,760,000} for the three and nine months ended
September 30, 2008 respectively, since they were granted at prices that were anti-dilutive.
(& Employee Share Purchase Plan
On March 19, 2008 the Board of Directors of the Company approved an Employee Share Purchase Plan
{(“ESPP™} that is administered by an independent Administrator and with an appointed Trustee of the Plan.
Employees may enroll at any time after completing three months of service with the Company and may
contribute up to 5% of their base salary with the Company matching the employee contributions. The plan
funds are used to acquire, on behalf of the employees, Company shares in the open market on a monthly
basis, The Company’s cantribution to the ESPP for the period ended Septeraber 30, 2008 totaled $0.2 million
and is included in general and administrative expense.
COMMITMENTS
(in $ 0007s) Total Less than | 1-3 4-5 After
Year Years Years 5 Years
Drilling Contracts $549,286 $255,653 $293,633 5 - $ -
Floating Production Vessel 376,000 71,632 140,160 140,352 17,856
Contractors 71,903 70,318 1,084 500 -
UKCS Licences 59,278 2,742 8,872 12,825 34,839
Interest in Aireraft 5,262 1,091 2,303 1,806 -
Office Leases 8,928 1,468 2.877 2.466 2,117
Total Obligations 31,064,597 $402,904 $448.,931 $157.949 $54 812
Drilling Contracts

The Company has contracts with Transocean (ffshore (North Sea) Ltd. (“Transocean”) for the provision of
the Sedco 712 semi-submersible drilling unit until March 23, 2010, As at September 30, 2008, the
Company’s obligations for the next 18 months under these contracts with Transocean amount to
approximately $183.3 million.

The Company has a contract with Diamond Offshore Drilling (“Diamond™) for the prevision of Ocean
Guardian, a semi-submersible drilling unit May 2009. As at September 30, 2008, the Company s obligations
for the next 12 months under this contract with Diamond amount to approximately $131.5 millien. In April
2008, the contract was extended by two years until May 2011 which results in increase in the Company’s
obligations by a further $234.5 million.

Floating Production,Storage and Offloading Vessel(FPSO}

On April 27, 2007, the Company signed an agreement with Sevan Production UK {a wholly-owned
subsidiary of Sevan Marine ASA) for charter of the floating preductien, storage and offloading vessel “Sevan
3/Voyageur” to be installed in mid 2008 on the Shelley field. The fixed term of the contract is five years with
option to extend for an additional five years. The commitments under the fixed term amount total
approximately $370.0 million and are payable over the next five years to 2013,
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Contractors Commitments

Contractual commitments, related mainly to Shelley, Huntington and Ptarmigan development work and
equipment, amounted to approximately $71.9 mitlion as at September 30, 2008.

UKCS Licences

The Company is committed to pay UK license fees of approximately $59.3 million over the next fourteen
vears in respect of its share in certain North Sza Blocks.

Interest in Aircraft

In January 2008, the Company purchased a 31.25% undivided interest in a Challenger 605 aircraft and
increased the ownership interest July 1, 2008 to 43.75%. The Company’s ownership is a fractional share
managed by FlexJet of the Bombardier Aerospace Corporation and includes management services related to
its share of the atrcraft’s fixed costs for the next five years in the amount of 5.2 million.

Office Leases

The Company is committed under operating lease agresments for the rental of office space for approximately
$8.9 million that is payable over the next eight years.

TAXATION
Three Months ended Nine Months ended

(in $ 000’s) September 30, September 30,

2008 2007 2008 2007
Current Income
Taxes (Recovery) 8 5% § 122 $ 168 $ 641
Curvent PRT Taxes 2,009 - 3,278 -
Total Current Taxes § 1,950 § 122 $ 3,446 5 641
Deferred PRT Tax Recovery 3 (4,073) - $ (4,536) k) -
Future Income Taxes 101,665 34,911 64,684 24,024
Total Future Taxes $ 97,392 $ 34911 $ 60,148 $ 24,024

Cwrrent income tax relates to the 28% UK income tax on non-ring fence activities (30% in 2007), which, for
the Company, includes interest on cash and bank deposits as well as foreign exchange gains or losses on cash
denominated in foreign currencies. The recovery of $3% thousand for the third quarter resulted from
recognition of a non-ring feace tax adjustment of $532 thousand in respect of 2007 final tax.

PRT tax represents Petroieum Revenue Tax payable in the UK in respect of the Nelson field acquired at the
end of April 2008, A current PRT charge of $2.0 million and $3.3 millien and deferred PRT recovery of $4.1
million and $4.5 miltion was recognized for three and nine months ended September 30, 2008,

The future income tax of $101.7 million and $64.7 million for the three and nine months ended September
30, 2008, respectively and fitture income tax of $34.9 miltion and $24.0 million for the three and nine months
ended September 30, 2007, tespectively relates entirely to the UK operation. Included in the future income
tax for the nine months ended September 30, 2008 is an increase in previously estimated tax pools of §13.9
million due to a change in estimate.

The future income tax Hability of $117.7 million as at September 30, 2008 inciudes $533.2 million for future
income tax Habilitiss realized on the translation of foreign denominated fax pools relating to the Company’s
previously deneminated GBP fax pools being translated to $U.S. denominated tax pools as well as $8.8
million representing a future income tax Hability acquired on the purchase of Svenska (Note 9).
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ACQUISITION

On April 30, 2008, the Company acquired 100% of the voting shares of Svenska Petroleum Exploration UK
Limited for cash consideration of $30.6 million including working capital adjusiments.

