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INTRODUCTION

1 On February 20, 2018 (the “Receiver ship Date”), the Court of Queen’s Bench of
Alberta (the “Court”) granted an order in these proceedings (the “Consent
Receivership Order”) appointing Alvarez & Marsal Canada Inc. (‘“A&M”) as
receiver and manager (the “Receiver”), without security, of all of the current and
future assets, undertakings and properties of every nature and kind whatsoever,
including but not limited to rea property and wherever situate including all
proceeds thereof (the “Property”) of Manitok Energy Inc. (“Manitok”) and its
wholly owned subsidiary Raimount Energy Corp. (‘Raimount”) (together, or
either of them, as the context requires, the “Company”) pursuant to section 243(1)
of the Bankruptcy and Insolvency Act, RSC 1985, ¢ B-3, as amended (the “BIA™)
and section 13(2) of the Judicature Act, RSA 2000, c J-2.

2. Concurrently with the Receivership, Manitok, Raimount and Manitok’s other
wholly owned subsidiary, Corinthian Oil Corp. (“Corinthian”, were deemed

bankrupt and A&M became the Licensed Insolvency Trustee of each of them.

3. As discussed in previous Reports, the most significant stakeholders in the
Receivership Proceedings are now the National Bank of Canada (“NBC”) and the
Alberta Energy Regulator (*AER”). NBC continues to hold a first charge over all
of the undistributed assets of the Company and the proceeds therefrom. As a result
of the decision of the Supreme Court of Canada ('SCC’) in Orphan Well
Association v Grant Thornton Ltd, 2019 SCC 5 (‘Redwater”), the AER is a

significant stakeholder in the Receivership even though it isnot a“creditor” per se.

4. The Receiver recently filed its Fourteenth Report, which was a fulsome report
updating the Court on the status of the Receivership and an application for a
distribution of funds and other ancillary matters. A Court Order was granted on
July 10, 2020 approving the distribution and other relief sought by the Receiver
(the “July Order”).
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5. Aswas noted in the Fourteenth Report, funds continue to be held by the Receiver
pending the final determination of the priority of two builder’s lien claims and a
claim by Yangarra Resources Limited (“Yangarra®) relating to a pre-receivership
sale transaction. The builder’slien claims are discussed in the Receiver’s Fifteenth
Report and an application to resolve that matter is scheduled for October 16, 2020.

PURPOSE

6. The purpose of this Sixteenth Report of the Receiver (the “Sixteenth Report” or
“thisReport”) isto provide the Court with information in respect of the Receiver's
application to dismiss the claim of Yangarra arising out of a pre-receivership
purchase transaction wherein Y angarra acquired certain properties from Manitok

(the “Ferrier Transaction”).

7. Capitalized words or terms not defined in this Report are as defined in the

Receivership Order or the previous reports of the Receiver (the “Prior Reports”).
8. All referencesto dollars are in Canadian currency.
TERM S OF REFERENCE

9. In preparing this Sixteenth Report, the Receiver has relied upon financial and other
information contained in the Company’ s books and records as well as the pleadings
in the action commenced by Yangarra against Orlen Upstream Canada Ltd.
(“Orlen™) in the Count of Queen’s Bench of Alberta as Court File No. 1801-17233
(the “Orlen Action”). The Receiver has not performed an audit, review or other
verification of such information.

THE YANGARRA CLAIM

10.  As noted in Prior Reports, one of the few substantive matters to finalize the
Receivership is the resolution of the Yangarra Claim, as defined herein. The
Receiver has noted that it was in discussions with Yangarrato attempt to settle that
claim. Settlement discussions have broken off and the Receiver is now seeking to

dismiss the Yangarra Claim.
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The Receiver has set aside and continues to hold the sum of $600,000 pending
resolution of the Yangarra Claim. Although Yangarra has never specified the
amount of its claim, it is seeking $600,000 in the Orlen Action.

The Yangarra Claim arises from the Ferrier Transaction, which is more fully
discussed below.

On December 4, 2018 Y angarracommenced the Orlen Action by filing a Statement
of Claim seeking, among other relief, damages of $600,000. A copy of Yangarra's
Statement of Claim is attached as Appendix A.

On January 23, 2019 Orlen filed a Statement of Defence together with a
Counterclaim seeking damages from Yangarra in the amount of $94,975 plus
interest and costs (the “Orlen Counterclaim™). A copy of the Orlen Counterclam is
attached as Appendix B.

On March 4, 2019 Yangarra filed a Statement of Defence to the Orlen
Counterclaim. A copy of Yangarras Statement of Defence to Counterclaim is
attached as Appendix C.

On August 23, 2019 Yangarrafiled a Third Party Claim against Alvarez & Marsal
Canadalnc. (“A&M") and subsequently filed an application for leave to commence
that Third Party Claim. A copy of Yangarra's Third Party Claim is attached as
Appendix D.

A&M objected to that Third Party Claim and on October 29, 2019 a Consent Order
was granted by the Court (attached as Appendix E), pursuant to which:

a) Yangarrawas directed to file and serve in the Orlen Action an Amended
Third Party Claim and an amended application for leave to file the
Amended Third Party Claim (* Amended Leave Application™) by October
30, 2019, replacing A&M with Alvarez and Marsal Canada Inc. solely in
its capacity as Court Appointed Recelver and not in any personal capacity.
This was done on October 29, 2019, at which time Manitok was also
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added as a Third Party Defendant. A copy of Yangarra's Amended Third
Party Claim (the “Yangarra Claim”) is attached as Appendix F.

b) Yangarrawas directed to seek leaveto file and serve an application in the
Manitok Receivership Action, #25-2332583, for payment of the Winter
Service Funds and Proceeds, as those terms are defined in its Third Party
Claim (the "Receivership Application”). To the best of the Receiver's

knowledge, no Receivership Application has been filed or served.

c) The Yangarra Clam was stayed pending the determination of the
Receivership Application. Within 7 days of a final decision on the
Receivership Application or such other time as agreed by the parties, the
Yangarra Claim is to be discontinued without costs.

d) TheReceiver was permitted to apply to strike out or dismissthe Y angarra
Claim should it deems the circumstances to so warrant. The Receiver is

now seeking to dismiss the Y angarra Claim.

The Yangarra Claim seeks contribution and indemnity from Manitok and the
Receiver in respect of any liability for the amount being sought in the Orlen
Counterclaim. The Orlen Counterclaim seeks payment from Y angarra of $94,975
in respect of processing and related fees for the period from October 2017 to
January 2018 arising out of the Ferrier Transaction. This appears to be what
Y angarrais claming to be owed by Manitok for Winter Service Fees, as defined in

the Yangarra Claim.

In addition to contribution and indemnity with respect to the Orlen Counterclaim,
Y angarra appears to be claiming a remedy against Manitok and the Receiver for
Proceeds (as defined in the Yangarra Claim) as well as Winter Service Fees. As
noted above, the Consent Order required Yangarra to bring the Receivership
Application for payment of the Proceeds and Winter Service Fees. Asnoted above,
that has not been done. A claim for Proceeds and Winter Service Fees would have

existed at the Receivership Date, which was approximately 31 months ago.
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Accordingly, the Receiver is of the view that the limitation period for these claims

has |apsed and that such a claim is now statute barred.
FERRIER TRANSACTION ASIT RELATESTO THE YANGARRA CLAIM

20. Pursuant to an Asset Purchase Agreement made effective October 1, 2017,
Y angarra purchased certain assets from Manitok in the Ferrier area of Alberta
(“Yangarra APA”) The Yangarra APA was purportedly based on aletter of intent
presented in December of 2017 and was executed on or about January 31, 2018. A
copy of the Yangarra APA, without schedules, is attached as Appendix G.

21.  Manitok was operating under BIA Proposal proceedings at the time the Y angarra
APA was executed and it required a Sale Approval and a Vesting Order from the
Court (“SAVQ"). A SAVO was granted on February 13, 2018 and the Y angarra
APA closed on February 16, 2018, just prior to the Receivership Date.

22.  The Yangarra APA included certain Manitok natural gas wells. Orlen processed
the natural gas and related products from these wells (“Production”) through its
facilities and charged Manitok processing and related fees. Manitok took the
Production in kind and arranged for the sale of Production to various third party

purchasers, who paid Manitok directly.

23.  TheYangarraAPA was astandard form of agreement generally utilized for oil and
gas transactions in an insolvency situation. Provisions of the Yangarra APA

relevant to the Y angarra Claim include the following:

ad)  The Purchase Priceto be paid at closing was the sum of $2,082,500 plus
or minus any adjustments for revenue and expenses of Manitok made on
an accrual basis in accordance with generally accepted accounting
principles between the effective date of October 1, 2017 and the closing
Date, which was February 16, 2018 (“Closing Date”).

b)  An interim accounting for adjustments was to be done and an interim
statement of adjustments (“ISOA™) was prepared and delivered on the
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Closing Date. The ISOA indicated a Purchase Price of $2,027,470.57 after
GST of $20,825.00 and adjustments of $75,854.43 in favor of the
Purchaser for revenue and expenses for October and November, 2017. A
copy of the ISOA is attached as Appendix H.

c)  Within sixty days of the Closing Date, afinal accounting of adjustments
was to be done and a final statement of adjustment (“FSOA™) was to be

agreed to by the parties. The FSOA has not been done.

d) Manitok as Vendor was responsible for all costs up to and including the
Closing Date and Y angarra as Purchaser was responsible for all such costs
thereafter.

e) All adjustments were to be adjustments to the Purchase Price.

f)  Any Conveyance Document assigning a Title and Operating Document
was to provide that notwithstanding Court Approval and such
Conveyance Document, Y angarra as Purchaser was to have assumed such
Title and Operating Document upon notice in writing of such assumption
being given to any Third Party that was party to such Title and Operating
Aqgreement.

g) TheYangarraAPA isthe entire agreement between the parties.

24, The General Conveyance executed and delivered at closing was made as of the
Closing Date and indicates that:

“This General Conveyance and the transfer of title to and possession of
Vendors interest in and to the Assets will, subject to the terms of the
Agreement, be effective as of the Closing Date.”

A copy of the General Conveyanceisincluded within Appendix G.



012

RECEIVER'SCONCLUSIONSAND RECOMMENDATIONS

25.  Inview of theforegoing, the Receiver is of the conclusion that the Y angarra Claim

ought to be dismissed for the following reasons:

a) The Yangarra Claim is for contribution and indemnity for any liability
that Yangarra may have to Orlen for Winter Service Fees. To the best of
the Recelvers knowledge, the Orlen Counterclam has not been
determined. Nor has the Receiver been provided with proof or

quantification of the amount sought in the Orlen Counterclaim.

b) Under the terms of the Yangarra APA, Manitok was responsible for
paying the Winter Service Fees. However, the Winter Service Fees are
pre-Receivership obligations and consequently are unsecured claims in
the Receivership Proceedings, subordinate to both the secured claim of
NBC and end of life obligations to the AER.

c) The Ferrier Transaction giving rise to the Yangarra Clam was a pre-
Receivership transaction and the Receiver has no obligation or

regquirement to pay any claimsrelating to or arising out of that transaction.

d) The Orlen Counterclaim does not change the fact that the Recelver is not

obligated or required to pay an unsecured claim.

€e) ThealegationsintheYangarraClaim that atrust was created and that the
Receiver was acting as a trustee have no basis and the Recelver has not

been provided with any evidence to support these allegations.

26. In addition to the Yangarra Claim, it appears that Yangarra is asserting a claim
againgt the Receiver for payment of Proceeds and Winter Service Fees, as defined
in the Yangarra Claim.
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The Receiver is of the conclusion that any such claim that Yangarra has or may
make in the future against the Receiver should also be dismissed, for the following

reasons.

a)  TheConsent Order granted on October 29, 2019 required Y angarratofile
and serve an application for such claims in the Receivership. No such
application has been filed or served and any such claims would now be
statute barred.

b) TheWinter Service Feesand Proceedsrelate to the Yangarra APA, which
is a pre-Receivership transaction. Any amounts payable by Manitok to
Y angarra for these claims would, in accordance with the Y angarra APA,
be adjustments to the Purchase Price as determined by a FSOA. Although
Manitok may be liable for these claims, they would be unsecured claims

in the Receivership proceedings.
¢) TheReceiver has no obligation or requirement to pay unsecured claims.

d) Winter Service Fees and Proceeds for October and November 2017 were
adjusted on the ISOA and Y angarra received credit for those in paying a
reduced Purchase Price. Winter Service Fees and Proceeds for December
2017 and January 2018 would have been adjusted on the FSOA and any
payment due to Y angarra by Manitok would be an unsecured claim. The
Receiver has no obligation or requirement to pay such claim or any other

pre-Receivership liabilities of Manitok that are unsecured claims.

The Receivership proceedings are substantially complete, with the Yangarra Claim
being one of the few remaining substantive issues requiring finalization for

purposes of allowing the Receiver to obtain its discharge.
The Recelver therefore recommends that this Honourable Court:

a) Dismissthe Yangarra Claim against the Receiver; and

10
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b) Dismiss any further claims Yangarra may be asserting against the

Receiver in respect of Winter Service Fees and Proceeds.
All of which is respectfully submitted this 5" day of October, 2020.

ALVAREZ & MARSAL CANADA INC,,
in its capacity as Receiver of Manitok
and not in itspersonal or corporate capacity

e S

Orest Konowalchuk, cPA, CA, CIRP, LIT
Senior Vice President
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Attention: Warren Foley

'NOTICE TO DEFENDANT(S)

You are being sued. You are a defendant,

Go to the end of this document to see what you can do and when you must do it.

‘Note: State below only facts and not evidence (Rule 13.6)

Statement of facts relied on:

1. Yangarra Resources Lid. (“Yangarra”) is an Alberta company engaged in the exploration,

development, and production of petroleum and natural gas in Western Canada.

2, Orlen Upstream Canada Ltd. (“Orlen”) Is an Alberta company similarly engaged.

CAL_LAWA 318017612
Rev. 2.0 (15/11/10)
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3. Yangarra was successor as “Producer” and Orlen successor as ‘Operator” under two Gas
‘ Handling Agreements, described below:

Cow Lake 03-16-38-7W5 Compression Facility and Gas Gathering
System Gas Handling Agreement between Provident Energy Ltd.
and Tournament Exploration Ltd., Effective February 1, 2008,
Contract No. SA2908

i Ferrier Area Gas Handling Agreement between Angle Energy Inc.
and Tournament Exploration Ltd, Effective March 1, 2012, Contract
No. 8V0644

(ColleotiVer, the "Agreements”)

4, Yangarra acquired its interests in the Agreements from Manitok Energy Inc. {"Manitok”)
on January 31, 2018, Manitok made a deemed assignment in bankruptey on February 20,
2018,

5. The Agreements governed the handling, processing, and allocation of oil and gas

substances produced from several Yangarra wells, including the following:
00/03-23-038-07W5
02/03-23-038-07W5
00/08-03-038-07W5
00/08-03-038-07W5
14-19-38-6W5
(Coliectively, the “Wells").

-6, By the Agreements, the producer (i.e. Manitok until January 31, 2018 and Yangarra
thereafter) was to deliver natural gas and related substances from the Wells to Orlen’s
facilites and pay Orlen a monthly handling charge for processing. Orlen would then
allocate to the producer its proportional share of the facilities’ “outlet substances” (thé
"Substances”),

CAL_LAW\ 3180176\2
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As part of the purchase price for Manitok’s assets, Yangarra paid Manitok’s net operating
expenses (including the gas handling charges set out in the Agreements as described

above) for the months of October 2017, November 2017, December 2017 and January
2018,

Insofar as is known to Yangarra, Orlen billed Manitok for handling charges for these
months, but Manitok did not pay and Orlen took no enforcement action. At all material

times, Orlen failed to inform Yangarra that it was allowing the insolvent Manitok to operate
on credit.

After Manitok's bankruptey, in or around around May 2018, Orlen began demanding
payment from Yangarra of Manitok's handling charges for the months noted above.

By letter of August 10, 2018, Orlen issued a Notice of Default to Yangarra, demanding

immediate payment of Manitok’s handing charges on threat of it taking steps to enforce

its right and remedies under the Agreements. Orlen added that it was prepared to discuss
Yangarra's objections to the billings only upon full payment. In response to Orlen's
ultimatum, Yangarra paid the then current Joiht Interest Bills under protest as the amounts
being demanded by Orlen were not due and owing. The amounts paid by Yangarra were

with respect o all current processing and handling charges but did not include the charges
due and owing by Manitok.

As of August 14, 2018, Yangarra had paid all outstanding operating expenses for the Wells
from February 2018 to July 2018. Notwithstanding this fact, Orlen failed to allocate its
substance allocation from the Wells for the months of February 2018, July 2018 and
August 2018. In addition, without notice, Orlen increased the processing rates at the
facility from $36 per e®m® to $60 per e®m?. As a result of the conduct of Orlen, Yangarra
was forced to shut in the Wells on or about August 30, 2018. As of the filing of this claim,
the Wells remain shut in.

As operator under the Agreements, Orlen is granted overall management and control of

the gas handling, measurement and allocation of the Substances and has the ability to

exercise discretion and power in relation to Yangarra and, in this respect, is a fiduciary
and owes fiduciary duties to Yangarra.

CAL_LAWA 3180176\2
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Orlen has breached the Agreements, its duties as operator, its fiduciary duties, and has
otherwise failed to comply with the terms of the Agreements, some particulars of which
include:

Failing to determine the allocation of the Substances on a monthly basis;

Failing to provide Yangarra with a statement showing the total volume of
Yangarra s inlet substances accepted at the facility on or before the 25" day of
each month

Failing to provide proper payment to Yangarra for the Substances on a monthly
basis;

Failing to provide Yangarra with proper notice of increased handling charges to
process Yangarra's production;

Such further and other particulars as shall be proven at the trial of this action.

Since becoming operator under the Agreements, Orlen has demonstrated a marked and
ﬂagfant departure from the standard of conduct of a reasonable operator and shown
utter disregard for the harmful, foreseeable and avoidable consequences of its actions,
As such, its actions as operator constitute gross negligence and have caused and
continue to cause Yangarra loss and damage, including additional expenses and loss of
operating revenue in an amount to be 'proven at trial,

Remedy sought:

15,
16,

17.