The acquisition provides the following interests:
»  a l.66% unitized equity interest in the Nelson Field and platform;
= a6.45% working interest in the Janice and James fields and floating production vessel and

=  a40% working interest in Block 30/23b, south east of Janice

The purchase price is assigned to the estimated fair vajues of the acquired assets and liabilities as follows:

Current assets $10,921,000

Current liabilities (6,102,000)
Property, Plant and Equipment 47,599,000
Asset Retirement Obligations (9,384,000)
Future Income Taxes (12,444,000}
Total $30,550,000

The operations of the acquired enterprise are included in the Company’s consolidated results commencing
April 30, 2008. Cwrent assets acquired included $8.1 million in cash resulting in a net cash consideration
price in the amount of $22.5 millien.
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THIS IS EXHIBIT “F* REFERRED TO IN THE
AFFIDAVIT OF ARTHUR MILLHOLLAND
SWORN BEFORE ME THIS 4TH DAY OF FEBRUARY, 2009

Lpbbpr ey

A Commissioner for Qaths
in and for the Province of Alberta

Dallas S. Romeril
Student-at-Law



Action No. 0901-

IN THE COURT OF QUEEN'S BENCH OF ALBERTA
JUDICIAL DISTRICT OF CALGARY

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, C. C 36, AS AMENDED;

AND IN THE MATTER OF THE BUSINESS CORPORATIONS ACT,
R.S.A 2000, C. B 9, AS AMENDED;

AND IN THE MATTER OF OILEXCO INCORPORATED
and OILEXCO TECHNICAL SERVICES INCORPORATED

CONSENT TO APPOINTMENT

Emst & Young Inc. hereby consents to being appointed Monitor pursuant to the
Companies’ Creditors Arrangement Act (Canada) of Oilexco Incorporated and Oilexco

Technical Services Incorporated in the within action.

DATED this -~ day of February, 2009.

ERNST & YOUNG INC.

Per:




THIS IS EXHIBIT “K” REFERRED TO IN THE
AFFIDAVIT OF ARTHUR MILLHOLLAND
SWORN BEFORE ME THIS 4TH DAY OF FEBRUARY, 20609

Dbtz o’
A Commissioner for Oaths
in and for the Province of Alberta

Dallas S. Romeril
Student-at-Law
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THIS AGREEMENT (the "Agreement”) is made on |%5 WAcUARY 2009

BETWEEN:

{1 OILEXCO INCORPORATED, a company incorporated in Alberta, Canada, with

: corporate access number 20623488 ("Oilexco Ine.™;

{2 OILEXCO TECHNICAL SERVICES LIMITED, a company incorporated in Alberta,
Canada, with corporate access number 2013713574 ("Oilexco Technical Services™);

(3} OHEXCO NORTH SEA LIMITED (IN ADMINISTRATION), a company registered
in England and Wales, company number 04453364, with its registered address at Ernst &
Young LLP, One More London Place, London SET 2AF {the "Company"” acting by ifs
joint adminisirators), and

(4} ROY BAILEY, THOMAS MERCHANT BURTON, COLIN PETER DEMPSTER

and ALAN ROBERT BLOOM in their respective capacities as joint administrators of the
Company {the "Administrators” as agent of the Company and without personal liability),

{together the "Parties” and each a "Party”).

RECITALS:

A_ The Administrators were appoinfed joint administrators of the Company on 7 January 2009

C.

and intend to continue the process of seeking a buyer for the Company and/or its business
and assets as was commenced by Ollexco Inc. prior to the administration, and concluding a
sale thereof in the administration,

Oilexco Inc. may determine in the future that it is necessary or advisable w seek protection
under the CCAAL

The Providers have agreed to provide the Services to the Company, subject to and on the
terms of this Agreement in order to assist the Administrators in the conduct of the
administration and achievement of a sale.

NOW IT IS HEREBY AGREED AS FOLLOWS:

INTERPRETATION

in this Agreement. the following expressions have the respective meanings set ouf below:
"Accounting Services” means the accounting services set out in the Schedule:
"Agreement” means this agreement, including the Schedule:

"Bonus Payment" means the sum of US$2 millien {twoe million US doilars) payabie by the
Company under clause 7;

"Business Day™ means a day (not being a Saturday} on which banks are open for general
banking business in London, United Kingdom,
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“CCAA" means the Companies’ Creditors Arrangement Act, R.S.C. 1985, ¢.C-36 {as
amended) a Canadian federal statute;

"CCAA Monitor" means a monitor to be appointed to Qilexco Inc. by the Canadian court
pursuant fo the CCAA;

"Companies Acts” means the Companies Act 1985 and the Companies Act 2006 to the
extent in force from time to time;

"Data Room™ means the data room hosted by Intralinks and all information and documents
therein;

“Data Room Contract”" means the contract between Ofiexco Inc. and Intraiinks for the
provision of the Data Room and related services;

"PECC" means the UK Government Department for Energy and Climate Change;

"Employment Costs” means the cost of the salaries and emplover national insurance
contributions of the Service Employees located in the United Kingdom that are paud by the
Company;

"Insobvent” means in relation to a Provider:

(a) ihe appointment of, or the application to a court for, or any other step taken under
the Insolvency Act 1986 by any Person in relation to the appointment of. a liquidator.
provisional liquidator, administrator, administrative receiver, or receiver; or

(b) the entering into of a scheme of arrangement or composition with or for the benefit
of creditors generally; or

{c) any reorganisation, moratorium or other administration involving any creditor or
any class of creditors: or

{d) the proposal or passing of a resolution to wind #t up (other than in the
circumstances of a solvent voluntary winding-up by or involving such party as part of g
reargzanisation oy restrucluring): or

{e} it is unable to pay its debts as and when they fall due: or

{H the value of the Provider's assets is fess than the amount of its labilities taking into
account its contingent and prospective Habilities: or

{2} it is deemed insolvent within the meaning of section 123 of the Insolvency Act
HO86: or
{h a Provider commences any steps with a view towards filing for CCAA protection

or enfers into any form of administration, receivership, bankrupicy or liquidation or any
anglogous proceedings in Canada or in any other Jurisdiction,

“Intralinks" means Intralinks incorporated having their head office at 150 Fast 42nd Street,
New York;

[
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"Person” means an individual, a corporation, a partnership, a limited liability company, a
trust, an unincorporated association, a governmental entity or any agency, instrumentality
or political sub division of a governmental entity, or any other entity or body;

"Prospective Buyers" means one or more prospective buvers of the Company and/ or its
husiness and assets;

"Providers” means Ollexco Inc. and Oilexco Technical Servicas and "Provider” means
any one of them;