18,
19.

20,

Judgment in the amount of $600,000, or such other amount as will be proven at trial;

A Declaration that the incteased handling charges for the months of July 2018 and August
2018 are of no force and effect;

A Declaration that no handling charges accrued to Yangarra under the Agreements for the
months of October, November, and December 2017 and January 2018.

Interest pursuant to the Judgment Interest Act, RSA 2000, ¢. J-1.
Costs of this action.

Such further and other relief as the Court considers appropriate.

CAL_LAWA 3180176\2
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| NOTIGE TO THE DEFENDANT(S)

You only have a short time to do something to defend yourself against this claim:
20 days if you are served in Alberta
1 month if you are served outside Alberta but in Canada
2 months if you are served outside Canada.

You can respond by filing a statement of defence or a demand for notice in the
office of the clerk of the Court of Queen’s Bench at Calgary, Alberta, AND by
serving your statement of defence or a demand for notice on the plaintiff's(s')
address for service.

WARNING

If you do not file and serve a statement of defence or a demand for notice within
your time period, you risk losing the law suit automatically. If you do not file, or do
not serve, or are late in doing either of these things, a court may give a judgment
to the plamtlff(s) against you,

CAL_LAW 3180176\2




020

Form 21
{Rules 3.57 and
12.11(3)]
COURT FILE NUMBER  1801-17233 cl Erfledsie FERRCOURT
COURT COURT OF QUEEN'S BENCH OF ALBERTA FILED
JUDICIAL CENTRE ~ CALGARY . JAN 23 2019
PLAINTIFF BY ORLEN UPSTREAM CANADA LTD. ,
A OF CALGARY
DEFENDANT BY YANGARRA RESOURCES LTD.
COUNTERCLAIM
DOCUMENT COUNTERCLAIM
ADDRESS FOR Norton Rose Fulbright Canada LLP
SERVICE AND 400 3rd Avenue SW, Suite 3700
CONTACT Calgary, Alberta T2P 4H2 CANADA
INFORMATION OF
PARTY FILING THIS  Tel: +1 403.267.8222
DOCUMENT Fax: +1 403.264.5973
Attention: Steven H. Leitl
File no.. 1001054553
NOTICE TO DEFENDANT BY COUNTERCLAIM
You are being sued. You are a defendant by counterclaim.
Go to the end of this document to see what you can do and when you must do it.
NOTE: State below only facts and not evidence [Rule 13.6]
Statement of facts relied on: ‘
1. ORLEN adopts the pleading in its Staternent of Defence.
2. ORLEN has suffered damages as a result of Yangarra’s breach of the Agreements

and failure to pay ORLEN the Processing and Related Fees for the months set out in

in its Statement of Defence.

3. Yangarra is liable to ORLEN to compensate it for such damages.

Rernedy sought:

4, ORLEN respectfully claims judgment against Yangarra for:

1001054553\CAN_DMS: \124583776\5




(a) payment of damages in the amount of $94,975 plus interest and future
amounts to be determined;

(c) interest pursuant to the Judgment Interest Act, RSA 2000, ¢ J-1, as amended;
(d) costs on such scale as this Honourable Court determines to be just; and

(e) such other relief as this Court determines to be just.
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NOTICE TO THE DEFENDANT BY COUNTERCLAIM

You only have a shott time to do something to respond to this counterclaim:
20 days if you are served in Alberta
1 month if you are served outside Alberta but in Canada
2 months if you are served outside Canada.

You can respond by filing a statement of defence or a demand for notice to counterclaim in
the office of the clerk of the Court of Queen's Bench at Calgary, Alberta, AND serving your
statement of defenice or a demand for notice to counterclaim on the plaintiff by counterclaim's
address for service. ‘

WARNING

If you do not file and serve a statement of defence or a demand for notice to counterclaim
within your time period, you risk losing the law suit automatically. If you do not file, or do not
serve, or are late in doing either of these things, a court may give a judgment to the plaintiff

by counterciaim against you after notice of the application has been served on you.

1001054553\CAN_DMS: \124583776\5 i
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NTRE  EF GALGARY
PLAINTIFF YANGARRA RESOURCES LTD. i
DEFENDANT ORLEN UPSTREAM CANADA LTD.
PLAINTIFF BY ORLEN UPSTREAM CANADA LTD.
COUNTERCLAIM
DEFENDANT BY YANGARRA RESOURCES LTD.
COUNTERCLAIM
DOCUMENT STATEMENT OF DEFENCE TO COUNTERCLAIM
ADDRESS FOR Gowling WLG (Canada) LLP
SERVICE AND 1600, 421 — 7th Avenue S.W.
CONTACT Calgary, AB T2P 4K9
INFORMATION :
OF PARTY Telephc_)ne (403) 298-1000
FILING THIS Facsimile (403) 263-9193
DOCUMENT File No. A159852
Attention: Warren Foley / Natasha Tames
Statement of facts relied on:
1. The Defendant by Counterclaim, Yangarra Resources Ltd. (“Yangarra’), pleads and relies

upon the facts alleged in the Statement of Claim and adopts the definitions set forth in the

Statement of Claim.

-2, Except where specifically admitted herein, Yangarra denies all allegations in the

Counterclaim.
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Any Matters that Defeat the Claim of the Plaintiffs by Counterclaim:

3.

In answer fo the whole Counterclaim, Yangarra expressly denies that it became
responsible for the debts of Manitok as alleged, or at all, and puts the Plaintiff by

Counterclaim to the strict proof thereof.

Yangarra denies that the Plaintiff by Counterclaim has suffered any losses or damages
alleged in the Counterclaim or at all, and puts the Plaintiff by Counterclaim to the strict

proof thereof.

If the Plaintiff by Counterclaim has suffered damages as alleged in the Counterclaim,
which is denied, then such damages were not caused or contributed to by any acts or

omissions on the part of Yangarra.

Further and in the alternative, Yangarra states that the Plaintiff by Counterclaim has failed
to properly mitigate its damages by failing to register its claim as against Manitok with the

current Trustee in Bankruptcy and Receiver, Alvarez & Marsal.

Yangarra states, and the fact is, that Orlen’s avenue for recovery by way of Counterclaim
is improper. The proper course of recovery of any unpaid fees owed by Manutok to Orlen
was to register a claim with the receiver and trustee in bankruptcy of Manitok in the Court
of Queen's Bench of Alberta in Bankruptcy and Insolvency Estate Numbers 25-2332583,
25-2332610, and 25-2335351.

Yangarra states that the Counterclaim is an attempt to recover any unpaid liabilities of
Manitok as against Yangarra, and is an attempt to circumvent the proper bankruptcy and

insolvency procedure and is invalid and improper.

Payment of Orlen’s Fees from October 2017 to January 2018

S.

10.

Yangarra has already paid for Orlen’s gas handling, processing, and other fees for the

period of October 2017 to January 2018, inclusively.

On December 22, 2017, Yangarra offered to purchase all of Manitok’s interests in the land
legaily described as TWP 037-08W5 $/2 Sec 26 (the "Ferrier Property”). Manitok

accepted the offer.
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12.

13.

14.

15.
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On February 20, 2018, Yangarra entered into an Asset Purchase Agreement with Manitok

- effective October 1, 2017 wherein Yangarra purchased the Ferrier Prperty (the

‘Purchase Agreement’) for the sum of $2,027,470.57 (the "Purchase Funds").

It was an express term of the Purchase Agreement with Manitok and/or Manitok's
Proposal Trustee in Bankruptcy, FTI Consulting Canada inc. (‘FTI"), and/or Manitok’s
Trustee in Bankruptoy, Alvarez & Marsal Canada Inc. (“Alvarez’), that some of the
Purchase Funds would be paid to Orlen in full and final satisfaction of outstanding
processing and other fees for the period of October 2017 to January 2018, inclusively (the

“Winter Service Payment’).

Yangarra states, and the fact is, that it has already paid the Winter Service Payment as

part of the Purchase Funds.
Yangarra was not responsible for remittance of the Winter Service Payment to Orlen.

To the best of Yangarra’s knowledge, Manitok, FTI, Alvarez and/or Manitok's largest
secured creditor, the National Bank of Canada ("NBC”), received the Purchase Funds and
were responsible for remitting Orlen with the Winter Service Payment. Any failure to do so
is not attributable to Yangarra and is a result of the breach of confract and negligence of
Manitok, FTI, Alvarez, and/or the National Bank of Canada in failing to provide Orlen with

the Winter Service Payment, in direct breach of the Purchase Agreement.

Assignment of the Agreements

16.

17.

18.

In further answer to the whole of the Counterclaim, Yangarra denies that it has breached
any of the terms of the two well operating agreements and two gas handling agreements

(collectively, the “Agreements”), as alleged or at all.

Yangarra states that the Agreements were assigned to Yangarra, but were not novated to

Yangarra.

At no time did Yangarra and Orlen enter into any express or implied agreement whereby
Yangarra would become liable for any pre-existing debt of Manitok to Orlen. At no time
did Yangarra, Orlen, and Manitok enter into a tripartite agreement wherein the assumption

of Manitok’s debt by Yangarra was expressly contemplated and agreed to by the parties.
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In the alternative, if the Agreements were novated to Yangarra, it was an éxpress term of
‘the three assignment agreements which assigned the Agreements to Yangarra (tine
‘Assignment Agreements”’) that Yangarra perform all covenants and obligations from
and after October 1, 2017. At no time did Yangarra agree to pay Manitok’s outstanding

fees prior to October 1, 2017, nor was such payment contemplated.

Yangarra has paid the Winter Service Payment and accordingly, is not in breach of the

Assignment Agreements.

The Vesting Order

21.

22.

In answer to the whole of the Counterclaim, Yangarra states that if it owed any obligation
to cover any outstanding liabilities of Manitok from July 2017 to October 2017, which is
expressly denied, then the Approval and Vesting of Sale Crder of Madam Justice K.M.
Horner, dated February 15, 2018 (the “Vesting Order”), extinguished any and all security
interests, hypothecs, trusts, deemed trusts, liens, charges, or other financial or monetary
claims, whether or not they have been attached or perfected, registered or filed, and
whether secured, unsecured or otherwise, that may have attached to the Ferrier Property.
The Vesting Order expressly expunges and discharges any interests or encumbrances

that may attach to the Ferrier Property.

Yangarra states, and the fact is, that if Yangarra became responsible to pay any pre-
existing liabilities of Manitok to Orlen, which is denied, then the Vesting Order expressly
negates any liability Yangarra may have had with respect to claims against Manitok for

outstanding fees and bars Orlen’s claims against Yangarra.

Remedy Sought:

23.

24,

Yangarra requests that the Counterclaim be dismissed with costs payable to Yangarra.

In the alternative, if Yangarra is obliged to pay the damages sought by Orlen in its
Counterclaim, Yangarra requests that such amount be set off as against the losses and
damages claimed by Yangarra in its Statement of Claim, resulting in a net judgment due

to Yangarra.
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COURT FILE NO. 1801-17233 ' AUG 23 2018

COURT Court of Queen's Bench of Alberta CALGARY, ALBERTA
JUDICIAL CENTRE Calgary

PLAINTIFF/DEFENDANT YANGARRA RESOURCES LTD.
BY COUNTERCLAIM

DEFENDANT/PLAINTIFF ORLEN UPSTREAM CANADA LTD.
BY COUNTERCLAIM

THIRD PARTY ALVAREZ & MARSAL CANADA INC.
DEFENDANT

DOCUMENT THIRD PARTY CLAIM

ADDRESS FOR Gowling WLG (Canada) LLP
SERVICE AND 1600, 421 — 7th Avenue S.W.
CONTACT Calgary, AB T2P 4K9
INFORMATION Telephone (403) 298-1878

OF PARTY Facsimile (403) 695-3582

FILING THIS a -

DOCUMENT File No. A159852

Attention: Warren Foley

NOTICE FROM YANGARRA RESOURCES LTD., DEFENDANT, TO THE THIRD PARTY
DEFENDANT, ALVAREZ & MARSAL CANADA INC.:

This third party claim is made against you. You are a third party defendant.

Go to the end of this document to see what you can do and when you must do it.
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Note: State below only facts and not evidence (Rule 13.6).

Statement of facts relied on:

1.

[y

All capitalized terms in the Third Party Notice have the same meaning ascribed to such

terms in the Statement of Claim except as otherwise specifically defined herein.

An action has been commenced by the Plaintiff by Counterclaim, Orlen Upstream Canada
Ltd. (“Orlen”), against Yangarra Resources Ltd. (“Yangarra®) based on allegations of
breach of contract and as more particularly described in the Orlen Counterclaim, a copy

of which is attached.

Yangarra denies any and all liability to Orlen on the grounds outlined in their Statement of

Defence and Counterclaim, copies of which are attached.

Inthe event that Yangarra is held liable to Orlen, Yangarra claims contribution or indemnity

~from.the Third Party Defendant, Alvarez & Marsal Canada.Inc.-(“‘Alvarez’).in. whole.orin... - - .

part, in respect of any liability for the claims being advanced by Orlen.

The Third Party

Alvarez, insofar as is known to Yangarra, is a corporation incorporated pursuant to the
laws of Alberta that carries on business as a restructuring firm and as receiver in
bankruptcy. On or around February 20, 2018, Alvarez was appointed by the Alberta Court
of Queen’s Bench as Receiver (the "Receivership Order”) of the current and future
assets, undertakings and properties of every nature and kind whatsoever, and wherever

situate, including all proceeds thereof, of Manitok Enérgy Inc. (“Manitok”).

Purchase Agreement and Receivership Order

On December 22, 2017, Yangarra offered to purchase all of Manitok's interests in the land
legally described as TWP 037-08W5 S/2 Sec 26 (the "Ferrier Property”). Manitok
accepted the offer ("Purchase Agreement”) for the sum of $2,027,470.57 (the "Purchase
Funds”).

Prior to the Purchase Agreement being finalized, Orlen was responsible for processing
gas substances derived from the Ferrier Property and providing Manitok with the related

proceeds. Orlen provided Manitok with the related proceeds for December 2017 and
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January 2018 (“the Proceeds’). These amounts were forwarded to Manitok prior to the

Receivership Order.

In or around February 2018, but prior to the Receivership Order being issued, Manitok

assigned its agreements with Orien to Yangarra with an effective date of assignment of

~ October 1, 2017. Yangarra was assigned its proportional share of production from the

Well (the "Well") as of October 1, 2017, including amounts for December 2017 and

January 2018 (the “Proceeds").

It was an express or implied term of the Purchase Agreement and the Assignménts that:

(a) The Purchase Funds specifically included amounts owing to Orlen (the "Winter
Service Funds”) for the processing and related fees for the period of October 2017
through January 2018 (the “Processing and Related Fees');

(b) Manitok was required to remit the Winter Service Funds to Orlen;

{c) The Winter Service Funds would be used sole!y for the purposes of paymg the
_.Processing.and Related Fees.to Orlen; . e e

(d) The Winter Service Funds would be paid to Orlen on demand:;

(e) The Winter Service Funds were guaranteed by Manitok and its successors;
) Manitok was required to remit the Proceeds to Yangarra;

(9) The Proceeds would be provided to Yangarra upon receipt of the same;

(h) The Proceeds would be paid to Yangarra on demand; and

(i) The Proceeds were guaranteed by Manitok and its successors.

Manitok made a deemed assignment in bankruptcy on February 20, 2018 and the
Receivership Order was issued in favour of Alvarez on the same date. As part of the
Receivership Order, Alvarez was granted custodial responsibility for any and all assets of

Manitok, including the Winter Service Funds and Proceeds.

Breach of Purchase Agreement and Duty to Act in Commercially Reasonable Manner

11.

Alvarez as Receiver, has adopted and/or, in the alternative, agreed to comply with the
terms of the Purchase Agreement and Assignment, including remittance of the Winter

Service Funds to Orlen and the Proceeds to Yangarra.
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12. Further, pursuant to section 247 of the Bankruptcy and Insolvency Act R.S.C., 1985, ¢ B-
3, Alvarez also has a duty to act honestly, in good faith, and in a commercially reasonable
manner with respect to any interested parties.

13. Alvarez has breached the Purchase Agreement and the Assignment and has acted

contrary to its statutory duties by:

(a) Failing to remit the Winter Service Funds provided by Yangarra and owing to Orlen
for the Processing and Related Fees;

(b) Failing to remit the Proceeds from the Well provided to Manitok and owing to
Yangarra;

{c) Failing to act in a commercially reascnable manner in failing to pay the debt to
Orlen as obliged by law and/or to preserve the goodwill of Manitok;

{d) Failing to act in a commercially reasonable manner in failing to pay the amounts
owed to Yangarra for production as obliged by law and/or to preserve the goodwill
of Manitok; and ’

(e)  Further particulars as will be proven in the trial of this action.
Breach of Trust Obligations

14, In the alternative, at the time of the Purchase Agreement and thereafter, Manitok held a
trust obligation to Yangarra to apply the Winter Service Funds provided in the Purchase
Agreement to Orlen for payment of the Processing and Related Fees. Alvarez continue to
hold this trust obligation on behalf of Yangarra to apply the Winter Service Funds for

payment to Orlen of the Processing and Related Fees.

15. Manitok also held a trust obligation to Yangarra to pay them the Proceeds as provided for
in the Assignments. Alvarez continues to hold this trust obligation on behalf of Yangarra

to pay them the Proceeds as provided for in the Assignments.

16. The Winter Service Funds and.Proceeds were provided to Manitok in trust (the “Winter

Service Trust”) with the following express or implied trust obligations:

(a) The Winter Service Funds were to be used specially and exclusively for the
purpose of paying the Processing and Related Fees;

(b) The Winter Service Funds remained the property of Yangarra;
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(c) The Proceeds were to be used to pay Yangarra its proportional share for gas
production for December 2017 and January 2018;

(d) The Proceeds remained the property of Yangarra;

(e) Manitok and then Alvarez, as Receiver, was under a continuing trust obligation
and had a fiduciary duty to remit the Winter Service Funds to pay Orlen the
Processing and Related Fees; and

) Manitok and then Alvarez, as Receiver, was under a continuing trust obligation
and had a fiduciary duty to remit the Proceeds to Yangarra.