"Purpose” means the completion by the Administrators of the sale of the Company and/ or
the significant majority of its business and assets:

"Regulatory Requirements” means all obligations of the Parties 10 DECC and/ or any
other regulator or supervisory body to which they are subject

“"Sales Taxes" means all VAT, Capadian goods and services tax and any other applicabie
taxes in whatever jurisdiction;

"Service Charge” means the aggregaie sum of US$1.9 million (one million nine hundred
thousand US dollars) per calendar month exclusive of Sales Taxes (together with any fees
for professional services incurred by Oilexco Inc. and/or Oilexco Technical Services for
the purposes of the provision of the Services and that have the prior written approval of the
Administrators);

"Service Employees" means the employees of the Providers who are employed by or
under contract to Oilexco Ine. or Oilexco Technical Services as at the date of this
Agreement and any additional persans required to fulfil the obligations of Gilexeo Ine, or
Oilexco Technical Services hereunder,

"Success Date” means the date that the Purpose is filfilled;

"Serviee Term" means the period from the date of this Agreement until the Success Date;
"Services” means the Accounting Services, sales support, daily operations and such other
services and assistance as may be required to fulfil the Purpose. including, but not limited
to, the assistance specified in Part 2 of Schedule: and

"VAT™ means value added tax payable under the Value Added Tax Act 1994,

In this Agreement, unless the context requires otherwise:

121 the Clause and Schedule headings are inserted for convenience only and do not
affect its interpretation;

b.2.2 the Schedule form part of this Agreement and have the same force and effect as if
expressly set out in the body of this Agreement (except where there is any
inconsistency between the body of this Agreement and the Schedule, in which
case the body of this Agreement shall prevail) and anv reference to this
Agreement shalf include the Schedule;

1.2.3 a reference 1o a Clause or Schedule is a reference to a Clause of, or Schedule 1o,
this Agreement;
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.24 a reference to this Agreement or another mstrument includes any variation or
replacement of either of them:
1.2.3 words and expressions defined in the Companies Acts have the same meaning as

in those Acts;

1.2.6 a reference to a statute or statutory provision means a United Kingdom statute or
statutory provision unless otherwise specified;

1.2.7 a reference to a statute or statutory provision includes a reference;

{A) to that sfatute or provision as from time o time consolidated, modified,
re-enacted or replaced by any statute or statutory provision:

(B3 to any repealed statute or statutory provision which it re-enacts {with or
without modification); and

() to any subordinate legislation made under i1;
1.2.8 words in the simgular include the plural, and vice versa;

1.2.9 a reference to a Person inclodes a reference to his executors, administrators,
successors (including, but not limited to, persons taking by novation) and assigns:

12,10 if a period of time is specified and dates from a given day or the day of an act or
event, it is to be calculated exclusive of that day:

12,11 references 1o any English legal term for any action, remedy, method or Judicial
proceeding, legal document, legal status, court, official or any leg,ai concept or
thing in respect of any jurisdiction other than England is deemed to include what
most nearly approximates in that jurisdiction 10 the English legal term; and

b3
i

references 1o writing inciudes any method of reproducing words in a tegible and
non-transitory form,

PROVISION OF SERVICES

in consideration of the payment by the Company of the Service Charge, the Providers shall
provide the Services exclusively to the Company during the Service Termy in accordance
with the terms and conditions of this Agreement {L’(L.Epf that some Accounting Services
will not be provided exclusively as they will also be useful for Oilexco Inc. in its own
financial reporting).
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The Parties agree that the services confract between (ilexco Technical Services and the
Comnpany shall terminate on the date of this Agreement,

Oilexco Inc. shall ensure that Oilexco Technical Services is at all times adeguately funded
te perform its obligations under this Agresment.

The covenants, agreements, obligations and Habilities of each of the Providers contained in
this Agreement or implied on their part are joint and several as between the Providers and
shall be construed accordingly.

PROVIDERS' OBLIGATIONS

The Providers will use reasonable commercial efforts to ensare that it will at all times
continue to empioy or otherwise retain the services of the Service Emplovees.

The Providers will provide the Services In good faith and with reasonable skill and care
and to the best of their abilities at no less than the same level, scope and standard as thar o
which the Providers provided services 1o the Company prior to its administration.

The Providers will pay all amounts as may be required to ensure compliance with all
contracts and arrangements relevant to or as may be required in connection with their
obligations hereunder and shall not terminate the Data Room Contract without the prior
written agreement of the Company.

The Providers shal] comply with all applicable laws and Regulatory Requirements in
performing and delfivering the Services pursuant to this Agreement.

SERVICE CHARGE

Subject to the terms and conditions of this Agreement, the Company shall pay to Oilexco
Inc. the Service Charge (less Employment Costs) monthly in arrears on the first Business
Dy of each calendar month.

Notwithstanding Clause 4.1 the first payment of $1,532,258 exclusive of Sales Taxes shafl
be patd on | February 2000

Oilexce Inc. shall invoice the Company five Business Days prior of the end of each month
for Services provided in that calendar month. Notwithstanding anything in this Agreement
the Company shall not be obliged to pay any Service Charge until five Business Days afier
the Company has received an invoice for that pavment.

If there is a dispute as to whether a Provider (the “Dispute Provider™) has provided the
Services under this Agreement the following provisions shall apply:

4.4.1 the Dispute Provider or the Company may, on giving not less than one Business
Day's notice (the "Dispute Notice™) to the other, refer the determination of such
dispute to a chartered accountant nominated jointly by the Dispute Provider and
the Company or, in default of any agreed nomination within that one Business
Day period, by the President, for the time being, of the Institute of Chartered
Accountants of England and Wales {the "Accountant™)

442 the Company shall be entitied to withhold payment of the Service Charge from
the date of the Dispute Notice until the date of the Accowtant’s determination:
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443

4.4.4

4.4.5

4.4.6

4.4.7

the Accountant shall act as expert and not arbitrator, notwithstanding that, the
Parties agree that when determining the amount of Service Charge and Bonus to
be paid the Accountant may nol award an amount greater than the amount of
Service Charge for the dispute period or the Bonus.

the Accountant shall. in his sole discretion, consider such matters as he thinks fit
(including the oral and written representations of the Parties. which
representations shail be made within 3 Business Dayvs of the appointment of the
Accountant and which shall be copied to the other Party) in making his
determination and, in particular, may rely on evidence supplied by one Party in
the absence of evidence to the contrary from another Party;

if the Accountant determines that the Services have not been provided or that not
all the Services have been provided and that consequently this Agreement should
terminate the Accountant shall also determine (i) the amount of Service Charge
that should be paid by the Company for the peried in dispute and (i} what
proportion {if any) of the Bonus should be paid by the Company:

the Accountant shall produce his decision no later than five Business Davs after
the date of his appointment and the decision of the Accountant shall be final and
binding on the Parties. If the Accowmant does not produce his decision within
five Business Days the Parties may terminate the appointment and appoint a new
expert in accordance with the provisions of Clause 4.1; and

the costs of the Accountant shall be borne equally by the Dispute Provider and
the Company, unless the Accountant determines, in the light of the conduct of the
Parties, that either the Dispute Provider or the Company should bear a creater
proportion of such costs.

SERVICE CHARGE PAYMENT

Payments of the Service Charge shall be made 1o Oilexco Inc. on behalf of the Providers in
US dollars by direct bank transfer or other form of transfer agreed between the Parties from
time 10 time.

INFORMATION AND COOPERATION

The Company undertakes to provide all information that may be reasonably required by
Oilexco Inc. and Oilexco Technical Services timeously and to cooperate with the Service
Employees to enable the Providers to provide the Services.
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BONUS PAYMENT

Subject to the terms and conditions of this Agreement, the Company shail pay the Bonus
Payment to Oilexco Inc. at the earliest possible date after the Success Date. which darte
shall be no later than the date five Business Davs after the Success Date. On the date that
the Company pays the Bonus to Oilexco Inc. it shall also pay to Oilexco Inc. a proportion
of the Service Charge less the Employment Costs (which proportion shall be caleulated by
multiplying the number of days from and including the first day of the calendar month to
but not including the Success Date by the Service Charge and dividing that amount by the
aumber of davs in that calendar month).

Ne Bonus Payment shali be pavable if this Agreement is terminated prior to the Success
Date {except as determined by the Accountan in accordance with Clause 4,43

EMPBLOYEES

The Company undertakes to pay the Employment Costs of the Service Emplovees located
in the United Kingdom during the Service Term provided always that the Company
continues to employ staff to carey out this function.

The Parties agree that any employee of the Providers (including for the avoidance of doubt
the Service Employvees) used by or appointed or seconded to the Company to fulfil the
obligations of the Providers under this Agreement is, and shall for all purposes remain, the
employee of the relevant Provider and that it is not intended that the contracts of
employment of any soch Persons shall transfer to the Cowmpany or any other Person
inciuding but not limited to the CCAA Monitor, on termination or expiry of this Agreement
or otherwise. In furtherance of this provision, it is specifically acknowledged that such
employees shail and remain at all times the employees of the Providers, and that neither the
CCAA Monitor nor the Administrators, shall exercise or be deemed to exercise any
management control or supervision of the employees, the Providers or otherwise, by
fulfilling their obligations hereunder, or by inadvertence i relation to the due exercise of
powers or performance of duties set out herein. For greater certainty, neither the CCAA
Monitor nor the Administrators shall have any liability whatsoever to the employees under
the Empioyment Standards Code (Alberta), the Labour Relations Code {Alberta) or any
other simifar federal or provincial legislation of Canada.

EXCLUSION OF LIABILITY AND ACKNOWLEDGEMENTS

Notwithstanding that this Agreement shall have been signed by the Administrators both in
their capacities as joint administrators of the Company for and on behalf of the Company
and in their personal capacities, it is hereby expressly agreed and declared that no personal
iability under or in connection with this Agreement shall fall on the Administrators or their
firm, pariners, employees, agents, advisers or representatives whether such Hability would
arise under paragraph 99{4) of Schedule Bl to the insolvency Act 1986 or otherwise
howsgever.

The Administrators are party to this Agreement in their personal capacities only for the
purpose of receiving the benefit of this Clause 9 and the exclusions and limitations in their
favour contained in this Agreement. The Providers acknowledge and agree that in the
negotiation and completion of this Agreement the Administrators are acting only as agents
for and on behalf of the Company and without any personal liability whatsoever,
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DURATION AND TERMINATION

This Agreement shall commence on the dawe of this Agreement, subject to earlier
termination under Clanse 4, shall expire at 23.59 London time on the Success Date.

This Agreement, unless terminated carlier, shall terminate on 23.59 London time on 30
April 2009, unless prior (o that date the Parties have agreed i writing that this Agreement
shall continue.

Notwithsianding Clauses 10.1 and 10.2 the Parties agree that Clauses 4 and 7 shall remain
in full force and effect unti! the payvments due under those Clauses are paid and any
reference o the Accountant has been determined.

For the avoidance of doubt, this Agreement shall not terminate solely by reason of the
Providers {or either of them) becoming Insclvent.

CONFIDENTIAL INFORMATION

The terms of this Agreement shall not be disclosed by either Party to any third party,
except to each Party's professional advisers, officers, agents or representatives {including
the officers and representatives of the Administrators) {except to the Company's funders) or
1o the extent required by law or regulation. For the aveidance of doubt, the Administrators.
Oilexco Ine. and Oilexco Technical Services shail be at liberty 1o disclose the terms of this
Agreement to any court, CCAA Monitor or to any liguidator and show appropriate figures
i their administration records, aoccounts and returns.

COMPLIANCE WITH LAWS
bach Party shall:

12,1 comply in all material respects with all appiicable laws in connection with the
performance of its abligations under this Agreement:

12.1.2 obtain and maintain in force all licenses, consents, permits and approvals of any
governmental authorities that are necessary in connection with the performance
of its obligations under this Agreement: and

1213 consult with each other and coaperate as appropriate and provide assistance and
documentation to ensure that all Regulatory Requirements are fulfiled in a timely
manner.