17. Yangarra and Manitok intended to create the Winter Service Trust, settle the trust and
impose trust obligations, either expressly or by implication, on the terms stated above. As
Manitok’s Receiver, Alvarez remained subject to the trust obligations of the Winter Service
Trust.

18. Yangarra never parted with beneficial title to the Winter Service Funds or the Proceeds.

The Winter Service Funds and the Proceeds were conveyed to Manitok and then to

" Alvarez subjéct to an equitable obligationi to use those flinds fo remit to Orlen for payment

of the Processing and Related Fees and for Yangarra’'s proportional share of gas
production. The funds were not remitted to Manitok and then Alvarez to use in whatever

way they saw fit.

19. The Winter Service Funds are being held by Alvarez on a trust obligation in favour of
Yangarra, with the term of the trust being thatvthe Winter Service Funds be conveyed to
Orlen for the Processing and Related Fees. The Proceeds are being held by Alvarez on a
trust obligation in favour of Yangarra with the term of the trust being that the Winter Amount
be conveyed to Yangarra for their proportional share of gas production for December 2017
and January 2018.

20. The Winter Service Funds and Proceeds were never the property of Manitok and the

creditors of Manitok have no entitlement to the funds in question.

21. Alvarez, as trustee, had a fiduciary duty to abide by the irust obligations to Yangarra to
remit the Winter Service Funds to Orlen for payment of the Processing and Related Fees.
If, as alleged, the Winter Service Funds were never remitted by Alvarez to Orlen for
payment of the Processing and Related Fees, Alvarez has breached its trust obligations

to Yangarra and its fiduciary duties.
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22. Alvarez, as trustee, had a fiduciary duty to abide by the trust obligations to remit the

Proceeds to Yangarra for payment of the proportional share of gas production for
December 2017 and January 2018. Alvarez has breached its trust obligations by not
remitting these amounts to Yangarra.

23. Yangarra pleads and relies on the provisions of the Tort-feasors Act, RSA 2000, ¢ T-5,

and all amendments thereto.

Remedy sought:

24, Yangarra claims the following against Alvarez:

(@)

To be indemnified in whole or in part, in respect of any judgement, damages or

interest in this action, given against Yangarra;

To have the Winter Service Funds returned to them by Alvarez;

| Tohav‘e the Proceeds remitted to Yangarra by Alvarez;

Costs of this action and these proceedings;
Judgement in these proceedings against the Third Party Defendant; and

Such further and other relief as this Honourable Court deems just.

NOTICE TO THE THIRD PARTY DEFENDANT(S)

You only have a short time to do something to respond to this thirdparty claim:

You can respond by filing a statement of defence or a demand for notice in the
Office of the Clerk of the Court of Queen’s Bench at Calgary, Alberta, AND
serving your statement of defence or a demand for notice on the defendant's
address for service.

20 days if you are served in Alberta
1 month if you are served outside Alberta but in Canada

2 months if you are served outside Canada.
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WARNING

[f yau do not file and serve a statement of defence or a demand for notice within
your time period, you risk losing the claim against you automatically. If you do not
file, or do not serve or are late in doing either of these things, a court may give
judgment to the defendant/plaintiff against you.

This third party claim must be tried with other claims in the action unless the Court
otherwise orders.

If you do not file a statement of defence disputing liability of the defendant to the
plaintiff, you admit the validity of any judgment that the plaintiff obtains against
the defendant, whether obtained by agreement or otherwise.

If you do not file a statement of defence disputing your own liability to the third
party piaintiffs under the third party claim, you admit liability to the extent claimed
in the third party claim.
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1801-17233

QUEEN’S BENCH OF ALBERTA

CALGARY

ORLEN UPSTREAM CANADA LTD.

ALVAREZ & MARSAL CANADA INC.

CONSENT ORDER
{ hereby certify this Wy of
McMillan LLP the original (
_.7th
#1700, 421 - 71" Avenue SW Dated this Z?day of Zé /

Calgary, AB T2P 4K9 ( f
Attention: Andrew E. Stead for Clerk oflthe Cou
Phone: (403) 531-4700

Fax: (403) 531-4720

File No: 269125

DATE ON WHICH ORDER WAS PRONOUNCED: October 24 , 2019

LOCATION OF HEARING:

Calgary, Alberta

NAME OF MASTER WHO MADE THIS ORDER:  [Yartyy  Travvirgton

UPON the application of the Plaintiff/Defendant by Counterclaim, Yangarra Resources

Limited (“Yangarra”) filed August 30, 2019 for leave to commence a Third Party Claim against

Alvarez & Marsal Canada Inc. (the “Yangarra Application”); AND UPON reviewing the affidavit
of Gurdeep Gill, filed August 30, 2019; AND UPON noting the Third Party Claim of Yangarra
filed August 23, 2019 (the “Third Party Claim”), to which Alvarez & Marsal Canada Inc. objects;
AND UPON noting the consent of counsel for Alvarez & Marsal Canada Inc.; IT IS HEREBY

ORDERED AS FOLLOWS:

1. Yangarra shall file and serve an Amended Third Party Claim and Amended Yangarra

Application substituting “Alvarez & Marsal Canada Inc. as Receiver and Manager of

{00662507v1}
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Manitok Energy Inc.” (the “Receiver”) for “"Alvarez & Marsal Canada Inc.” as Third Party
Defendant. The body of the Third Party Claim, including the Notice to Third Party
Defendant and paragraph 4 thereof, shall also be amended as necessary to reflect this
substitution. In addition, the following wording shall be added to paragraph 4 of the
Amended Third Party Claim:

This Amended Third Party Claim is being brought against Alvarez & Marsal
Canada Inc., acting in its sole capacity as the court appointed Receiver and

Manager of Manitok Energy Inc. and not in its personal or corporate capacity.

Yangarra may make additional amendments as part of its Amended Third Party Claim
without prejudice to the Receiver's right to contest them, provided that such amendments
are not inconsistent with the terms of this Order.

Yangarra shall seek leave to file and serve an application in Court File No. 25-2332583 in
the Court of Queen’s Bench of Alberta for payment of the Winter Service Funds and

Proceeds, as those terms are defined in its Third Party Claim (the *Receivership

Application”).

Yangarra shall file and serve its Amended Third Party Claim and Amended Yangarra
Application on or before October 30, 2019, failing which its Third Party Claim shall be
struck and the Yangarra Application shall be dismissed without further Order.

The Amended Third Party Claim and Amended Yangarra Application shall be stayed
pending the determination of the Receivership Application. Within 7 days after any final
decision is granted in the Receivership Application, or such other period as may be agreed
to between Yangarra and the Receiver, the Amended Third Party Claim and Amended
Yangarra Application shall be discontinued without costs.

Notwithstanding the stay referred to above, the Receiver may apply to strike out or dismiss

the Amended Third Party Claim if it deems the circumstances to warrant it.

Nothing in this Order shall operate so as to deem the Third Party Claim or Amended Third
Party Claim validly filed by Yangarra.
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8. This Order may be consented to electronically.

Consented to by: b

A7
SCOTT VENTYURO RUDAKOFF LLP

Pes’ EUGENE J. BODNAR
“  Counsel for Alvarez & Marsal Canada Inc.

{00662507v1}
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CLERK OF THE COURT
1801-17233 FILED
Court of Queen's Bench of Alberta BCT 29 2013
Calgary CALGARY, ALBERTA

YANGARRA RESOURCES LTD.
ORLEN UPSTREAM CANADA LTD.

MANITOK ENERGY INC. and ALVAREZ & MARSAL CANADA
INC. as Receiver and Manager of Manitok Energy Inc.

AMENDED THIRD PARTY CLAIM

w/lda\i of
AMENDED this — ’

AMicMillan LLP Pursuant to
#1700, 421 — 7% Avenue SW /mﬂa—-——————’“‘_
Calgary, AB T2P 4K9 Rule \“3 ‘

dated thea ay of_ﬂﬁi—r—m’

Attention: Andrew E. Stead
Phone: 403.531.4700

Fax: 403.531.4720

Matter No. 269125

NOTICE FROM YANGARRA RESOURCES LTD., DEFENDANT, TO THE THIRD PARTY
DEFENDANTS, MANITOK ENERGY INC. and ALVAREZ & MARSAL CANADA INC. as

Receiver and Manager of Manitok Energy Inc.:

This third party claim is made against you. You are a third party defendant.

Go to the end of this document to see what you can do and when you must do it.
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Note: State below only facts and not evidence (Rule 13.6).

Statement of facts relied on:

1. All capitalized terms in the Third Party Notice have the same meaning ascribed to such

terms in the Statement of Claim except as otherwise specifically defined herein.

2. An action has been commenced by the Plaintiff by Counterclaim, Orlen Upstream Canada
Ltd. (“Orlen”), against Yangarra Resources Ltd. (“Yangarra’) based on allegations of

breach of contract and as more particularly described in the Orlen Counterclaim, a copy
of which is attached.

3. Yangarra denies any and all liability to Orlen on the grounds outlined in their Statement of

Defence and Counterclaim, copies of which are attached.

4, In the event that Yangarra is held liable to Orlen, Yangarra claims contribution or indemnity
from the Third Party Defendants, Manitok Energy Inc. (“Manitok”) and Alvarez & Marsal
Canada Inc. as Receiver and Manager of Manitok Energy Inc. (“Alvarez”) in whole or in
part, in respect of any liability for the claims being advanced by Orien. This Amended Third
party Claim_is being brought against Alvarez & Marsal Canada Inc., acting in its sole

capacity as the court appointed Receiver and Manager of Manitok Energy Inc. and not in
ifs personal or corporate capacity.

The Third Party

5. Alvarez, insofar as is known to Yangarra, is a corporation incorporated pursuant to the
laws of Alberta that carries on business as a restructuring firm and as receiver in
bankruptcy. Onor around February 20, 2018, Alvarez was appointed by the Alberta Court
of Quéen’s Bench as Receiver (the “Receivership Order”) of the current and future
assets, undertakings and properties of 'every nature and kind wh‘ats(Jever, and wherever
situate, including all proceeds thereof, of Manitok”.

Purchase Agreement and Receivership Order

6. On December 22, 2017, Yangarra offered to purchase all of Manitok's interests in the fand
legally described as TWP 037-08W5 S/2 Sec 26 (the “Ferrier Property’). Manitok
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accepted the offer (“Purchase Agreement”) for the sum of $2,027,470.57 (the “Purchase
Funds").

7. Prior to the Purchase Agreement being finalized, Orlen was responsible for processing
gas substances derived from the Ferrier Property and providing Manitok with the related
proceeds. Orlen provided Manitok with the related proceeds for December 2017 and
January 2018 (“the Proceeds”). These amounts were forwarded to Manitok prior to the
Receivership Order. '

8. fn or around February 2018, but prior to the Receivership Order being issued, Manitok
assigned its agreements with Orlen to Yangarra with an effective date of assignment of
October 1, 2017. Yangarra was assigned its proportional share of production from the
Well (the “Well") as of October 1, 2017, including amounts for December 2017 and
January 2018 (the “Proceeds”).

9. If was an express or implied term of the Purchase Agreement and the Assignments that:
(a) The Purchase Funds specifically included amounts owing to Orlen (the “Winter

Service Funds”) for the processing and related fees for the period of October 2017
through January 2018 (the “Processing and Related Fees'),

(b) Manitok was required to remit the Winter Service Funds to Orlen;

(c) The Winter Service Funds would be used solely for the purposes of paying the
Processing and Related Fees to Orien;

(d) The Winter Service Funds would be paid to Orlen on demand;

(e) The Winter Service Funds were guaranteed by Manitok and its successors;
) Manitok was required to remit the Proceeds to Yangarra;

(9) The Proceeds would be provided to Yangarra upon receipt of the same;
(h) The Proceeds would be paid to Yangarra on demand; and

(i) The Proceeds were guaranteed by Manitok and its successors.

10. Manitok made a deemed assignment in bankruptcy on February 20, 2018 and the
Receivership Order was issued in favour of Alvarez on the same date. As part of the
Receivership Order, Alvarez was granted custodial responsibility for any and all assets of
Manitok, including the Winter Service Funds and Proceeds.
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Breach of Purchase Agreement and Duty to Act in Commercially Reasonable Manner

11.  Alvarez as Receiver, has adopted and/or, in the alternative, agreed to comply with the
terms of the Purchase Agreement and Assignment, including remittance of the Winter
Service Funds fo Orlen and the Proceeds to Yangarra.

12. Further, pursuant to section 247 of the Bankruptcy and Insolvency Act R.S.C., 1985, ¢ B-
3, Alvarez also has a duty to act honestly, in good faith, and in a commercially reasonable
manner with respect to any interested parties.

13.  Alvarez has breached the Purchase Agreement and the Assignment and has acted
contrary to its statutory duties by:

(a) Failing to remit the Winter Service Funds provided by Yangarra and owing to Orlen
for the Processing and Related Fees;

(b) Failing to remit the Proceeds from the Well provided to Manitok and owing to
Yangarra;

(c) Failing to act in a commercially reasonable manner in failing to pay the debt to
Orlen as obliged by law and/or to preserve the goodwill of Manitok;

(d) Failing to act in a commercially reasonable manner in failing to pay the amounts
owed to Yangarra for production as obliged by law and/or to preserve the goodwill
of Manitok; and

(e) Further particulars as will be proven in the frial of this action.

Breach of Trust Obligations

14, In the alternative, at the time of the Purchase Agreement and thereafter, Manitok held a
trust obligation to Yangarra to apply the Winter Service Funds provided in the Purchase
Agreement to Orlen for payment of the Processing and Related Fees. Alvarez continue to
hold this trust obligation on behalf of Yangarra to apply the Winter Service Funds for
payment to Orlen of the Processing and Related Fees.

15. Manitok also held a trust obligation to Yangarra to pay them the Proceeds as provided for
in the Assignments. Alvarez continues to hold this trust obligation on behalf of Yangarra
to pay them the Proceeds as provided for in the Assignments.
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16.  The Winter Service Funds and Proceeds were provided to Manitok in trust (the “Winter
Service Trust”) with the following express or implied trust obligations:

(a) The Winter Service Funds were to be used specially and exclusively for the
purpose of paying the Processing and Related Fees;

(b) The Winter Service Funds remained the property of Yangarra;

(c) The Proceeds were to be used to pay Yangarra its proportional share for gas
production for December 2017 and January 2018;

(d) The Proceeds remained the property of Yangarra;

(e) Manitok and then Alvarez, as Receiver, was under a continuing trust obligation
and had a fiduciary duty to remit the Winter Service Funds to pay Orlen the
Processing and Related Fees; and

(f) Manitok and then Alvarez, as Receiver, was under a continuing trust obligation
and had a fiduciary duty to remit the Proceeds to Yangarra.

17. Yangarra and Manitok intended to create the Winter Service Trust, settle the trust and
impose trust obligations, either expressly or by implication, on the terms stated above. As

Manitok’s Receiver, Alvarez remained subject to the trust obligations of the Winter Service
Trust.

18. Yangarra never parted with beneficial title to the Winter Service Funds or the Proceeds.
The Winter Service Funds and the Proceeds were conveyed to Manitok and then to
Alvarez subject to an equitable obligation to use those funds to remit to Orlen for payment
of the Processing and Related Fees and for Yangarra's proportional share of gas
production. The funds were not remitted io Manitok and then Alvarez to use in whatever
way they saw fit.

19. The Winter Service Funds are being held by Alvarez on a frust obligation in favour of
Yangarra, with the term of the trust being that the Winter Service Funds be conveyed to
Orlen for the Processing and Related Fees. The Proceeds are being held by Alvarez on a
trust obligation in favour of Yangarra with the term of the trust being that the Winter Amount
be conveyed to Yangarra for their proportional share of gas production for December 2017
and January 2018.

20.  The Winter Service Funds and Proceeds were never the property of Manitok and the
creditors of Manitok have no entitlement to the funds in question.

CTGAL ARAGEBEB12\2
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Alvarez, as trustee, had a fiduciary duty to abide by the trust obligations to Yangarra to
remit the Winter Service Funds to Orlen for payment of the Processing and Related Fees.
If, as alleged, the Winter Service Funds were never remitted by Alvarez to Orlen for
payment of the Processing and Related Fees, Alvarez has breached its trust obligations
to Yangarra and its fiduciary duties.

Alvarez, as trustee, had a fiduciary duty to abide by the trust obligations to remit the
Proceeds to Yangarra for payment of the proportional share of gas production for
December 2017 and January 2018. Alvarez has breached its trust obligations by not
remitting these amounts to Yangarra.

Yangarra pleads and relies on the provisions of the Tort-feasors Act, RSA 2000, ¢ T-5,
and all amendments thereto.

Remedy sought:

Yangarra claims the following against Alvarez;

(@)

(b)
(c)
(d)

(f)

To be indemnified in whole or in part, in respect of any judgement, damages or
interest in this action, given against Yangarra;

To have the Winter Service Funds returned to them by Alvarez,

To have the Proceeds remitted to Yangarra by Alvarez;

Costs of this action and these proceedings;

Judgement in these proceedings against the Third Party Défendant; and

Such further and other relief as this Honourable Court deems just.

NOTICE TO THE THIRD PARTY DEFENDANT(S)

You only have a short time to do something to respond to this third party claim:

20 days if you are served in Alberta

1 month if you are served outside Alberta but in Canada

CFGAIL SRAGSEB312\2
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2 months if you are served outside Canada.

You can respond by filing a statement of defence or a demand for notice in the
Office of the Clerk of the Court of Queen’s Bench at Calgary, Alberta, AND

serving your statement of defence or a demand for notice on the defendant's
address for service.

WARNING

If you do not file and serve a statement of defence or a demand for notice within
your time period, you risk losing the claim against you automatically. If you do not
file, or do not serve or are late in doing either of these things, a court may give
judgment to the defendant/plaintiff against you.

This third party claim must be tried with other claims in the action unless the Court
otherwise orders.

If you do not file a statement of defence disputing liability of the defendant to the
plaintiff, you admit the validity of any judgment that the plaintiff obtains against
the defendant, whether obtained by agreament or otherwise.