ASSIGNMENT

None of the Parties may. nor may they purport to, assign, transfer, charge or otherwise
dispose of all or any of their rights and/or all of their obligations under this Agregment.

ROTICES

A notice (inciuding any approval, consent or other communication in connection with this
Agreement and the documents referred to in it

F4. 1.1 must be in writing;
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14.1.2  must be sent by facsimile to the facsimile number of the addresses, in each case
which is specified in this clause in relation 1o the Party to whom the notice is
addressed, and marked for the attention of the person so specified, or to such
other facsimile number and/or marked for the attention of such other person, as
the relevant Party may from time 0 time specify by notice given in accordance
with this Clause.

The relevant details of cach Party at the date of this Agrecinent are:

Oilexco Ine.
Facsimile: + 140326332351
Altention: W H. Smith Q.C.

Oilexco Technical Services
Facsimile: + 14032633251

Aftention: W. H. Smith Q.C.
Company

Facsimile: +44 20 7951 1345
Attention: Roy Bailey/ Kevin Haywood
Administrators

Faecsimile: +44 20 7951 1345

Attention: Roy Bailey/ Kevin Haywood

1413 for the avoidance of doubt. must not be sent by electronic mail.

Int the absence of evidence of carlier receipt, any notice shall take effect from the time that
it is deemed 1o be received In accordance with Clause 14.3 below.

Subject to Clause 14.4 below, a notice is deemed to be received on production of a
transmission report from the machine from which the facsimile was sent which indicates
that the facsimile was sent in i1s entirely to the facsimile number of the Party or Parties.

A notice received or deemed to be received in accordance with Clause 14.3 above on a day
which is ot a Business Day or after Sp.m. on any Business Day, according (o local tme in
the place of receipt, shall be deemed to be recetved on the following Business Day.

LEGAL RELATHONSHIP

Nothing in this Agreement is deemed to constitute a partnership between the Parties nor
constitute any Party as the agent, trustee or fiduciary of any other Party for any purpose.

COSTS

Unless otherwise expressly provided in this Agreement, each Party shall pay its own costs
incurred in connection with the negotiation and preparation of this Agreement,

ENTIRE AGREEMENT
Each of the Parties to this Agreement confirms that this Agreement represents the entire

understanding, and constitutes the whole agreement, in refation to its subject matter and
supersedes any previous agreement between the Parties with respeet thereto and, withowt

€
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prejudice to the generality of the foregoing, excludes any warranty, condition or other
undertaking implied at law or by custom, usage or course of dealing.

Each Party confirms that:

17.2.1  in entering into this Agreement it has not relied on any representation, warranty,
assurance, covenant, indemnity, underteking or commitment which is not
expressly set out or referred to in this Agreement; and

1722 in any event, without prejudice to any lability for fraudulent misrepresentation or
frandulent misstatement, the only rights or remedies in relation to any
representation, warrangy, assurance, covenant, indemnity, undertaking or
commitment given or action taken in connection with this Agreement are those
pursuant to this Agreement, and for the avoidance of doubt and without limitation,
no Party has any other right or remedy {whether by way of a claim for
contribution or otherwise) in tort (including negligence) or for misrepresentation
{whether negligent or otherwise, and whether made prior to, and/or in this
Agreement}).

VARIATIONS

No amendment to this Agreement shall be valid unless it is in writing and signed by or on
behalf of each Party,

Unless expressly agreed. no amendment shall constitute a general waiver of any provisions
of this Agreement, nor shall it affect any rights, obligations or liabilities under this
Agreement that have already accrued up to the date of amendment, and the rights and
obligations of the parties under or pursuant to this Agreement shall remain in full force and
effect, except and only to the extent that they are so amended.

SEVERANCE

I the event that any provision of this Agreement shall be void or unenforceable by reason
of any provision of applicable law, it shall be deleted and the rematning provisions hereof
shall continue in full force and effect and if necessary, be so amended as shall be necessary
to give effect o the Parties’ original commercial intention so far as possible.

WAIVERS

Waivers of any rights or remedies under this Agreement may only be given in writing. No
failure or delay by either Fart;, m exercising any right or remedy provided by law or under
this Agreement shall impair the right or remedy or operate or be construed as a waiver of
or varfation to it or preclude its exercise at any subsequent time and no single or partial
exereise of any right or remedy shall preciude any further exercise of it or the exercise of
any other right or remedy,

REMEDIES CUMULATIVE

The rights and remedies of each Party under this Agreement are cumulative, may be
exercised as often as a Party considers appropriate and are in addition 1o its rights and
remedies under general faw,
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CONTRACTS (RIGHTS OF THIRD PARTIES} ACT 1999

A Person who is not a Party to this Agreement shall have no right under the Contracts
(Rights of Third Parties) Act 1999 to enforce any of its terms other than the firm. partners,
empioyees, agents, advisers and/or representatives of the Administrators.

FURTHER ASSURANCE

Each Party shall do or procure to be done al] further acts and things, and execute or procure
the execution of all other documents, as the other Parties reasonably request. that:

2311 may from fime fo time be reasonably required for the purpose of providing, or
procuring the provision of, the Services; or

2312 otherwise are necessary to implement and give effeet to this Agreement.

Untess otherwise agreed. each Party shall bear its own costs in complving with Clause 23 1.

COUNTERPARTS

This Agreement may be executed in any number of separate counterparts, each of which iz
an original but all of which taken together shall constitute one and the same instrument,

GOVERNING LAW AND JURISDICTION

This Agreement and any dispute arising under or in connection with its subject matter shail
be construed in accordance with, and governed by, English law.

Each Party irrevocably agrees that the Courts of England shall have exclusive jurisdiction
in relation to any claim. dispute or difference concerning this Agreement and any matter
arising therefrom.

IN WITNESS whereof this Agreement has been entered inte the day and year first above written,

17982108 0



SIGNED
for and oo behaif of
CHLEXCO INCORPORATED

SIGNED

for and on bohalt of
GILEXCO TECHNICAL
SERVICES LIMITED

SHGNED

For gnd on behallof

HLEXCO NORTH SFA LIMITED
{IN ADMENISTRATION)

by one of 18 joint adminisimion )
{ncting & agent Tor Uexce Noh

Sea Lamited (in administeation)
withow personal labiling)

SIGNED

for and on behalf ot the

JOINT ADMINISTRATORN of
(ilexco North Sen Liniied

{in adnsirsirationd withow personal
Habiliry

Fadene Bl hetapied Ussoment Pasounes vofuans 7
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Name.

Sigmature,
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Stunature;
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SIGNED
for and on behaif of
OILEXCO INCORPORATED

SIGNED

for and on behalt of
OILEXCO TECHNICAL
SERVICES LIMITED

SIGNED

for and on behalf of

OILEXCO NORTH SEA LIMITED
(IN ADMINISTRATION)

by one of its joint administrators )
(acting as agent for Gilexco North

Sea Limited (in administration)
without personal Hability)

SIGNED

for and on behalf of the

JOINT ADMINISTRATORS of
QOilexco North Sea Limited

{in administration} without personal
Hability
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SCHEDULE

Part | - Accounting Services for both Oilexco North Sea Limited and Qilexco N. S.

[ Rv]

HILTURZIZE 9

Exploration Limited
Continuity with book keeping in respect to Oilexco N. S, Exploration Limited

Completion of the accounting and booking functions with respect to the Company up 10
and inclnsive of 6 January 2009

Joint venture accounting services {including preparing information pertaining te all
requests from the JV Partners)

Reconciliation of bank accounts

Accounts payable administration services

Acconnts recetvable administration services

Administration and booking as related to the bank foan balances
Preparation of all filings and requirements of the insurance providers

Payroll services for Oilexco Inc. and Qilexco Technical Services, excluding in respect
of the Oilexco Ine. London office (which services are provided by the Company)

Preparation of all applicable governmental filings, including but not fimited to VAT
returns, GST returns, WSIB filings, income tax returns and petroleum revenue 1ax
{prepared by Deloitte & Touche on the information provided by Gilexco Ing.)

Preparation of monthly financial statements (balance sheet and income statement)
within 10 business days following the end of each calendar month fassumes the existing
25 day of the month cutof! and timely receipt of information from the Company
acknowledged by the Parties that these financial statements wiil he compliant with
Generally Accepted Accounting Pringiples for the United Kingdom, excepting that
depletion, the ceiling test, accruals. foreign exchange gains and losses and certain other
accounting estimates will only be made following each applicable calendar quarter end)

Preparation of quarterly financial staterents (balance sheet and income statement,) in
accordance with Generally Accepted Accounting Principies for the United Kingdom.

Part 2 - Assistance
General cooperation and assistance in fulfilling the Purpose including:-

Providing to all Prospective Buvers reasonable aceess during normal working hours to
the emplovees of the Providers with the requisite skill and expertise;

Management meeting and presentations where requested by Prospective Buyvers;
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Technical presentations; and

Coordination of third party contractors and consultants.

Data Roony

Adding to the Data Room any additional documents that may be relevant to Prospective
Buvers:

Ensuring that all Prospective Buvers have access fo the Data Room and providing
assistance where necessary in their use of the Data Room; and

Complying with any requests from Intralinks in relarion to the Data Room.

Operational Assistance

Operational assistance in refation to Joint Operating Agreements (such assistance being
whatever the Administrators require (acting reasonably) in particular in relation to the
Huntington Field).

All assistance required to carry out the safe and efficient operation of the
Brenda/Nicoi/Balmoral Hub, the Shelly Hub, the Huntington Hub and the Scott Hub, in
furtherance of this provision, the Providers shall maintain the employ of individuals
technically qualified to carry out, inter alia, the following services:

Geological services

Geophysicisl services

Petroplywsicist services

Gieotechnical modeliing services including without Hmitation using the eclipse models
0 measure reserves

Petro physical technological services

Reservoir development engineering services

Business development {contract) services.

Such other services as may reasonably be required by the Company and 7 or the
Administrators,



THIS IS EXHIBIT “L.” REFERRED TO IN THE
AFFIDAVIT OF ARTHUR MILLHOLLAND
SWORN BEFORE ME THIS 4TH DAY OF FEBRUARY, 2009

A Commissioner for Qaths
in and for the Province of Alberta

Dallas S. Romeril
Qtudent-at-Law
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THIS IS EXHIBIT “M” REFERRED TO IN THE
AFFIDAVIT OF ARTHUR MILLHOLLAND
SWORN BEFORE ME THIS 4TH DAY OF FEBRUARY, 2009

Lattnsr #orn

A Commissioner for Oaths
in and for the Province of Alberta

Dallas S. Romeril
Student-at-Law



Alberia

Transmitting Party
MCCARTHY TETRAULT LLP

3300 421 7 AVE SW
CALGARY, AB T2P 4K9

Search ID #: Z00891633

Personal Property Registry
Search Results Report Page 1 of 1

Search ID#: Z00891633

Party Code: 50087121
FPhone #: 403 260 3500
Reference # 137410-157194

Date of Search: 2009-Feb-03 Time of Search: 16:05:00

Business Debtor Search For:

OILEXCO TECHNICAL SERVICES INC.

No Result(s) Found

NOTE:

A complete Search may result in a Report of Exact and Inexact Matches.

Be sure to read the reports carefully.

Result Complete




Personal Property Registry
rq Search Results Report Page 10f9

Search ID#: 200891629

Transmitting Party

MCCARTHY TETRAULT LLP Party Code: 50087121
Phone #: 403 260 3500
3300 421 7 AVE SW Reference #: 137410-157124

CALGARY, AB T2P 4K9

Search ID #: Z00891629 Date of Search: 2009-Feb-03 Time of Search: 16:04:.05

Business Debtor Search For:

OILEXCO INCORPORATED

Exact Result(s) Only Found

NOTE:

A complete Search may result in a Report of Exact and Inexact Matches.

Be sure to read the reports carefully.