If you do not file a statement of defence disputing your own liability to the third

party plaintiffs under the third party claim, you admit liability to the extent claimed
in the third party claim.
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BETWEEN:
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ASSET PURCHASE AGREEMENT

THIS AGREEMENT made effective as of the 1st day of October, 2017,

BETWEEN:
MANITOK ENERGY INC., a body corporate, having an office in the
Clly of Calgary in the Province of Alberia (the "Vendor")
- and -
YANGARRA RESOURGES LTD., a body corporate, having an
office in the Clty of Calgary In the Province of Alberla
(the "Purchaser”)
CONTEXT:

A. Purchaser offered to purchase the Assels pursuant to a letter of intent dated December
22, 2017, which Vendor accepted on December 22, 2017 (the “LOIM).

B. Vendor filed a nofice of Intention to make a proposal (the “NOI") under Diviston | of the
Bankruptcy and Insofvency Act, RSC 1985, ¢ B-3 (the “BIA"), on January 10, 2018,

C Vendor and Purchaser wish to proceed with the sale and purchass of the Assets on the
lerms and subject to the conditlons set out in thls Agresment.

NOW THEREFORE THIS AGREEMENT WITNESSES that in consideration of the premises,

mutual covenants, agreements and warranties In this Agreement, the Partles covenant and agree
as follows: ’

ARTICLE 1
DEFINITIONS AND INTERPRETATION

1.1 Definitions

In this Agreement, including the recitals, this Section 1.1 and the Schedules attached hereto,
unless the context otherwise requires, or unless otherwise defined hereln, the following words
and phrases shall have the following meanings:

(8) "Abandonment and Reclamation Liabllitles" means all past, present and fulure
obllgations and liabilitles fo: :

044

1)) abandon the Wells and close, decommission, dismantle and remove all -

struclures, foundations, buildings, pipelines, seismic lines, equipment,
lanks and other facilllies and Tangibles that are or werse located in or on

the Lands or lands used or previously used In connection with the Lands;
and

(i)  restore, remediate and reclaim any surface and subsurface locations of the

Lands on which the Wells, struclures, foundations, bulldings, plpelines,
selsmic lines, equipment, tanks and olher facllities described In

CAL, LAW\ 2820595\1
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Section 1.1(a)(i) (including Wells, structures, foundations, bulldings,
plpelines, seismic lines, equipment, tanks and other facilifies which wera
abandoned or decommissioned prior to the date heraof) are or were
located and all lands used to gain access to any of them;

all In accordance with generally accepted Industry practices In the province where

the Assels are located and In compliance with all Applicable Laws and the Title
and Operating Documents.

“Afflliate” means any Person thal controls, Is controlled by or is under commen
control with a Parly, or which controls, Is controlled by or under common control
with a Person which controls such Party; for the purposes of this definltion, the
term “controls® and "controlled by" means the possession, direclly or Indirectly,
of the power fo direct or cause the direction of the management or pollsles of a
Person whether through the -ownership of voiing securities or by contract,
partnership agreement, trust aangement or other means, elther directly or
indirectly, thal resulls In control in fact, provided that direcl or Indirect ownership of
shares of a corporation carrying not less than fifty (50% ) percent of the voling rights
shall constitute control of such corporation. For certainty, a partnership which is a
Party and which Is comprised of corporations which are Affiliates shafl be deemed
to be an Affiliate of each such corporation and its other Affiliates.

"AER" means the Alberta Energy Regulator.

"AER License Transfer Application" means the applicatlon (o the AER lo transfer
the licenses Issued by the AER in respect of the Assets.

"Agresment" means this Asset Purchase Agreement including the recitals hereto
and the Schedules attached hereto,

“Applicable Laws" means, in relation to any Person, asset, transaclion, event or
circumstance: ‘ ‘

{ statutes (including regulations enacted thereunder);
()  Judgments, decrees and orders of courls of competent jurisdiction;

(i)  regulalions, orders, ordinances and directives issued by Government
Authorliles; and

(v) the terms and condiions of all permits, licenses, approvals and
_ authorizations;

which are applicable lo such Person, asset, transaction, event or circumstance.
"Agsets” means all of Vendor's right, title, estate and Interest In:

(0 the Petroleum and Natural Gas Rights;

(i) the Tangibles;

CAL_LAW 20208951 -
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(ii)  the Miscelianeous Interests;

(v all révenues. debls, accounts, demands and choses In actlon of Vendor
and all claims of whatsoever nature or kind of Vendor: and

(v)  anytanglble equipment or other tanglble personal properly in which Vendor
has an interest located or used by Vendor in the leased premises located
at Ferrier, Alberta, together with Vendor's Interest In any computers,
software or equipment used in connection therewith at such premises.

"Assumed Obligations” has the meaning set forth in Section 2.4.

‘Business Day" means any day other then a Saturday, Sunday or statutory
holiday In Calgary, Alberla. :

"Claim" means any claim, actions, causes of actlon, demand, lawsull, proceeding,
Judgment, awards, decrees, determinations, adjudications, writs, orders,
pronouncements, audits, arbitration, mediation, hearings, investigations,
governmental Investigation or aclions of every kind, nature or description, In each
case, whether asserled, threatened, pending, contingent or existing, and whether
based on contract, tort, statute or other legal or equitable theory of recovery,

“Closing" means the lransfer of possession, risk, beneflclal and legal ownership
of the Assels from Vendor to Purchaser, the exchange of Conveyance Documents
and payment of the Purchase Price by Purchaser to Vendor, and all other ltems
and conslderation required to be dellvered on the Closing Date pursuant hereto.

“Closing Date’ has lhe meaning provided In Section 3.1.

"Conveyance Documents" means all conveyances, assignments, {ransfers,
novations, notices of assignment, trust agresments and declarations, subleases,
directions {o pay and other documents and Instruments that are reasonably
required or desirable in accordance with genarally accepted oil and gas industry
practice in the province where the Assels are located, to convey, assign and

- transfer fille o the Assets held in the name of Vendor to Purchaser and to novale

Purchaser or its Affiliates in the place end stead of Vendor or lts Affillales with
respect to the Assets.

"Court" means the Court of Queen's Bench of Alberta.

"Court Approval® means the approval of the Transaction by the Courl in (he
Proposal Proceedings and the vesting of the Assets in the name of Purchaser frea
and clear of any Encumbrances other than the Permitted Encumbrances, and
providing for the sealing of the terms of this Agresment, substantially In the form
attached herefo as Schedule "E".

“dollar” and "$" mean a dollar of the lawful money of Canada.

"Effective Time" means 12:01 a.m. MST on October 1, 2017.

CAL_LAWA 20205964
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"Encumbrance” means all securily interests (whether conlraclual, statutory, or
otherwise), hypothecs, caveats, morigages, trusis or deemed frusts (whether
contractual, statutory, or otherwise), liens, royalties, pledges, opfions, privilege,
interests, assignments, actions, executions, levies, taxes, Judgments, writs of
execution, lease, reservation of ownership, rights of pre-emptlon, clalms (whether
financlal, monetary or otherwlse) or charges, whether or nol they have attached or
been perfected, registered or filed and whether secured, unsecured or olherwise,
including, withoul limiting the generalily of the foregoing, and encumbrances or
charges created by the NO!I Charges Order or any other order in the Receivership
Proceedings and all morlgages, charges, security Interests or clalms evidenced by
registrations pursuant to the Personal Property Securlly Act (Alberta), the Land

Thles Act (Alberla), the Mines-and Minerafs Act (Alberta) or any other reglstry
system; .

“Environmen{" means the components of the earth and includes amblent alr, land,
surface and sub-surface strala, groundwater, surface water, all layers of the
almosphere, all arganic and inorganic matter and living organisms, and the
inferacting natural systems thet include such components.

"Environmental Law" means all Applicable Laws respecting the protection of, or

the control, remediation or reclamation of contamination or pollution of, the
Environment or any part thereof,

"Environmental Liabilities" means all past, present and future obligations and
liabilities of whatsoever nature or kind arising from or relating fo, direclly or
indirectly:

)] Environmental Malters;

(it past, present and future non-compliance with, violation of or liabllity under
Environmental Laws relating to or arlslng in connection with the ownership
or conlrol of the Assets; or :

(i)  Abandonment and Reclamation Liab!lmes,

whenever oceurring or arlsing.

"Environmental Matters" means any activity, event or circumstance in respect of
or relating to: .

(i) the storage, use, holding, collection, accumulation, assessment,
genaration, manufacture, construction, processing, treaiment, stabllizetion,
disposition, handling, transportation or Release of Hazardous Substances:

(1) the protection of the Environment; or A

(i)  poliution, reclamation, remediation or restoration of the Environment;

In each case relating to or arising In connection with the ownership or control of
the Lands or the Assets or that has or have arisen or hereafter arlse from or in

CAL_LAWA 2020605\1
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respact of past, present or future Operatlons, activities or omisslons In or on the
Lands or in respect of the Assats.

"Facliities" means Vendor's entire Inlerest in the facllities related (o the Assets
including the facllittes described in Schedule "A", Part 3.

"General Conveyance" means the general conveyance In the form allached as
Schedule "B",

“Government Authorlty" means any faderal, national, provinclai, (errliorlal,
munlelpal or other government, any political subdivision thereof, and any ministry,
sub-ministry, agency or sub-agency, court, board, bureau, offlce, or depariment,
including any government-owned entlly, having Jurisdiction over a Party, the
Assels or the Transaction. : .

048

"GST" means all goods and services tax, provinclal sales tax and harmonlzed

sales tax required {0 be paid pursuant to the Excise Tax Act (Canada) and In
accordance with Section 2.8.

"Hazardous Substances” means hazardous or toxic substances, hazardous
wastes, radioactive subsiances, asbestos, dangerous goods and Petroleum

Substances, including any and all substances and wastes regulated under
Environmental Law.

*Land Schedule" means the lands listed in Scheduls "A", Part 1,

"Lands" means the entire inlerest of Vendor as of the Effective Time in and to the
lands set forth and described In the Land Schedule, and Includes: (i) unless the
contexl otherwise requires, the surlace of such lands; and (il) the Petroleum
Subslances within, upon or under such lands, togsther with the rights to mine for,
drill for, explore for, win, take, own or remove same, insofar as lhe same are
granted by the Leases to such lands.

"Leases” means the leases, reservatlons, permits, licenses or other documents of
title set forth and described in the Land Schedule by virtue of which the holder
thereof Is entitied to drill for, explore for, mine, win, lake, own or remove Petroleum
Substances underlying the Lands and includes, if applicable, all renewals and
extensions of such documenls and all documents issued In substitution therefor.

“Losses and Liabllities" means, in relallon to a matter, any and all:

(i) losses, costs, damages, expenses and charges (Including ail penallies,
assessments and fines) which Vendor suffers, sustains, pays or Incurs,
direclly or indirectly, In connection with such matter and includes
roeasonable costs of legal counsel (on a full indemnity basis) and other
professional advisors and reasonable costs of investigating and defending
Clalms arising from the matter, regardless of whather such Claims are
sustalined and Includes taxes payable an any settiemeni payment or
damage award In respect of such matter; and

CAL_LAWA 2020605V
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(i))  liabilites and obligations (whether under common law, In equity, under
Appllcable Law or olherwlse; whether tortious, contractual, vicarlous,
statutory or otherwise; whether absolute or contingent; and whether based
on faull, strict liability or otherwise) which Vendor suffers, sustains, pays or
incurs as a resuit of or In conneclion with such matler:

but excluding Indirec!, incidental, consequential, exemplary, speclal or punitive

losses or damages or loss of profits suffered, sustalned, pald or incurred by
Vendor,

() "Miscellaneous Interests” means all of the right, tille, Interest and estate of
Vendor In and lo all properly, assets and rights, whether contingent or absolute,
legal or beneficlal, present or future, vested or nol (other than the Patroleum and
Natural Gas Rights, the Tangibles and the Residual Property), to the extent relating
to the Petroleum and Natural Gas Rights, the Tangibles or the Lands, and to which

Vendor is enlitled al the Effectlve Time, including the following property, rights and
assels:

()] all contracts, agreements, books, records, files, maps and documents to
the extent thal they relate fo the Pefroleum and Natural Gas Rights, the
- Tangibles or the Lands, Including the Title and Operating Documents and

any rights of Vendor in relatlon thereto;

(i)  the Surface Interests and all dontracts. agreemants, books, records, files,
maps and documenis o {he exient thal they relate to the Surface Interests,

including the Title and Operating Documents and any rights of Vendor in
relatlen thereto;

()  geological, geachemical and mineralogical data, reports and findings and
archive samplas, and ell core or liquid samples and cuttings;

(v)  all engineering and technical information, to the extent relating to the
Pefroleum and Neiural Gas Rights, the Tangibles or the Lands which
Vendor hasin its custody or has access, excluding any such information
which is subject to confldentiality restrictions in favour of a Third Party,
unless such Third Party consents (o the Incluslon of such information:

{v) all Permits, orders and other aulhorizations, crossing privileges and other
subsisting rights 1o camy out Operations on the Lands and any lands upon
which the Tangibles or Wells are located, Including well and pipsline
Permits, licanses, approvals, orders and other authorizations relating to the

Petroleum and Natural Gas Rights, the Tangibles, the Wells or the Lands;
and

{vi) the Wells, including the entire wellbores and casings, and all contracts,
agreements, books, records, files, maps and documents to the exlent that
they relate to the Wells, including the Tille and Operating Documents and
any rights of Vendor in relation thereto.

(gg) “NOI" Is defined in Context paragraph B

CAL_LAW 2820585\
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(hh)  “Operations” means any and all work, aciivilies and operations of any kind
whatsoever conducted on or with respect to the Assets.

(i)  "Outside Date" means February 8, 2018,

1) "Party" means Vendor or Purchaser, and "Partles" means Vendor and Purchaser.

(kk) “Permits" means all licences, permits, approvals and authorizations granted or
Issued by any Government Authorities and relating to the consiruction, installation,
ownership, use or operation of the Assets,

(1}  "Permlited Encumbrances” means any of the following;

()

(i)

(il

(Iv)

(v)

(vi)

(vil)

(vill

(ix)

CAL LAW\ 2B20585\1

easements, rights of way, servitudes, permlils, licenses and other similar
rights in land, including rights of way and servitudes for highways and other
roads, rallways, sewers, drains, gas and oil pipelines, gas and water mains,
electric light, power, telephone, telegraph and cable television conduits,
poles, wires and cable attaching o or affecting any Assats;

the right reserved lo or vested In any Government Aulhority in respect of
any Assels by the terms of any Tille and Operating Document, lease,
license, franchise, grant or permit or by any Applicable Law, o terminate
any such Title and Operating Document, lease, license, franchise, grant or
permit o lo require annual or olher periodic payments as a condition of the
continuance thereof;

the right reserved to or vested in any Government Authority In respect of
any Assets to levy laxes on Petroleum Substances or the income or
revenue atlributable thereto and governmental requirements and
limitations of general application;

rights reserved to or vested in any Government Autharlly to control or
regulate any of the Assets in any manner;

llens granted in the ordinary course of business to a public utllity or

Government Authority in connection with operations on or In respect of the
Lands; '

the express or Implied reservations, limitations, provisos and conditions in

any original grants from the Crown of any of the Lands or interests therein
and slatutory exceptions to title;

all royalty burdens, liens, adverse claims, penaltles, conversions and other
Encumbrances Identified in the Land Schedule;

the terms and conditions of the Leases and the Title and Operating
Documents; and

any other circumstance, maiter or thing disclosed in any Scheduls herato.
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Additionally, the following ltems musi be identified in a Schedule to quallfy as a
Permitted Encumbrance: (A) any overrlding royally, net profits or other similar
encumbrance applicable to the Petroleum and Natural Gas Righis for which
Purchaser will assume the obligation for payment; (B) any exisling potential
alteration of Vendor's interests In the Assels becauss of a payout conversion or
farm-in, farm-oul or olher similar agresment; and (C) any security interest which

would not be a Permitted Encumbrance under the preceding paragraphs of this
definition,

"Person” means any individual, company, corporation, limited or uniimited liability
company, sole proprietorship, joinl venture, partnership (limited or general), trust,
trustee, executor, Govemment Authority or other entity.

“Petroleum and Natural Gas Rights" means all of the right, tille, estate and
interest, whether absoiute or contingeni, iegai or beneficiai, present or futurs,
vested or not, and whether or nol an “interest in land®, of Vendor In and fo the
Lands and the Leases, subject In all events to the Permitied Encumbrances, as
more particularly set out In Schedule "A", Part 3,

"Patroleum Substances” means any of crude oll, crude bitumen and producis
derived therefrom, synihetic crude oil, petroleum, natural gas, natural gas liquids,
and any and all other substances related to or produced In conjunction with any of
the foregoing, whether liquid, solid or gaseous, and whether hydrocarbons or hot,
including sulphur and hydrogen suiphlde.

"Place of Closing" means the offices of Gowling WLG (Canada) LLP at Suite
1800, 421 7™ Avenue S.W. in the City of Calgaty In the Province of Alberta, or as
otherwise agreed to in writing by the Parties.

"Prime Rate" means the rate of Interest (expressed as a rate per annum) used by
the maln branch of National Bank of Canada in Calgary, Alberta from time to time
as the reference rate used In determining the rales of Interest payable on Canadian
dollar commercial demand loans made by such bank in Canada and which |s
announced by such bank, from time to time, as its "prime rate".

"Priority Clalms” means any claims or portion thereof that rank senlor In priority
to the claims of the Lenders under the Credit Agresmenl, Including, without
limitation any clalm In favour of any Governmental Authority arlsing from the failure
to deduct, withhold or remit any taxes.

"Property" has the meaning given to that term In the Recelvership Order.
"Proposal Proceedings” Is defined In context paragraph B.

"Purchase Price" has the meaning provided in Section 2.5.

“Proposal Charges Order" means the order pronounced by the Court in the

Proposal Proceedings on January 12, 2018, as amended, modiflad or
supplemented from time to time,

CAL, LAV 2020595\1
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"Proposal Proceedings” means the proceedings before the Court inltlated by the
NOI and Idenifled as Court File No, A151243.