Personal Property Registry
I-C' Search Results Report Page 2 of

Search ID#: 200891629

Business Debtor Search For:
OILEXCC INCORPORATED

Search ID #; Z00891629 Date of Search: 2009-Feb-03 Time of Search: 16:04:05
Registratior Number: 06011301600 Registration Type: SECURITY AGREEMENT
Registration Date: 2006-Jan-13 Registration Status: Current

Expiry Date: 2012-Jan-13 23.59:59

Exact Match on:  Debftor No: 1

Amendments to Registration

06012310964 Renewal 2006-Jan-23
08121323738 Amendment 2008-Dec-13
Debtor(s)

Biock Status
1 QILEXCO INCORPORATED Current

SUITE 3200, 715 - 5TH AVENUE S.W.
CALGARY, AB T2P 2X6

Secured Party [ Parties

Block Status
1 THE ROYAL BANK OF SCOTLAND PLC, FROJECT FINANCE Current

135 BISHOPSGATE
L.ONDON, XX EC2ZM 3UR

Collateral; General

Block Description Status
1 ALL THE PRESENT AND FUTURE SHARES IN THE SHARE CAPITAL Current
2 OF OILEXCO NORTH SEA LIMITED (REGISTERED IN ENGLAND Current
3 AND WALES NUMBER 4453364}, AND ALL PRESENT Current
4 AND FUTURE DIVIDENDS AND DISTRIBUTIONS OF ANY Current
5 KIND AND ANY OTHER SUM RECEIVED OR RECEIVABLE IN Current



Personal Property Registry
rd Search Results Report

Search ID#: Z00891629

6 RESPECT OF SUCH SHARES; RIGHTS, SHARES, MONEY

7 OR OTHER ASSETS ACCRUING OR OFFERED AT ANY TIME

8 BY WAY OF REDEMPTION, SUBSTITUTION, EXCHANGE, BONUS

9 OR PREFERENCE UNDER OPTION RIGHTS OR OTHERWISE (N RESPECT

10 OF SUCH SHARES; ALLOTMENTS, OFFERS AND RIGHTS

11 ACCRUING OR OFFERED AT ANY TIME IN RESPECT OF

12 SUCH SHARES; AND ALL OTHER RIGHTS AND ASSETS

13 AT ANY TIME ATTACHING TG, DERIVING FROM OR

14 EXERCISABLE BY VIRTUE OF THE OWNERSHIP OF SUCH

15 SHARES.

16 PROCEEDS: ACCOQUNTS, CHATTEL PAPER, MONEY, INTANGIBLES, GOODS,
DOCUMENTS OF TITLE, INSTRUMENTS AND INVESTMENT PROPERTY (ALL AS
DEFINED IN THE ALBERTA PERSONAL PROPERTY SECURITY ACT}, AND
INSURANCE PROCEEDS.

Particulars

Biock  Additional Information

1

THE FULL COMPLETE ADDRESS OF SECURED PARTY 0001 IS: THE ROYAL BANK
OF SCOTLAND PLC, PROJECT FINANCE 135 BISHOPSGATE, LONDON, ENGLAND
EC2M 3UR

Page 3 of 9

Current
Current
Current
Current
Current
Current
Current
Current
Current
Current

Current By
08121323798

Status

Current



Personal Property Registry
rd Search Results Report Page 4 of 8

Search ID#: 700891629

Business Debtor Search For:
QILEXCO INCORPORATED

Search ID #; Z0089162% Date of Search: 2009-Febh-03 Time of Search: 16:04:05
Registration Number: 07021615435 Registration Type: SECURITY AGREEMENT
Registration Date: 2007-Feb-16 Registration Status: Current

Expiry Date: 2013-Feb-16 23:58:59

Exact Match on:  Debtor No: 1

Amendments to Registration

08121323786 Amendment 2008-Dec-13
Debtor(s)

Block Status
1 QILEXCO INCORPORATED Current

SUITE 3200, 715-5TH AVENUE S.W.
CALGARY, AB TZP 2X6

Secured Party [ Parties
Block Status

1 THE ROYAL BANK OF SCOTLAND PLC, PROJECT FINANCE Current
135 BISHOPSGATE
LONDON, XX EC2M 3UR

Collateral: General

Block Description Status
1 ALL THE PRESENT AND FUTURE SHARES IN THE SHARE CAPITAL OF Current
2 OILEXCO NORTH SEA LIMITED (REGISTERED IN ENGLAND AND WALES Current
3 NUMBER 4453364), AND ALL PRESENT AND FUTURE DIVIDENDS Current
4 AND DISTRIBUTIONS OF ANY KIND AND ANY OTHER SUM RECEIVED Current
5 OR RECEIVABLE IN RESPECT OF SUCH SHARES; RIGHTS, SHARES, Current
6 MONEY OR CTHER ASSETS ACCRUING OR OFFERED AT ANY TIME BY Current



Personal Property Registry
l'q Search Results Report

Search 1D#: Z00891629

7 WAY OF REDEMPTION, SUBSTITUTION, EXCHANGE, BONUS OR

8 PREFERENCE UNDER OPTION RIGHTS OR OTHERWISE IN RESPECT OF

9 SUCH SHARES: ALLOTMENTS, OFFERS AND RIGHTS ACCRUING OR

1C OFFERED AT ANY TIME IN RESPECT OF SUCH SHARES; AND ALL

11 OTHER RIGHTS AND ASSETS AT ANY TIME ATTACHING TO, DERIVING

12 FROM OR EXERCISABLE BY VIRTURE OF THE OWERSHIP OF SUCH

13 SHARES.

14 PROCEEDS: ACCOUNTS, CHATTEL PAPER, MONEY, INTANGIBLES, GOODS,
DOCUMENTS OF TITLE, INSTRUMENTS AND INVESTMENT PROPERTY {ALL AS
DEFINED iN THE ALBERTA PERSONAL PROPERTY SECURITY ACT), AND
INSURANCE PRCCEEDS.

Particulars

Block  Additional Information

1

THE SECURED PARTY 1S ACTING AS SECURITY TRUSTEE FOR THE FINANCE
PARTIES UNDER (AND AS DEFINED IN) A CHARGE OVER SHARES, AS AMENDED,
SUPPLEMENTED, RESTATED OR VARIED FROM TIME TO TIME.

Page 50f 9

Current
Current
Current
Current
Current
Current
Current

Current By
0B121323786

Status

Current



Personal Property Registry
rq Search Results Report

Page 6 of &
Search ID#: 700891629
Business Debtor Search For:
OILEXCO INCORPORATED
Search ID #: Z0G891628 Date of Search: 2008-Feb-03 Time of Search: 16:04:05
Registration Number: 07102913261 Registration Type: SECURITY AGREEMENT
Registration Date: 2007-0ct-29 Registration Status: Current
Expiry Date: 2012-Oct-29 23:59:59
Exact Match on:  Debtor No: 1
Amendments to Registration
08092608553 Amendment 2008-Sep-26
Debtor(s)
Block Status
1 QOILEXCO INCORPORATED Current
3200, 715 - 5 AVENUE SW
CALGARY, AR T2P 2X6
Secured Party / Parties
Biock Status
1 CANADIAN WESTERN BANK Current
606 4 STREET S.W.
CALGARY, AB T2P 171
Collateral: General
Block Description Status
1 THE ENTIRE RIGHT, TITLE, CLAIM AND INTEREST OF THE DEBTOR IN Deleted By
08092608553
2 AND TO ALL MONIES OWING AND PAYABLE OR HEREAFTER OWING AND Deleted By
08092608553
3 PAYABLE TO THE DEBTOR PURSUANT TO THE TERMS OF THE INSTRUMENT, Deleted By
08092608553
4 OR INSTRUMENTS, INCLUDING ALL RENEWALS, REPLACEMENTS AND Deisted By
08092608553



Personal Property Registry
I'G Search Results Report

Search ID#: 200891629

5 SUBSTITUTIONS DESCRIBED AS ASSIGNMENT OF BANK INSTRUMENT DATED
6 QOCTOBER 26, 2007, IN THE AMUNT OF $90,000 COVERING GIC #

7 4573884, T-123, AND ALL PROCEEDS THEREOF,

8 The entire right, title, claim and interest of the Debtor in and to all monies owing and

payable or hereafter owing and payable to the Debtor pursuant to the terms of the
instrument, or instruments, including all renewals, replacements and substitutions
described as Assignment of Bank Instrument dated September 10, 2008, in the amount of
C$630,000 covering GICs 4573804, T-84, and T-123, and T-148, and all proceeds thereof.

Page 7 of &

Deleted By
08092608553

Deleted By
£8092608563

Deleted By
08092608553

Current By
08092608553



Personal Property Registry
rq Search Results Report Page 8 of 9

Search ID#:. Z0088162%

Business Debtor Search For.
OILEXCO INCORPORATED

Search 1D #: Z(0891629 Date of Search: 2009-Feb-03 Time of Search: 16:04:05
Registration Number: 08121323777 Registration Type: SECURITY AGREEMENT
Registration Date: 2008-Dec-13 Registration Status: Current

Expiry Date; 2015-Dec-13 23:59:59

Exact Match on:  Debtor No: 1

Amendments to Registration

08121527716 Amendment 2008-Dec-15
Debtor(s)

Block Status
1 OILEXCO INCORPORATED Current

SWITE 3200, 715 - 5TH AVENUE SW
CALGARY, AB T2P 2X6

Secured Party / Parties

Block Status

1 THE ROYAL BANK OF SCOTLAND PLC, PROJECT FINANCE Deleted hy
135 BISHOPSGATE 08121527716
LONDON, XX EC2M 3UR

Block Status

2 THE ROYAL BANK OF SCOTLAND PLC Current by
135 BISHOPSGATE 08121527716

LONDON, XX ECZM 3UR

Collateral: General
Block Description Status




Personal Property Registry
rq Search Results Report Page 9 of &

Search ID#: Z00B891629

1 ALL THE PRESENT AND FUTURE SHARES IN THE SHARE CAPITAL OF OILEXCO Current
NORTH SEA LIMITED (REGISTERED IN ENGLAND AND WALES WITH COMPANY
NUMBER 4453364), AND ALL PRESENT AND FUTURE DIVIDENDS AND DISTRIBUTIONS
OF ANY KIND AND ANY OTHER SUM RECEIVED OR RECEIVABLE IN RESPECT OF
SUCH SHARES; RIGHTS, SHARES, MONEY OR OTHER ASSETS ACCRUING OR
OFFERED AT ANY TIME BY WAY OF REDEMPTION, SUBSTITUTION, EXCHANGE,
BONUS OR PREFERENCE UNDER OPTION RIGHTS OR OTHERWISE IN RESPECT OF
SUCH SHARES: ALLOTMENTS, OFFERS AND RIGHTS ACCRUING CR OFFERED AT
ANY TIME IN RESPECT OF SUCH SHARES; AND ALL OTHER RIGHTS AND ASSETS
AT ANY TIME ATTACHING TO, DERIVING FROM OR EXERCISABLE BY VIRTUE OF
THE OWNERSHIP OF SUCH SHARES.

PROCEEDS: ACCOUNTS, CHATTEL PAPER, MONEY, INTANGIBLES, GOODS,
DOCUMENTS OF TITLE, INSTRUMENTS AND INVESTMENT PROPERTY (ALL AS
DEFINED IN THE ALBERTA PERSONAL PROPERTY SECURITY ACT), AND
INSURANCE PROCEEDS.

Particulars

Block  Additional Information ' Status

1 THE FULL COMPLETE ADDRESS OF SECURED PARTY 0001 IS: Deleted By
THE ROYAL BANK OF SCOTLAND PLC 08121527716

PROJECT FINANCE
135 BISHOPSGATE
LONDON, ENGLAND

EC2M 3UR

Block Additional Information Status

2 THE FULL COMPLETE ADDRESS OF SECURED PARTY 6002 15: Current By
THE ROYAL BANK OF SCOTLAND FLC 08121527716

PRCOJECT FINANCE
135 BISHOPSGATE

LONDON, ENGLAND
ECZM 3UR

Result Complete