"Release" means any release, splll, emission, leaking, pumping, injection, deposit,
disposal, discharge, dlspersal, leaching or migratlon of a Hazardous Substanca
into or through the Environment or info or out of any lands, including the movement
of a Hazardous Subsiance through or In any part of the Environment.

"Representatives" means, with, respect 1o any Parly, the respective direclors,

officers, servants, agents, advisors, employees, consultants and represeniatives
of that Party, '

"Surface Interests” means all right, tills, interest and estate of Vendor lo enter
Upon, use, occupy and enjoy the surface of the Lands, and any lands with which
the same have been pooied or unitized, and any iands upon which the Wells or the
Tanglbles ere located and any lands used to galn access thereto or egress
therefrom, In each case, for purposes related fo the use or ownershlp of the
Petroleum and Netural Gas Rights, the Tangibles or Wells or Operations, whether
the same are held In fee simple, under a surface lease, by right of way, easement,
license of occupation or otherwise.

"Tangibles" means, ,including but nol imited to; {i) all of the right, titls, Interest and
estate of Vendor in the Fadllitles; and (i) all right, title, Interest and estate of Vendor
and whether absolute or confingent, legal or beneficlal, present or future, vested
or not, In and to the tangible depreclable property and asssts located within or
upon the Lands and which are used or are intended o be used to produce,
process, gather, treat, measure, or make marketable Petroleum Substances or in
connection with water condensate, injection or removal operalions or other in sifu
operations that pertain to the Petroleum and Natural Gas Rights, and including
those assets listed in Schedule "A", Part 4.

"Third Parties" means any Person other than the Partles, their Affiliates or their
respectiva Representatives.

"Title and Operating Documents" means all agreements, contracts, instruments
and other documaents that govern the ownership, operation or use of the Assets or
relate to Permitled Encumbrances, Including (i) the Leases and other agreements
and Instruments pursuant to which the Petroleum and Natural Gas Rights were
Issued, granted or created, () Permits, licenses, approvals, orders and
authorizations, (lli) operating agresments, pooling agreements, ‘unit agresments,
production ellocation agresments, frust declaratlons, participation agreements,
Joint venture agreements, farm-in agreements, farm-out agreements and royalty
agresments, {lv) agresments thal create or relate to Surface Interests, including
surface rights documentation and road use agreements, (v) agreements for the
construction, ownership and/or operation of the Tangibles and the Wells, (vi) trust
declarations and other documents and Instruments that evidence Vendor's

Interests in the Assets, and (vil) trust declarations pursuant o which Vendor holds-

Interests in the Lands In {rust for other Persons.

"Transaction" means the {ransaction for the purchase and sale of the Assets as
contemplated by this Agreement.
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“Vendor Consents" has the meaning provided in Section 4.6.

"Vendor Entltles" means Vendor and Its Representatives, and each of thelr
respeciive successors and assigns.

"Wells® reans all wells located on the Lands, including aﬂ producing, shut in,
abandoned, suspended, capped, waler source, service, abservation, delineation;

Injection and disposal wells, and Includes, but is nol limited {0, any well set out In
Schedule A, Parl 2,

1.2  Interpretation

The following rules of construction shall apply to this Agreement unless {he context otherwise

requires:

()

(b)

(c)

(d)

(h)

he headings in this Agreament are inserted for convenience of reference only and

shall not affect the meaning, Interpretation or construction of this Agresment;

all documents executed and delivered pursuant to the provisions of this Agresment
are subordinate to the provisions hereof and the provisions hereof shell govern
and prevail In the event of a confllct;

any reference to a statute shall include and shall be desmed o be a refarence to
such slaluls and to the regulations made pursuant therelo, and all amendments
made thereto and In force at the date hereof;

whenever the singular or masculine or neuter is used in this Agreement, the same
shall be construed as meaning plurel or feminine or referring to a body polltic or
corporate, and vice versa, as the context requires;

the words "hereto", "hereln”, “hereof", "hereby’, "hereunder” and simllar

expressions refer (0 this Agreement and not to any particular provision of this
Agresment, ’

reference o any Arlicle, Seclion or Schedule means an Article, Section or
Schedule of this Agresment unless otherwlise specified;

if any provision of a Schedule herelo conflicts with or Is at varlance with any
provision in the body of this Agreement, the provisions in the body of this
Agreement shell prevall to the extent of the conflict; and

"include” and derivatives thereof shall be read as if followed by the phrase "without
"limilation".
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1.3  Schedules

The following schedules are attached to and form parl of this Agreement:

Schedule A Parl 1 - Lands, Leases and Pelroleum and Natural Gas Rights
Part 2 - Wells

Part 3 ~ Facilities

Parl 4 — Tanglbles

Parl 6 — Miscellaneous Inleresis
Schedule B General Conveyance

Schedule C1 _ | Purchaser’s Officer’s Certificate
Scheduls C2 | Vendor's Officer's Certificate

Schedule D Form of Court Order

1.4  Interpretation If Closing Does Not Occur

If Closing does not oceur, sach provision of this Agreement which presumes that Purchaser has
acquired the Assels shall be construed as having been contingent upon Closing having occurred.

15 Knowledge or Awareness

References (o a Party's knowladge or awarenass and similer references contained in Sections 6.1
and 6.3 mean the actual knowledge or awareness, as the case may be, of the officers of such
Party who are primarily responsible for the matters in question, and does not include knowledge
and awareness of any ather Person or any construclive or imputed knowledge. A Party shall not
have any obligation to meke Inquiry of any Person or the files and records of any Person or of any
Government Authorlty in connection with any representations and warranties contalned herein
that are made to its knowledge, Information, belief or awarenass.

ARTICLE 2
PURCHASE AND SALE

2.1 Purchase and Sale

Subject {o the terms and conditions of this Agreement, Vendor hereby agrees to sell, assign,
transfer, convey and set over lhe Assets to Purchaser, and Purchaser agrees 1o purchase and
accept the Assets from Vendor, at and for the Purchase Price.

2.2  Transfer of Assels

Provided thal Closlng occurs, and subject to the terms and conditions of this Agresment,

. possession, rlsk, beneficlal and lsgal ownership of the Assets shall transfer from Vendor to

Purchaser on the Closing Date.
2.3  Excluded Liabllities

Purchaser shall nol assume any liabllities or obl!gaﬁbns of Vendor other than as may be
spacifically provided in this Agreament, ‘
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2.4  Assumed Obllgations

Provided that Closing occurs and subject {o the lerms and conditions of the Court Approval,
Purchaser shall assume all past, present and future obligations In respect of all rentals, royalties,
taxes (other than Income taxes) end other perlodic payments which accrue lo the Assets

(including without limitation, unpald surface lease rentals, mineral lease rentals, Crown royallies -

and freehold royalties) and any Environmental Liabllities periaining to the Assels (the “Assumed
Obligations”). For the avoldance of doubt, Purchaser shall be responsible to pay and discharge
in a timely fashlon all of the Assumed Obligations which are outstanding as of the Closing Date.

2.5 Purchass Price

(a)  The purchase price (the "Purchase Price”) to be pald by Purchaser for the Assets,
exclusive of GST, shall be Two Million Dollars ($2,082,500.00), plus or minus the
ad|ustments made pursuant lo Sections 2.6 and 2.7.

(b) Al Closing, Purchaser shall pay Vendor an amount equal to the Purchase Price,

plus an amount equal o the GST as provided in Section 2.8. Allocation of the
Purchase Price

The Purchase Price shall be allocated among the Assets as follows:
(c)  tothe Miscellaneous Inleresis 5 10.00
(8) tothe Tanglbles . $ 416,480.00
(e)  tolhe Petroleum and Natural Gas Rights ~ $ 1,666.000,00
2.6  Adjustments

()  Subjectto Section 2.6, notwithstending anything to the contrary in this Agreement,
Purchaser acknowledges and agrees thal il shall have no right or other entitlement
to any abatement or reduction in the Purchase Price as a rasull of, arising from or
in connection with any deflclency-or allegation of deficlency in respecl of the
Asgsels, Including, without limifation, any Abandonment and Reclamation
Obligations, Environmental Liabllity or deficiency or title deficiency.

(b)  Subject lo Seclion 2.6(a), all costs and expenses relating to the Assets shall be
apporlioned as of the Effeclive Date betwsen Vendor and Purchaser on an accrual
basls In accordance with generally accepted accounting princlples, with Vendor
bearlng and paylng the costs and expenses accrulng on the Closing Date, and
Purchaser bearing cosis and expenses accruing thereafter, provided that;

(1) advances made by Vendor in respsct of the costs of operations on the
Lands or facllities Interests included in the. Assets which have nol been
applled to the payment of costs prior to the Closing Date and stand to the
credil of Vendor will be transferred to Purchaser and an adjusiment will be

made In favour of Vendor equal to the amount of the advance transferred;

()  deposits made by or Vendor shall be returned to Vendor:
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(i) costs and expenses of work done, services provided and goods supplied
shall be deemed to accrue for the purposes of this Seclion when the work
Is done or the goods or services are provided, regardless of when such
cosls and expenses become payable;

(iv) o adjustments shall be mads in respect of Vendor's income taxes;

(v} all rentals and similar payments In respect of surface rights Included in the
Assets and all faxes (other than income taxes) levied wilh respact fo the
Assaets shall be apportioned belween Vendor and Purchaser on a psr diem
basls as of the Closing Date; and

(Vi)  any and all eccruing and unpald rentals and royalties pertalning to the
Assels which constitule an Interest In the lands included in the Assets
Uncluding unpald surfacs lease rentals, Crown royallies and municipai
taxes for surface sltes) shall be credlted to Purchaser, .

Vendor shall only be liable to make an adjustment in favour of, or make any
payment to, Purchaser pursuant fo this Agreement In respecl of a lisbllity that
relates 1o the perlod prior fo the Closing Date If and to the exient that the proprietary
interest to which such liabllity relates continues (o be binding upon the Assets, or
the payment thereof must be made in order to ensure such proprietary interest is
not terminated, notwithstanding that the Court Order has become effective, In
which event such liabillty shall be paid by Vendor from the Purchase Price.

27  Adjustments to Account

(a)

(b}

(c)

* As soon after the Closing Date as reasonably practicable, and In any event within

sixty (60)) days following the Closing Date, the Partles shall cooperate in
preparing a final accounting of the adjustments pursuant to Section 2.6 (ths "Final
Statement of Adjustments"), and no further or other adjustments whatsoever will
be made thereafter, If the Partles are unable to agree upon the Final Statement
of Adjustments, then a nationally or inlernationally recognized accounting firm shall
be engaged by the Parties to resolve the dispute and the accounting firm shall be
requested to render Its decision within fourleen (14) days after the dispute is
referred to il. Each of Vendor and Purchaser shall be responsible for and shall pay
50% of the fees and expenses of such accounting firm. All adjustments after
Closing shall be sellied by payment by the Party required to make payment to the
other Party hereunder within fifteen (15) Business Days after the Final Stalement
of Adjustments has been finally determined.

All adjustments provided for in this Article shall be adjustments fo the Purchase

“Price. An adjustment payable by a Parly after Closing pursuant to this Section

2.10 which Is not pald within fifteen (15) Business Days of a written request for
payment from the other Parly, shall bear inlerest at the Prime Rale plus three
percent (3.0%) per annum payable by the paying Party to the other Party from the
and of such fifteen (15) Business Day period until the adjustment Is paid.

Subject to Secllén 2.7(a), Purchaser and Vendor will each bear thelr own fees and
expenses, including the fees and expenses of their respective accountanis and
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auditors, In preparing or reviewing, as the case may be, the Final Stalement of
Adjustments.

2.8 Taxas and Fees

Purchaser shall be llable for the payment and remittance of any GST payable In respect of the
purchase of the Assets pursuant hereto, Including any interest, penalties, or any other cosis
payable In respec! of such additional GST, and shall indemnify and save harmless Vendor in
respect thereof, The GST Reglstratlon Number of Vendor is 838609345RT0001. The GST
Reglsirallon Number of Purchaser is 124388240RT0001.

2.9 Tax Election

Purchaser and Vendor each acknowledge and agree that the purchase and sale of the Assets s

lo be carried out in accordance with sectlon 66.7 of the Incame Tax Act {Canada) (the "Tax Act")

and that the Partles will jointly elect pursuant lo paragraphs 66.7(7) and 86.7(8) of the Tax-Act in
the prescribed form and within the time referved to in the Tax Act.

ARTICLE 3
CLOSING

3.1 Closing

The Closlng of the Transaction shall take place at the Place of Closing or such other place as the
Parties may agree on the later of!

(@)  a Business Day deslgnated by 'no(ice in wriling by Vendor that occurs within five
(5) Business Days following the day the Courl Approval is obtained; or

(b)  such other Business Day as the Partles may agree in writing; (the “(;loslng Date").

ARTICLE 4
INTERIM PROVISIONS

41  Assets to be Maintained
Untll the Closing Date, Vendor shall, subject to the Title and Opsraling Documents:

(a)  subject lo the terms of the Recelvership Order, cause the Assets to be mainialned

in & proper and prudent manner In accordance with generally accepted Industry
practices; '

(b)  pay or cause lo be paid all costs and expensas relating to the Assets which
become due prior to the Closing Date; and

{c)  subject to the obligations of Vendor In the Proposal Procesdings, perform and
" comply In all materlal respects with the covenants and condltions contalned in the

Title and Operating Documents to be performed or complied with by Vendor prior
to Closing,
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Restrictions on Conduct of Businaess

Vendor shall not, between the date of this Agreement and the Closing Date, withou! the written
consent of Purchaser, which consent will not be unreasonably withheld, condilioned or delayed:

4.3

(a)

{d}
(e}

make any commitment or propose, Initiate or authorize any capltal expenditure out
of the ordinary course of business with respect io the Assets, of which Vendor's
share is in excess of $20,000.00, excep! in the case of an emergancy or as may
be reasonably necessary lo prolect or ensure life and safety or to preserve the

~ Assels or llile to the Assels (Including Lease rental payments) or In respact of

amounts which Vendor may be committed to expend or be deemed to authorize
for expenditure without its consent;

malerially amend or terminate any agresment or instrument relaling to the Assets
or enter into any new agresmisn! or commitiment relating to the Assets, excepi as
may be reasonably necessary fo protect or ensure life and safety or {o preserve
the Assets or fitie (o the Assets;

surrender of abandon any of the Assets, unless an expenditure of money Is
required {o avoid lhe surrender or abandonment and Purchaser does not provide
same in a limely fashion, in which event the Assels In question shall be
surrendered or abandoned without abatement or reduction in the Purchase Price;

sell, encumber or otherwise dispose of any of the Assels or any Interest thereln: or

exercise any righl or option of Vendor relative fo or arising as a result of the
ownershlp of the Assets. :

Following Closing

(a)

(b)

Following Closing, Vendor shall hold tifls to the Assets in trust for Purchaser, as
bare legal truslee, untll all necessary notiflcations, registrations and other steps
required to transfer such fille to Purchaser have been compleled and, In
furtherance thereof:

(i) Vendor shall forward all statements, notices and other information received
by it pursuant to such Title and Operating Document that periains fo the
Assets to Purchaser promptly foflowing its recelpt thereof; and

(i) Vendor shall forward to other pariles to the Title and Operating Documents
such notices and eleclions pursuant 1o such Tille and Operating
Documents pertalning lo the Assets as Purchaser may reasonably request;

provided thal Vendor shall not be required to iniliale or conduct Operalions In
relation to the Assels,

Purchaser shall indemnify and save and hold harmless Vendor Entities from and
agalnst all Lossss and Llabilities arising as a consequence of the provisions of this
Section 4.3, excepl to the -extent caused by the gross negligence or wilful
misconducl of Vendor Entities. Acts or omissions taken by Vendor Entilies on the
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Instructions of, or with the express written approval of Purchaser shall not
constitule gross negligence or wilful misconduct,

44  Technical and Operating Information

Vendor shall, upon request and subject to contractual restriciions relating to disclosure, make
avallable all technical daté relaling to the Assets {including, as may be avallable, drilling reports,
land files, surface disposition files, environmental files, well files and production records, bul
excluding data and information which are subject {0 confidentiality restrictions prohiblting thelr
disclosure) as are in the possession or control of Vendor or Vendor for such Inspection as
Purchaser reasonably raguires In connection herewith. Upon reasonable written notice to Vendor,
Purchaser shall be entitled to conduct a fleld inspeciion of the Lands.

4.5 Access to Records

Vendor may, at ts sole expense, for a perlod of two (2) years after Closing, request from
Purchaser coples or photoéoples of any Titlé and Operating Documents, correspondence,
documents, records, policies, manuals, reports, or other proprielary, confidential business or
technical information which were dellvered to Purchaser at Closing by Vendor and which Vendor

reasonably requires. Purchaser shall use reasonable commercial efforts to provide Vendor with
the raguested documentation,

46  Third Party Consents
Vendor shall, forthwith upon exacutlon of this Agreament, use commercially reasonable efforls to:

() identify and request In wriling all necessary consents, permissions and approvals
by Third Parties and Government Authorities In conneclion with the Transaction
customarlly oblained by a vendor prior to Closing (ihe “Vendor Consents"),
including providing prior written notice to all Third Parties and Government
Authorities In sufficlent time to allow any Vendor Consents having an expiry period
to expire (If nol refused) prior to the Closing Dats;

(b}  issue any notices lo Third Parlies to exerclse or walve any rights of first refusal
relating to the Assets by December 4, 2017, and

()  onorbefore February 7, 2018, submit the AER License Transfer Application,

ARTICLE 5 ,
CONDITIONS PRECEDENT TO CLOSING

81  Vendor's Closing Conditions

The obligation of Vendor {o complete the sale of the Assets pursuant to this Agreement Is subject
to the salisfaction at or prior to the Closing Date of the following conditions precedent:

(a) Representations and Warrantlies True: All representations and warranties of
' Purchaser contained in this Agreement shall be {rue in all material respacts on the
Closing Date, and Vendor shall have racelved a certificate from an officer of
Purchaser substantially In the form attached hereto as Schedule "C" daled as of

the Closing Date; )
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(b)  Purchaser’s Obligations: Purchaser shall have, In all material respects, timely

performed and salisfied all obligations recjulred by this Agresment to be performed
and satisfied by Purchaser on or prior {0 the Closing Date;

{c}  Conveyance Documents: Purchaser shall have executed and delivered to

Vendor all Conveyance Documents required under Section 7.4{a) end the General
Conveyance,

(d)  No Injunction: There will not be any judiclal restralning order or Injunction,
preliminary or olherwise, in effect prohibiting the Closing or the Transaction; and

(e}  Court Approval: The Court Approval shall have been obtainad.

The foregoing conditions shall be for the benefil of Vendor and may, wilhout prejudice to any of
the rights of Vendor hereunder, exciuding reliance on or enforcement of any representations,
warrantles or covenants dealing with the subject of or similar to the condition walved, be waived
by Itin writing, in whole or In part, at any time, provided that Vendor is not entitled o waive the
Court Approval conditlon contained in Section 5.1(e). Vendor shall procesd diligently and in good
faith and use all commercially reasonable efforts lo fulflll and assist in the fulfillment of the
foregolng conditions. In case any of the said conditions shall nol be complied with, or waived by

Vendor, at ar before the Closing Date, Vendor may terminate this Agreement by wrilten notice to
Purchaser. Purchaser's Closing Conditions

5.2 Purchaser’s Closing Conditions

The'obllgation of Purchaser to complete the purchase of the Asssls pursuant fo this Agreement
Is subjecl to the satisfaction, al or prior to the Closing Dale, of the following conditions precedent:

fH Representations and Warrantles True: All representations and warranlles of

Vendor contained in this Agreement shall be true in all material respects on the
Closing Date;

(8) Vendor's Obligations: Vendor shall have, In all material respects, timely
performed and satlsfied all obllgations required by this Agreement to be performed
and safisfied by Vendor (and shall have caused Vendor to perform and satisfy In
e timely manner all of its obligations hereunder) on or prior (o the Closing Date;

(hy Conveyance Documents: Vendor shall have executed and delivered to

Purchaser all Conveyance Documents requlred under Seclion 7.4(a) and the
General Conveyance;

0] No Injunction: There will not be eny Judiclal restraining order or Injunction,
preliminary or otherwise, in effact prohibiting the Closing or the Transaction; and

M Court Approval: The Court Approval shall have been obtalned.

The foregolng condltions shall be {or the benefit of Purchaser and may, withoul prejudice to any
of the rights of Purchaser hersunder (excluding rellance on or enforcement of any
representations, warrantles or covenanls dealing with the subjeci of or similar to the condition
waived), be walved by It by nollca to Vendor In wriling, in whole or In part, al any time, provided
that Purchaser is nat entitled to walve the Court Approval conditlon contalned In Section 5.1(}).
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Purchaser shall proceed diligently and in good falth and use all commercially reasonable efforts
to fulfill and assist in the fulfiliment of the foregoing conditions. In case any of the said condltlons
shall not be complied with, or waived by Purchaser at or before the Closing Date, Purchassi may

terminate this Agreement by written notice to Vendor. Parties o Exerclse Diligence and Good
Falth with respect to Condltions

Each Parly covenants to the other that It will procaed dillgently, honestly, and in good faith, and
use commerclally reasonable efforts with respect to all matters within lis reasonable control to
satisfy Its respective conditions in Sections 5.1 and 0,

ARTICLE 6
REPRESENTATIONS AND WARRANTIES

6.1 - Vendor's Representations and Warranties
Vendor hereby represents and warrants to Purchaser that:
(@  the Propesal Proceedings have not been terminated:

(b)  subject to obtaining the Court Approval, Vendor has good right, full power and
absolute authorily o enter into this Agreement and ihe other documents and
agreements executed and delivered hereunder and fo sell, assign, transfer, convay
and set over the Interest of Vendor In and {o the Assets;

(6)  Vendor has not transferred, disclaimed or renounced the Assets;

(d)  Vendor has not Incurred any obligation or liability, contingent or otherwise, for
broker's or finder's fees in respact of tha Transaction for which Purchaser shall
have any obligations or liabillty;

(8)  Vendor has nol, as at the date hereof, received nolice of any Claims in existence,

conteimplated, pending or threatened agalnst them seeking to prevent the
consummation of the Transaction;

() provided the Court Approval is obtained:

08 this Agreement has been and all documents and agreements o be
executed and deliverad by Vendor at Closing pursuant to this Agreement
shall be, duly executed and delivered by it; and

(ii) upon execution by Purchaser and Vendor, this Agreement constilutes, and
all documents and agresments required to be executed and delivered by
Vendor at Closing will constitute, legal, valid and binding obligations of
Vendor enforceable against Vendor in accordance with their respective
terms, subject to the Court Approval and bankruptcy, insolvency,
preference, reorganization, moratorium and other similar laws affecting

creditor's rights generally and the discreftionary nature of equitable
remedies and defences;

()  provided the Court Approval is obtained, and excluding the AER with raspect to
approval of the transfer of applicable well licences and Permits, Vendor is not
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aware that any authorization or approval or other action by, and no notice to or
filing with, any Governmment Authority exercising jurisdictlon over the Assets is

required by them or on thelr behalf for the due execution and delivery of this
Agreement; and

Vendor is not a non-resident of Canada for the purposas of the Tax Acl.

8.2  No Additional Representations and Warranties by Vendor

(a)

Notwithstanding anything lo the contrary in this Agreement, Vendor makes no
representations or warrantles except as expressly set forth in Section 6.1 and in
particular, and without limiting the generality of the foragolng, Vendor disclaims
and shall not be liable for any representation or warranty express or implied, of any
kind, at law or in squily, which may have been made or alleged to be made in any
Instrument or document relative hereto, or In any statlement or information made
or communicated fo Purchaser In any manner including any opinion, information,
or advice which may have been provided 1o Purchaser by Vendor, the Recslver or
their Representatives In connection with the Assels or In relation o the
Transaction. For greater certalnty, Vendor makes no reprasentation or warranty,
exprass or Implied, of any kind, at law or In equily, with resped! to:

(i) the acouracy or completeness of any data or Information supplied by

Vendor or Vendor or any of lis Representatives In connection with the
Assets;

(i the quallly, quantity or recoverability of any Petroleum Substances with or
under the Lands;

062

()  the value of the Assels or any estimates of prices or future cash flows )

arising from the saele of any Pelroleum Substances produced from or
~ allocated to the Assets or the Lands or any estimates of other revenues or
expenses attributable (o the Assets; :

(iv)  ihe avallability or continued availabllity of facilities, services or markets for
the processing, transportation or sals of any Pelroleum Substances;

(v)  the abllity of Purchaser té obtaln any nécessary approval from any
Governmental Authority In order for Purchaser to operate the Assels;

(v)  the qualily, condition, fitness, sullabliity, serviceability or merchantability of
any of the Tangtbles; or

(vii)  the tille of Vendor to the Assels.

Purchaser acknowledges and confirms thal it Is relying on its own Investigations
conceming the Assets and it has nol relled on advice from Vendor or any of its
Representatives with respect to the matters spacifically enumsraled In the
Immediately preceding paragraphs in conneclion with the purchase of the Assets
pursuant hereto. Purchaser further acknowledges and agrees that It s acquiring
the Assels on an "asis, wherels" and "without recourse" basle. Purchaser
acknowledges and agrees that it is famillar with the condilion of . the Assets,
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including lhe past and present use of the Lands and the Tangibles, that Vendor '

has provided Purchaser with a reasonable opporiunily lo inspect the Assets at the
sole cost, risk and expense of Purchaser {Insofar as Vendor could reasonably
provide such access) and thal Purchaser is not relylng upon any representation or
warranty of Vendor as to the conditlon, environmental or olherwiss, of the Assets,
excepl as expressly conlained in Section 8.1 of this Agreement.

Except for ils express rights under this Agreement and as expressly contained in
Sectlon 6.1 of this Agreement, Purchaser hereby waives all rights and remedies
(whether now existing or herelnafter arising and Including all equitable, common
law, tor, contractual and statutory rights and remedies) against Vendor and
Vendor Entitles in respact of the Assels or the Transaclion or any representatlons
or statements made, direct or Indirect, express or implied, or information or data
furnished lo Purchaser or its Representatives, In connection herewith (whether
made or furnished orally or by elsctronlc, faxed, writlen or other means).

6.3 Purchaser's Representations and Warranties

Purchaser hereby represenis and warranis to Vendor that:

(a)

{b)

(©)

(d)

(e)

itis and at the Closing Date shall continue to be a valld and subsisting corporation

under the laws of lts jurisdiclion of regisiration and Is authorized 1o carry out
business in the jurisdiction where the Assets are located:

except for the Court Approval, Il has laken all action and has full power and
absolule authorily to enter into this Agresment and the other documents and
agreements execuled and dellivered héreunder and it has taken all necessary
action to consummate the Transaction and to perform its obligations hereunder
and the other documents and agresments executed and dellvered hersunder:’

it has not Incurred any obligation or liabliity, contingent or otherwise, for broker's

or finder’s fees In respect of the Transaction for which Vendor or Vendor shall have
any obligations or fiabllity; ‘ ‘

provided the Court Approval is oblained, this Agreement has been, and all
documents and agreements to be executed and delivered by it at Closing pursuant
{o this Agreement shall be, duly executed and delivered by it, and upon execution
by Vendor and I, this Agreement constitutes, and all documenis and agreements
required to be executed and delivered by It at Closing will constitute legal, valid
and binding obligations of It enforceable against it in accordance with their
respective terms, subject lo bankruptey, insolvency, preference, reorganization,
moratorium and other similar laws affecting creditor's rights generally and the
discretionary nature of equitable remedles and defences;

to Its knowledge, and provided that Court Approval Is obtained, no authorization or
approval or other action by, and no notice to or filing with, any Govemment
Authorily exercising jurisdiction over the Assets, excluding the AER with respect
to approval of the transfer of applicable well licences and Pemmits, Is required by it
or on Its behalf for the due execution and delivery of this Agreement;

CAL_LAW, 292058511



Lot

St st

{ 3
A

(@

(h)

o~
—~—

)

(k)

()

-21-

Purchaser ls in compllance with its obligations under the Off and Gas Conservation
Act (Alberla), the Ppefine Act (Alberta) and all regulations, directives, rules,
direclions and orders thereunder and equivalent legislalion In other jurisdictions
where the Assets are located, and upon the consummation of the Transaction will
have a liability management rating with the AER In excess of 2.0;

provided the Courl Approval is obtained, the consummalion of the Transaction will
not constitute or resull In a materlal violation, breach or default by it under any
provision of any agreament or Instrument to which it is a parly or by which [s It
bound or any judgment, law, decrae, order or ruling applicable to it

It has not received notice of any claims in'exlslence, contemplaled, pending or
threatened agalnst It seeking fo prevent the consummation of the Transaction;

It Is acquiring the Assets In Ils capacily as & principal and is not purchasing the
Assats for the purpose of resale or disiributlon fo a Third Parly within the next sixty
(60) Buslness Days;

It has sufficient funds available to il lo enable It to pay in full the Purchase Price to

Vendar as herein provided and otherwiss to fully perform lts obligations under this
Agreement; '

lo Purchaser's knowledge, having made due enquiry, no Insider of Purchaser Is
also an Insider of Vendor or Vendor; and

Purchaser is not a non-resident of Canada for the purposes of the Invastment
Canada Act (Canada).

6.4  Enforcement of Representations and Warranties

(a)

Nolwilhslanding anything (o the contrary herein expressed or Implied and
notwithstanding the Closing or deliveries of covenants and/or representations and
warranties In any other agresments at Closing or prior or subssquent thereto, the
representations and warranlies set forth in Article 6 and all certificates, documents
and agreements delivered pursuant to this Agreement shall survive Closing,
provided that no Claim in respect of such representations and warranties shall be
made or be enforceable unless written notice of such Claim, if provided by Vendor
to Purchaser, Is glven within twelve (12) monihs of the Closing Date, and If
provided by Purchaser to Vendor, Is glven within twelve (12) months of the Closing
Date or befors the Recelver is discharged by order of the Court, whichever occurs

064

earlier. In respect of Purchaser, effective on the expiry of such twelve (12) month -

perlod, Vendor hereby releases and forever discharges Purchaser from any
breach of any representations and warrantles set forth in Aricle 6 and all
ceriificates, documents and agreements delivered pursuant lo this Agreement,
except in respect of those Clalms In which notice has been glven in accordance
with this Seclion 6.4. In respect of Vendor, effective on the expiry of such twelve
(12) month period, or shorter pariod should the Receiver be discharged by order
of the Court, Purchaser hareby releases and forever discharges Vendor from any
breach of any representations and warrantles set forlh In Article 6 and all
certificates, documents and agreemenis delivered pursuant to this Agreement,
excepl in respect of those Claims in which notice has been given in accordance
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with this Section 8.4. Ne Clalm shall be made against a Party In respeci of the

. representations and warranties In this Agreament mads by the other Party excepl

pursuant to and In accordance with this Section 6.4

there shall not be any merger of any covenant, representation or warranty in any
assignment, conveyancs, (ransfer or document delivered pursuant hereto

notwithstanding any rule of law, equlty or sfatute lo the contrary and all such rules
are hereby waived; and

the representations and warrantles of Vendor and Purchaser made hereln or
pursuant hereto are made for the exclusive benefit of Purchaser or Vendor, as the
case may be, and are not transferable and may not be made the subject of any
right of subrogatlon In favour of any other Person.

ARTICLE 7
CLOSING DELIVERIES

'Vendor Closing Deliveries

Al Closing, Vendor shall table the following:

7.2

(a)
{b)

(c)
{d)

a certified copy of the Court Approval;

a raceipt from Vandor confirming payment of the balance of the Purchase Price:
duly executed by Vendor;

the General Conveyancs, fully executed by Vendor;

the Conveyance Documents, to the extent dellvered by Purchaser on or by the
Closing Date in accordance with Section 7.4(a), fully executed by Vendor:

Purchaser's Closing Dellveries

At Closing, Purchaser shall table the following:

7.3

(a)

o)

(c)

a duly executed certificate of a senlor afficer of Purchaser substantially in the form
atiached hereto as Scheduls "C" dated as of the Closing Dale;

the General Convayance, fully executed by Purchaser;

the Conveyance Documents, lo the extent prepared on or by the Closing Date in
accordance with Section 7.4(a), fully executed by Purchaser;

Dallverias

Vendor shall deliver or cause lo ba delivered to Purchaser within a reasonable period of time, but
in any event, no later than 30 days following Closing, the original coples of the Title and Operating
Documents and any ather agreements and documents in ils possession related to the Assels and
the origlnal coples of caniracts, agresments, records, books, documents, licenses, reports and
data included in the Miscellaneous Interests which are now In the possession of Vendor.
Notwithstanding the foregoing, if and to the extent such conltracls, agreements, records, books,
documents, licenses, reports and dala also pertain to a greater degree (o Interests other than the
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Assets, al Vendor's expense, photocopies or other coples may ba provided to Purchaser In lieu
of original copies,

7.4

7.5

Conveyances

()

(b)

()

Purchaser shall provide at the Closing Date those Conveyance Documents
required fo acquire Vendor's Interest In any Assets purchased hereln, but no such
decuments shall require Vendor to assume or incur any obligation, or to provide
any representation or warranty, beyond thal contalhed in this Agreement. Vendor
shall not be required to have such documents signed by Third Partles at or before
the Closing Dale but shall cooperate with Purchaser as reasonably required fo
secure execution of such documents by such Third Parties as soon as practicable
thereafler, Vendor shall execute and promptly return to Purchaser at least one
copy of each such document and Purchaser shall use all reasonable efforis to
obtain limely execution and relum of such documenis by Third Parlles wherever
required. The Parlles agree that certaln assignments may be in the form of
electronic transfers Including Alberla Energy Regulator well licenss iransfers and
agree lhal reasonable efforts shall be made to ensure such assignments will be
completed on the Closing Date.

Any Conveyance Document assigning a Title and Operating Document shall
provide that notwithstanding the Court Approval and such Conveyance Document,
Purchaser shall have assumed such Title and Operating Document upon it giving
nolice In writing to the Third Party that Is parly to such Tille and Operating
Agreement of such assumption. '

Purchaser shall promptly register in the applicable reglstry all registrable transfers
and conveyances of its interests in the Assets and Vendor shall make application
to all applicable Governmenl Authoritles to change the recorded name of all Wells
and Tangibles forming part of {he Assets. All costs, fees and deposits of every
nature and kind Incurred in distributing and registering any Conveyance Document
and In providing any assurances or security required to convey, ransfer and assign
the Assels {o Purchaser, and to have Purchaser recognized as the holder theraof
shall be bome by Purchaser.

AER License Transfer Application

(a)

(b)

(©)

On or before Fabruary 7, 2018, the Parlies shall cooperate in goed falth to submit
the AER License Transfer Application in respact of the licenses for the Assets,

.. notwithstanding thal Closing has not occurred. Parties shall use best efforts to

advance the AER License Transfer Application. '

In the aveni that the AER requires security deposits or other financlal assurances
as a condition {o the transfer of any licenses pursuant fo the AER License Transfer
Application, such security deposlis or financial assurances shall be the sole
responsibility of Purchaser.

~ In the even that any licenses are transferred from Vendor to Purchaser pursuant

to the AER License Transfer Application, but Courl Approval Is not obtalned or
Clesing does nol occur by the Oulslde Date, Purchaser and Vendor shall cause
the license iransfers to be reversed. :

CAL LAWR 20206951
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ARTICLE 8
LIABILITIES AND INDEMNITIES

8.1  General Indemnity

If Closing oceurs Purchaser shall, without any further necessary action on the part of Vendor or
Purchaser: ‘

(a)  assume, perform, pay, discharge and be liable {o Vendor for; and

(b)  as aseparate covenant, save and hold harmlass and indemnify Vendor and each
of Vendor Entitles from and agalnst;

all Losses and Liabilllies suffered, sustained, paid or incurred by any of them to the extent: (1
arising or accrulng on or afier the Effective Time and which relate io the Assels or the terms and
conditions of the Title and Operating Documents, including but not limited to all Losses and
Liabilitles attributable to the operation, ownership, use, conslruction or maintenance of the Assets
arising or accrulng on or after the Effective Time; or (il pertalning to the Assumed Obligations.

Purchaser's Indemnity obligation set forlh in this Section 8.1 shall survive the Closing Date
indefinitely,

8.2  Environmental Indemnity
(a)  Purchaser acknowledges that it:

(i) Is familiar with the conditlon of the Assets, Including the past and present
use of the Assets, and Il has been provided with the right and the
opporiunity to conduct dus diiigence investigations with respect to existing
or potential Environmental Liabilities pertaining to the Assels; and

(ii) Is not relying upon any representation or warranty of Vendor as to the
condition, environmental or otherwise, of the Assets excepl as outlined In
Section 8.1.

(b)  Purchaser agress thal once Closing has occurred Vendor shall havs no liability
whatsoever for any Environmental Liabilitles. In this regard, once Closing has
occurred, Purchaser shall, without any further necessary action on the part of
Vendor or Purchaser:

(i) be solely liable and responsible for all of Vendor's Losses and Liabilitles;
and

()  as a separale covenant, Indemnify, save and hold Vendor, Vendor and
each of Vendor Entitles harmless from and agalnst all Losses and Liabilities
that may be brought agalnst or which they or any one of them may suffer,
sustaln, pay or incur;

as a result of any act, omisslon, matter or thing related to any Environmental
Liabilitles arising, however and whenever arising or occurring, and Purchaser shall
assume, perform, pay and discharge all Enviranmental Liabililies, This liability and
indemnity shall apply without limit and without regard to cause or causes, Including
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the negligence, whether sole, concurrenl, gross, active, passive, primary or
secondary, or the wilful or wanton misconduct of Vendor or Purchaser or any other
Person or otherwise. Purchaser acknowledges and agrees that it shall not be
entitled to any rights or remedies as againsl Viendor, Vendor or any Vendor Enfilies
under the common law or statule pertalining to any Environmental Liabilities,
Including the right to name Vendor, Vendor or any Vendor Enlitles as a ‘third party'
fo any aclion commenced by any Person agains! Purchaser. Purchaser's

indemnity obligation set forth in this Sectlion 8.2(b) shall survive the Closing Date
indefinitely.

8.3 WNo Merger

There shall nol be any merger of any liabllily or Indemnity hereunder In any assignment,
conveyance, transfer or document delivered pursuant hereto notwithstanding any rule of law,
equity or stafule to the conirary and all such rules are hersby walved.

ARTICLE 9
TERMINATION

. 8.1 Grounds for Termination

This Agreement may be terminated at any lime prior to Closing;
(a) by mutual wrltlen agreement of Vendor and Purchaser; or

{b) by elther Vendor or Purchaser pursuant lo lhe provislons of Sections 5.1 or, as
applicable. :

9.2 Effect of Termination

If this Agreement is termlinated by Vendor or Purchaser as pemitted under Section 9.1, then
Avticle 10, shall remain In full force and effect following any such permitted termination.

ARTICLE 10
CONFIDENTIALITY, PUBLIC ANNOUNCEMENTS AND SIGNS

101  Confidentiality
(8}  Each Party agrees to keep in strict confidence:

(i) subjecl to Sactions 10.1(b), all information regarding the terms of this
Agresment; and

(i)  anyinformation exchaenged or received in connectlon with:

(A)  the performance of due diligence by Purchaser prior to or after the-

date hereof (Including due diligence conducted under or In
connection with this Agreement); or

(B)  negotlation or drafting of this Agreement;
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provided that, excepl as otherwise agreed by the Parties, a Parly shall be entilled
to disclose all Information as may be required or desirable In connection with
obtalnlng the Court Approval. The Parlles agree that this Agreement shall be filed
with the Courl on a confidential basis such thet, Purchase Price, Purchase Price
allocation and such other sensllive terms as the Parlies may agree shall be sealed,
kep! confidential and not form part of the public record, and thal the Recslver shall
seek a sealing order to that effect in respect of this Agreement. f this Agrasment
is terminated, each Parly upon request will prompily return fo the other Party all
documents, coniracts, records or other Information recelved by it that disclose or
embody confldential Informalion of the other Party.

In addition fo the foregolng, Purchaser shall continue to be bound by any
confidentlality agreement or non-disclosure agresment it has with Vendor in
accordance with the terms thereof.

(b}  Notwithstanding Sections 10.1(a):

{1 a Party may release or provide Information about the Transactlon insofar
as Is required by Applicable Laws (including as may be required to obtaln
Court Approval) or stock exchange requirements applicable to the
disclosing Party; provided that such disclosing Parly shall make reasonable
commerclal efforts lo provide the other Party with the detalls of the nalure
and substance of such requlred disclosure as soon as practicable and in
any evenl prior to such disclosure;

(i)  Purchaser may provide Information about the Transaction to the lender
under the Debt Financing or lo the Investors under the Equity Financing;
and ‘

() e Party may disclose such information peraining to this Agreement,
including the identity of the Partles, insofar as Is required to enable such
Parly to fulfil its obligations under this Agreement, Including obtaining any
approvals or consents lo the Transaction required from Governmental
Authorilles (including Court Approval) or Third Parties,

10.2 Public Announcements

If a Parly intends to Issue a prass release ar other public disclosure of this Agreemen, the terms
hereof or he Transaction posi-Closing, the disclosing Parly shall provide the other Party with an

069

advance copy of any such press release or other public disclosure with sufficlent time to enable

the other Party to review such press release or other public disclosure and provide its written
consent lo such press release or other public disclosure, nol to be unreasonably withheld,

10.3 Signs

Within one hundred and eighly (180) days followlng the Closing Date, Purchaser shall remove
the names of Vendor, Vendor and predecessors from all signs located at or near the Wells or any
Tanglibles. If Purchaser fails to comply with the foregoing, Vendor shall have the right, al lts
discretlon, to remove its name as aforesaid and Purchaser shall be responsible for and shall
reimburse such Vendor for all reasonable costs Incurred by such Vendor in so doing.

CAL_LAV 2920595\1
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ARTICLE 11
MISCELLANEOUS

111 Governing Law

This Agreement shall, in all respects, be subject lo and be interpreted, construed and enforced in
accordance with the laws In effect In the Provincs of Alberia and o lhe laws of Canada applicable

therein,

11.2 Resolution of Disputes

(a)

(b)

Each Party hereby irrevocably and unconditlonally submits, for ltself and its
property, lo the exclusive jurigdiclion of the Court, and walves any defencas It
might have regarding jurisdiction In any action or proceeding arising out of or
relating to this Agreement or any ancillary agreement to which It Is a Party, or for
recognition or enforcement of any judgment in respect thereof, and each Parly
herelo hereby Imevocably and unconditionally agrees that all Claims In respect of
any such action or proceeding may be heard and determined by the Court,

Each Party hereby imevocably and unconditionally walves, to the fulles! extent it
may legally and effectively do so, any objection that it may rnow or hereafter have
to the laying of venue of any action or proceeding arising out of or relating to this
Agreement or any anclilary agreement to which it Is a Party in any court of
competent jurlsdiction in the Province of Alberta, Each of the Partles hereto hereby
irravocably walves, o the fullest extent permitted by Applicable Law, the defence
of an Inconvenient forum to the mainlenance of such action or proceeding in any
such court,

11.3 Service of Notlces

The addresses for service of the Parlies shell be as follows:

CAL_LAWA 2620505\1
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‘Vendor: Manitok Energy Inc.
: Suite 700, 444 7th Avenue SW
Calgary, Alberla, T2P 0X8

Aftenlion: Rodger Perry
Email:_rperry@manitok.com

with a copy to: | GowlingWLG (Canada) LLP

Sulte 1600, 421 7 Ave SW

Calgary, Alberla T2P 4K0

Altention. Frank Sur

Emall. Frank Sur@gowlingswig.com

Purchaser: | Yangarra Resources Lid.
1630, 715 5" Avenue SW
Calgary Alberia T2P 2X6

Altention: Randall J. Faminow
e ~ | Email randall@yangamra.ca

Any of the Parties may from time lo time change its address for sarvice hereln by giving written
notice to the other. Any notice may be served by personal service upon the above person
specified by a Party, or if no person is specified, upon any officer of a Party, by mailing the sams
by prepaid post In a properly addressed envelope addressed (o the Party at its respective address
for service hereunder, or by email to such Party at the emall address specifled hereunder. Any
notice personally served upon an office or the person specified by a Party, as the case may bs,
shall be deemed to be given on the date of such service, any notice served by mail shall be
deemed fo be glven to and recelved by the addressee on the fourth Business Day, after the
maillng thereof and any notice given by emall shall be deemed lo be given and received on the
day when it is sent, If 1t Is sent during normal business hours (8:00 a.m. to 4:00 p.m.) and,
otherwiss, on the next following normal Business Day. No notices shall be served by mail during
limes of interruption or threat of interruption of mall service due 1o strikes, lockout or other causes.

11.4 Personal Information

Purchaser covenants and agrees o use and disclose any personal Information contained in any
of the books, records or flles transferred to Purchaser or otherwise obtained by Purchaser in
connection with the Transaction only for those purposes for which il was inltially collected from or
in respect of the individual to which such Information relates or as otherwlse permiited or

authorized by Applicable Law. Purchaser's obligations set forth in this Section 11.4 shall survive
the Closing Dale indefinliely.

11.5 Asslgnment
{a)  Neither Party may assign their interest in or under this Agreement or to the Assets
prior to Closing without the prior wrliten consent of the other Party, which consent
may be withheld In such other Party's sole and unfettered discretion.
(b}  No asslgnment, transfer, or other disposition of this Agreement or the Assets or
any portion of the Assets shall relleve Purchaser from iis obligations to Vendor
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herein. Vendor shall have the option to claim performance or payment of the
obligations from Purchaser or lhe asslgnes or transferee, and to bring proceedings
in the event of defaull against elther or all of them, provided that nothing herein

shall entile Vendor to receive duplicale performance or payment of the same
obligation.

11.8 Remedies Cumulative

No fallure on the part of any Parly to exercise any right or remedy wilh operate as a waiver thereof.
A Party will nol be precluded from exercising any right available lo i at law, equity ar by statute

because of Its exerclse of any single or partial right, and a Party may exercise any such remedies
independently or in combination. ‘

11.7 Cosls

Except as otherwise specified In this Agreement, each Party shall pay lts respective costs incurred

in connaction with the preparation, negotiation and execution of this Agreement and the
consummation of the Transaction. ‘

;11 .8 No Walver

No walver by any Party of any breach of any of the terms, conditions, representations or
warranties in this Agreement shall take effact or be binding upon that Party unless the walver is
expressed In writing under the authorlty of that Party and any waiver so given shall extend only

to the particular breach so walved and shall not limit or affect any rights with respect to any other
or future breach.

11.8 Entire Agreement

This Agreement constilutes the entire agreement between the Parties with respect to the subject
matter hereof, and the Parties agree and confim that this Agreement cancels and supersedes
any prior understandings and agreements between the Partles hereto with respect to the subject
matter hereof, bul expressly excluding the Confldentlality and Non-disclosure Agraement dated
November 22, 2017, which shall continue to apply In accordance with its terms. No modification

of or amendment to this Agreement shall be valild or binding unless set forth In writing and duly
executed by the Partles.

11.10 Further Assurances

From lime to time, as and when reasonably requested by the other Parly, a Parly shall executa
and deliver or cause {0 be executed and delivered all such documents and Instruments and shall
take or cause to be taken all such further or other actions lo implement or give effect to the
Transaction, provided such documents, Instruments or actions are conslistent with the provisions
of this Agreemenl. All such further documenits, Instruments or actions shall be delivered or taken
at no additional consideration other than relmbursement of any expenses reasonably Incurred by
the Party providing such further documents or Insiruments or performing such furiher acts, by the
Party at whose request such documents or instruments were delivered or acts performed.

11.11 Time of the Essence

Time shall be of the essence in this Agreement.
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1112 Enurement

This Agresment shall be binding upon and shall enure fo the benefit of the Parlies and thelr
respective helrs, execulors, successors and permitied assigns.

11.13 Severability

In the case any of the provisions of this Agreement should be Invalid, illegal or unenforceable In
any respect, the validity, legallty or enforceabilily of the remaining provisions contained herein

_shall not In eny way be affected or Impaired thereby.

11.14 Counterpart Execution

This Agreement may be exacuted In counterpart and all execuled counlerparts together shall
conslitule one agreemsnt. This Agreament shall not be binding upon any Party unhlsss and umith
executed by all Partles.

11.15 Electronic Execution

Delivery of an exacuted signature page to this Agreement by any Party by elecironic transmission
will be as effective as delivery of & manually executed copy of the Agresment by any Party.

IN WITNESS WHEREOF the Pariles have executed {his Agreement as of the date firs{ above
wrilten , ‘ '

MANITOK ENERGY ING. YANGARRA RESOURCES LTD.
AN N ) —
Per: (__A—2 N , Per; -»624’“‘ z

e 5+ . 5 ST TR L, e+
Javra-— +. Name: Randall J. Faminow
Tille: E hsiness Developkient Title: VP, Land

This Is the execution page to the Asset Purchase Agreement daled effective October 1, 2018

" between Manitok Energy Inc. and Yangarra Resources Lid.
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SCHEDULE “A"

Attached to and made a part of that Asset Purchase Agreement dated effective
October 1, 2017 between Manitok Energy Inc. and Yangarra Resources Lid,

CAL_LAVW\ 2020506\1
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Part 1 - Lands, Leases and Petroleum and Natural Gas Rights
Aftached to and made a part of that Asset Purchase Agreement dated effective
October 1, 2017 betweaen Manitok Energy Inc. and Yangarra Resources Lid.

~ See aftached Mineral Property Report (24 pages) -
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Part 2 Wells

Attached to and made a part of that Asset Purchase Agreement dated effective
October 1, 2017 between Manitok Energy Inc, and Yangarra Resources Ltd.

CAL_LAW 202050811

Wali License Well Name Operatar
100/01-36-037-0BW5/00 0476768 | YANGARRA HZ FERRIER 1-36-37-8 | Yangarma Rsrcs Cormp
100/06-36-037-08W5/00 0424507 | MNK FERRIER 6-36-37-8 Manltok Enrg Inc

_100/08-03-038-07WE/00 0427208 | TOURNEX HZ FERRIER 8-3-30-7 Craft Oll Ing
100/07-04:038-07W5/00 0421897 | TOURNEX HZ FERRIER 7-4-38-7 Crafl Oll Ing
100/01-23-038-07W5/00 0421628 | MNK FERRIER 1-23-38-7 Manitok Enrg Inc_ 3

[ 100/03-23-038-07WE/00 0401386 | MNK FERRIER 3-23-38-7 Manitok Enrg Ing
102/03-23-038-07W5/00 0417809 | MINK FERRIER 3-23-38-7 Manitok Enryy Inc
100/13-23-038-07W5/00 0411747 | MNK FERRIER 13-23-38-7 Manitok Enrg Inc

_100/13-23-038-07TW5102 0411747 | MNK FERRIER 13-23-38-7 Manttok Enrg Inc
102/03-02-D38-08WH/D0 0443035 | YANGARRA HZ FERRIER 3-2-38-B | Yangama Rsrcs Corp |
100/04-02-038-08YV5/00 0454467 | YANGARRA HZ FERRIER 4-2-38-8 Yangarre Rsrcs Coip
100/15-02-038-08W5/00 0427768 | CNRL FERRIER 15-2-38-8 Yangarra Rercs Corp
100/18-02-038-0BWE/00 0456330 | YANGARRA HZ FERRIER 16-2-38-8 | Yangarm Rercs Corp
100/09-14-041-07W5{00 0430516_| MNK WILLGR 8-14-41-7 Manitok Enrg Inc

100
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AMENDING AGREEMENT AND ACKNOWLEDGEMENT

THIS AGREEMENT is dated as of February 13, 2018

BETWEEN:

RECITALS:

MANITOK ENRGY INC,, a corporation incorporated under
the laws of the Province of Alberta, (the "Vendor")

-and -~

YANGARRA RESOURCES LTD., a corporation incorporated
under the laws of the Province of Alberta, (the "Purchaser')

101

WHEREAS the Vendor and the Purchaser are parties to an Asset Purchase Agreement dated effective
as of October 1, 2017 (the "APA");

AND WHEREAS the Vendor and the Purchaser have agreed to amend theVAPA with respect to the
Outside Date (as defined in the APA);

AND WHEREAS the Vendor and the Purchaser wish to acknowledge and agree that all conditions

contained in the APA to consummate the transactlon contemplated therein has been satisfied or waived other
than the Court Approval being obtained;

NOW THEREFORE in consxderatlon of the mutual covenants and agreements contained herein, the parties
hereto agree as follows:

1. (a)

(b)

©

(d)

©

®

Context B on page 1 of the APA is deleted in its entirety and is replaced with:

B. Vendor filed a notice of intention to make a proposal (the "NOI" or the
"Proposal Proceeding") under Division I of the Bankruptcy and Insolvency Act,

RSC 1985, ¢ B-3 (the "BIA"), on January 10, 2018;"
Section 1.1(ii) is deleted in its entirety and is replaced with:
(ii) "Outside Date" means February 21, 2018,
Section 1.1 (ss) is deieted in its entirety and is replaced with;
(ss)  [Intentionally Deleted].
Section 1.1 (it) is deleted in its entirety and is replaced with:
(1)) [Intentionally Deleted].
The following definition is hereby added after Section 1.1(o):
{o-1) "Debt Financing" means a new Manitok éredit facility;
The following definition is hereby added after Section 1.‘1 (v):

(v-1) "Equity Financing" means the issuance of subscription receipts of Manitok;

CAL_LAW\ 2935303\3
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(g Section 3.1(a) is deleted in its entirety and is replaced with:
(a) February 15, 2018 or a Business Day designated in writing by Vendor that
occurs no later than five (5) Business Days following the day the Court
Approval is obtained; and '
(h) Section 4.1(a) is deleted in its entirety and is replaced with:

(a) cause the Assets to be maintained in a proper and prudent manner in accordance
with generally accepted industry practices;

@) Section 6.1(a) is deleted in its entirety and is replaced with:
(a) [Intentionally Deleted];

2. The Parties hereby express acknowledge and agree that all of the conditions contained in the APA have
been satisfied or waived other than the requirement to obtain Court Approval.

3. Unless otherwise defined in this Amending Agreement, all capitalized words used in this Amending
Agreement have the meanings ascribed thereto in the APA. Al section references used in this
Agreement shall be to sections in the APA unless otherwise indicated.

4, This Amending Agreement may be executed and delivered by the Parties in one or more counterparts,
each of which will be an original, and each of which may be delivered by facsimile, e mail or other

functionally equivalent electronic means of transmission, and those counterparts will together constitute
one and the same instrument.

5. Except as ameﬁded by this Amending Agreement, all of the provisions of the APA are hereby ratified
and confirmed by the respective parties thereto and hereto.

IN WITNESS WHEREOF the parties hereto have executed this Agreement the day and year first above written.

MANITOK ENERGY INC,

YANGARRA RESOURCES LTD.

Per:

e: Randall Faminow
Title: Vice President, Land

CAL_LAWA 2935303\3
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GENERAL CONVEYANCE

Attached to and made part of that Asset Purchase Agreement dated effective October 1, 2017.

GENERAL CONVEYANCE

This General Conveyance made this 16th day of February, 2018.
BETWEEN:

MANITOK ENERGY INC., a body corporate, having an office in the
City of Calgary in the Provmce of Alberta (the "Vendor")
-and -

YANGARRA RESOURCES LTD., a body corporate, having an office in the City

of Calgary in the Province of nlberta {the "Purchaser")

mede elfative Sekobes

WHEREAS Vendor and Purchaser entered into that Asset Purchase Agreement dated-Jantary
2672018 (t

the "Agreement");
i fﬂorr F ‘
AND WHERE endor has agreed to sell and convey Vendor's entire right, title, estate and
interest in the Assets to Purchaser and Purchaser has agreed to purchase and accept all of

Vendor's rights, title, estate and interest in and to the Assets in accordance with the terms and
conditions contained in the Agreement;

NOW THEREFORE in conslderation of the premises hereto and the covenants and agreements
hereinafter set forth and contained, the Parties hereto covenant and agree as follows:

1.

Definitions

All capitalized terms not defined herein shall have the same meaning as set out in the
Agreement.

Closing

Vendor and Purchaser each hereby certify that it has performed and satisfied all
agreements and obligations that it was required to perform or satisfy pursuant to the
Agreement on or prior to the date hereof, that the representations and warranties made
by it as contained in the Agreement are true in all material respects at and as of the
Effective Time and the Closing Date, that all closing conditions in its favour have either
been satisfied or are hereby waived, and Closing is hereby completed.

"As is, Where is” Baslis

The Assets are being purchased by Purchaser on an "as is, where is" and "without
recourse” basis and without representation or warranty of any nature, kind or description
by Vendor or its directors, officers, employees, agents or counsel other than provided for
in the Agreement. Without limiting the generality of the foregoing, Vendor makes no
representation or warranty with respect to (2) the value of the Assets, (b) the quality or
condition of the Assets or (c) Vendor's compliance with any Applicable Laws pertaining to
the Assets. The covenants, representations and warranties contained in the Agreement
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are incorporated herein as fully and effectively as if they were set out herein and there
shall not be any merger of any covenant, representation or warranty contained in the

Agreement by virtue of the execution and delivery hereof, any rule of law, equity or statute
to the contrary notwithstanding. -

Conveyance

Vendor, for the consideration provided for in the Agreement, the receipt and sufficiency of
which is acknowledged by Vendor, hereby sells, assigns, transfers and conveys the entire
right, title, benefit and interest of Vendor (whether absolute or contingent, legal or
beneficial) in and to the Assets to Purchaser, its successors and assigns, and Purchaser
purchases and accepts such interests from Vendor, TO HAVE AND TO HOLD the same
absolutely, subject to the terms of the Agreement, the Permitted Encumbrances and
compliance with the terms of the Leases and all other Title and Operating Documents.

This General Conveyance and the transfer of title to and possession of Vendor's interest

in and to the Assets will, subject to the terms of the Agreement, be effective as of the
Closing Date.

Subordinate Document

This General Conveyance is executed and delivered by the Parties pursuant to the '
Agreement for the purposes of the provisions of the Agreement, and the terms hereof shall
be read on conjunction with the terms of the Agreement. If there is a conflict between the
provisions of the Agreement and this General Conveyance, the provisions of the
Agreement shall prevail to the extent of the conflict.

Enurement

This General Conveyance enures to the benefit of and is binding upon the Parties and
their respective administrators, trustees, receivers, successors and permitted assigns.

Further Assurances

Each Party shall, after the date of this General Conveyancs, at the request of the other
Party and without further consideration, do all further acts and execute and deliver all
further documents which are reasonably required to perform and carry out the terms of
this General Conveyance.

Governing Law

This General Conveyance will be governed by and construed in accordance with the laws
of the Province of Alberta.
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IN WITNESS WHEREOF the Parties have duly executed this General Conveyance.
MANITOK ENERGY INC. YANGARRA RESOURCES LTD.

S |
(/ ame: Randall J. Faminow
Title: VP, Land
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CLOSING AGENDA

ASSET PURCHASE AGREEMENT EFFECTIVE OCTOBER 1, 2017 BETWEEN
MANITOK ENERGY INC. YANGARRA RESOURGCES LTD.

Closing Date]Time: Friday, February 16, 2018 between 1:00 p.m. (Calgary Time)

Location: Offices of Vendor
700, 444 - 7t Avenue S.W.
Calgary, Alberta T2P 0X8

Vendor: Manitok Energy Inc. ("Vendor")
Represented by: Gregory A. Vavra

Vendor's Counsel: ~ Gowling WLG (Canada) LLP
: Lorne Rollhelser

Frank Sur
Purchaser: Yangarra Resources Ltd. ("Purchaser”)
Represented by: Randall J. Faminow

DEFINITIONS

Capltalized terms and expressions used but not defined In this Closing Agenda have the meanings

assigned to them in the Asset Purchase Agreement dated effective as of October 1, 2017 between the
Vendor and Purchaser (the "Sale Agreement").

“Parties” means Purchaser and or Vendor as the case may be.

CONDITIONS OF CLOSING

1. All transactions and all items under the heading “Pre-Closing Matters” shall have been completed
or delivered, as the case may be, before commencement of the closing.

2. All items under the heading “Closing Matters” (other than items to be delivered by (i) a Party to

itself, (i) counsel for a Party to such Party, or (iii) a Party to its counsel) shall be on the table before
commencement of this closing.

3. All transactions at the closing shall be deemed to be completed simuitaneously, at the time when
the Parties agree that closing has occurred. At such time, all ltems under the heading “Closing '
Matters” shall be deemed to have been dellverad.

4. ltems tabled are held by the respactive Parties and/or counsel tabling them until closing has
occurred.

5. Each tabling Party or counsel shall be entitled to one original copy and each Party or counsel to
whom delivery Is to be made (if not-also a tabling Party or counsel) shall be entitled to any remaining

original coples. If there Is only one original copy to be tabled, the Party or counsel to whom delivery
‘Is to be made shall be entltled to it.

6. This Closing Agenda is subject to the Sale Agreement. Any conflicts betwesn this Closing Agenda
and the Sale Agreement shall be resolved by reference to the Sale Agreement.

7. If the Partles do not in fact meat to close the transaction that is the subject of this Closing Agenda
(for example, If closing occurs by an exchange of closing items by mail or courler, or by counsel for
a Party collecting and then distributing closing items), this Closing Agenda shall be subject to the
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A. PRE-CLOSING MATTERS

107

N Descr!ptio

oy

| Prepa

ViR A

Letter of lnténi dated
December 22,2017

Vendor/ Purchaser

Asset Purchase Agreement
effective October 1, 2017

Vendor

Interim statement of
adjustments

Vendor/ Purchaser

L1

B. CLOSING MATTERS

tem; Description .

Y N. = o N R T
At PreparediBY. -

|:Copi

s [ Venidot|’ Purchaser | Third Pactids’

General Conveyance duly
exacuted In the form
attached as Schedule "B"
to the Asset Purchase
with Sectlons 7. 1(c) and
7.2(b)

Anraemenf In accordancs -

Vendor

Consents of Third Partles
contemplated by Section
4.6, if any

N/A

No Interest Letter, if any

N/A

Draft payment in the
amount of $2,027,470.57
delivered pursuant to
Escrow Agreement dated
February 9, 2018

Purchaser

Receipt for payment of
Purchase Price in
accordance with Section
7.1(b)

Vandor

Certifled copy of the
Court Approval in
accordance with Section
7.1(a)

Vendor

Purchaser’s Officer's
Certificate in the form
attached to the Asset
Purchase Agreement as
Schedule "C1"

Vendor

Vandor's Officer's
Certificate substantially in
the form attached to the
Asset Purchase
Agreement as Schedule
IICZII

Vendor

) CONVEYANCE DOCUMENTS

..,,‘L'By -

‘Coples: | Vi

il Purchaser:

"Parﬂes- ’

CONVEYANCE DOCUMENTS DULY EXECUTED, IN AGCORDANCE WITH SECTION 7.5(A)

I I NOA & Related NOA Lefter l
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NOA & Related NOA Letter to Development Letter Agreement

4 | C00955 | dated May 11, 2010 Vendor | 5 212
NOA & Related NOA Letter to a Joint Operating Agreement

5 | C00956 | dated October 1,, 2010 Vendor | 4 212
NOA & Related NOA Letter to Farmout and Option Agreement

6 | C00957 | dated September 8, 2010 Vendor | 6 213
NOA & Related NOA Letter to Joint Operating Agreement

7 | C00960 | dated February 22, 2011 ' Vendor | 4 2
NOA & Refated NOA Letter to Particlpation Agreement dated

8 | C00961 | December 13, 2010 : Vendor | 4 2
NOA & Related NOA Letter to Overriding Royalty Agreement

9 | C00964 | dated October 21, 2010 Vendor | 4 2
NOA & Related NOA Letter to Joint Operating Agreement

10 } C00968 | dated November 3, 2005 Vendor { 6 213
NOA & Related NOA Letter to Farmout, Well Re-Entry and

11 | C00967 | Option Agreement dated March 18, 2004 Vendor | 8 213
NOA & Related NOA Letter to Participation Agreement dated

12 | €00968 | March 14, 2005 Vendor | 7 214
NOCA & Related NOA Letter to Amending and Working interest

13 | C00978 | Clarlfication Agreement dated January 1, 2012 Vendor | 6 2
NOA & Related NOA Letter to Royalty Agreement dated May

i4 | CO11567B | 19, 2017 Vendor | 4 2

i) GENERAL CONTRACTS

‘Description

‘Prepared By, i~ .. | Caples:

ALL AVAILABLE TITLE AND OPERATING DOCUMENTS IN ACCORDANCE WITH SECTION 7.5(A)

C00952

Change of Operator Letter to
Farmout and Option
Agreement dated May 13,

2010 Vendor 6 1

€00953

Change of Operator Letter to
Participation and  Joint
Operating Agreement dated

July 22, 2010 Vendor 5 1

C00956

Change of Operator Letter to
a Jolnt Operating Agreement

dated July 3, 1952 Vendor 4 1

C00957

Change of Operator Letter to
Farmout and Option
Agreement dated September

8, 2010 Vendor 6 1

C00g66

Change of Operator Letter to
Joint Operating Agresment

dated November 3, 2005 Vendor 6 1

€00977

Change of Operator Letter to
Amending and Working
Interest Clariflcation
Agreement dated January 1,

2012 Vendor 6 1

C01157B:

Change of Operator Lefter to |
Royalty Agreement dated

May 19, 2017 Vendor 4 1

|
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GENERALDOCUIENTSI Patiitmnss
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ltem

‘Descritii

“Prepdred;,

FA0050 — Ferrier 9-15-38-7-
W5M Compressor Facility

Vendor

SA00262 - Ferrier — Contract
WelllFacillities Operating
Agreement dated November
1, 2010

Vendor

SA00263 - Ferrier Contract
Wells/Facilities Operating
Agreement dated March 1,
2012

Vendor

SA00266 — Ferrier —~ Cow Lake
Contract Wells/Facilites
Operating Agreement dated
February 1, 2009

Vendor

SAD0267 — Ferrier — well
Administration Agreement
dated August 1, 2011

Vendor

SA00270 ~ Cow Lake 3-16-
38-7-W5 Compression Facility
and GGS - Tie-In Agreement
dated February 1, 2009

Vendor

SAQ00278 ~ Cow Lake 3-16-
38-7-W5M Compr FAC &
GGS - Gas Handling

't Agreement dated February 1,

2008

| Vendor

SA00281 - Ferrler — Gas
Handling Agreement dated
March 1, 2012

SA00284 — Strachan 11-35-
37-8-W5M - Gas Handling
Agreemenit dated October 1,
2014

Vendor

10.

SA00287 — Willesden Green —

Gas Handling Agreement
dated May 1, 2012

Vendor

11.

SA00288 — Strachan — Gas
Handling Agreement dated
April 1, 2013

Vendor

12,

SA00202 - Ferrier GGS -
Gas Transportation
Agreement dated January 15,
2010

Vendor

13.

SA00328 — Ferrier Effluent GS
Handing -Agreement dated
August 1, 2011

Vendor

14.

SA00329 - Ferrler Well
Effluent Processing and Water
Disposal Agreement dated
Octobér 26, 2010
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V) GENERAL DOCUMENTS - SURFACE

.GENERA

R R R
V—{ O_Url' RCTROE ‘T ,'Prepar.ed S RN AR oy b Third
VVVVV -File" {: . = ption*". ¢ ‘Location .2 _.|:" . By™ .| ‘Copies’| ‘Véndor” | Purchaser. | Parties
A&N to a Shared Surfacs
. Lease Agreement dated ] . .
”i February 8, 2012 made — /_;S;‘} ~/S8( - E; X 4 72 ‘;’/a» ///H//L
3 belween Canadian Natura o AC 2 L
Resou esthﬁrﬁl:d V'&’/j I 76’ < S'O‘?
— - Manlok Energy Inc. .
| C01010 | Riser Site 038-07 W5M: SW10 | Vendor 5 2 2 1
- Right-of-Way dated February

5, 2009 between Roy and
= Leah Krabben and

i ‘Tournament Exploration Ltd,
et E00307 | Pipeline Right of Way 038-07 W5M: SE15 Vendor 4 2 2 0
Right-of-Way dated February
13, 2009 hetween Dean
Schultz and Toumament

o E00307 | Exploration Lid.

-001 Plpeline Right of Way 038-07 WSM: NES Vendor 4 2 2 0
Right-of-Way dated February
5, 2008 between Leonard
Dunbar and Debarah Kudelik-
Dunbar and Tounament
E00307 | Exploration Ltd. .
-002 Pipeline Right of Way 038-07 W5M: NW10 | Vendor 4 2 2 0
Right-of-Way dated January
20, 2009 between lronside
Consulting and Toumament
E00307 | Exploration Lid. )
-004 Pipelline Right of Way 038-07 W5M: SW15 | Vendor 4 2 2 0
Right-of-Way dated January
a 20, 2009 betwsen Garth and

J Marla Titford and Tournament

E00307 | Exploration Lid. ‘ )

3 -005 Pipeline Right of Way 038-07 W5M: NW14 | Vendor 4 2 2 0

——

—J

{ ]

Right-of-Way dated January
20, 2008 between Arthur and
Donna Nichols and

E00307 | Tournament Exploration Ltd.
-008 Pipeline Right of Way 038-07 W5M: SW23 | Vendor 4 2 2 0
Right-of-Way dated June 17,
2009 between Arthur and

*”“J Donna Nichols and

Toumament Exploration Ltd.

E00308 | Pipeline Right of Way 038-07 W5M: SW23 | Vendor 4 2 2 0

Right-of-Way dated August

16, 2010 betwaen Brian

J Burrington and Tournament

Exploration Lid.

E00310 | Pipeline Right of Way ] 038-07 W5M: SE9 Vendor 4 2 2 0

- Right-of-Way datad i

] September 20, 2010 between

Sandra Luckfassel and

E00310 | Toumament Exploration Ltd. |

-001 Pipeline Right of Way 038-07 W5M: SW10 | Vendor 4 2 2 0

1 Right-of-Way dated January ’ .

- 13, 2010 between Garth and

,,,,, Marla Titford and Tournament
| Exploration Ltd.

] E00313 | Pipeline Right of Way 038-07 W5M: NW14 | Vendor 4 2 2 0
Dinhit_nflilay datead Marrh 1R N
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Letter Agreement dated

Septamber 1, 2010 between
Thomas and Lorena Tisdale
and Toumament Exploration

500707 | Ltd. Access Road 038-07 W5M: NE4 Vendor 4 2 2 0
Freehold Surface Lease dated
October 4, 2010 between
Edna and Donald Ross and
Toumament Exploratlon Ltd. .

801084 | Wellsite and Access Road 037-07 WsM: SwW31 | Vendor 4 2 2 0
Freehold Surface Lease dated .
September 17, 2008 between
Arthur and Donna Nichols and

, Toumament Exploration Lid.

$01237_| Wellsite and Access Road 038-07 W5M: SW23 | Vendor 4 2 2 0

Freshold Surface Lease dated
1 June 17, 2009 betwesn Arthur

and Donna Nichols and

Tourmament Exploration Ltd.

801239 | Wellsite and Access Road 038-07 W5M: SW23 | Vendor 4 2 2 0
Freshold Surface Lease dated '

January 29, 2001 between
Gordon and Dariene Ironside

S01260 | and Maxx Petroleum Ltd. 038-07 W6M: S16 Vendor 4 2 2 0
Freshold Surface Lease dated
June 30, 2010 between Brian
Burrington and Tournament
Exploration Ltd.

501312 | Welislite and Access Road 038-07 W5M: SE9 Vendor 4 2 2 0
Freehold Surface Lease dated
September 20, 2010 between
Sandra Sehn and Toumament
Exploration Ltd.

S01314 | Wellsite and Access Road 038-07 W5M: SW3 Vendor 4 2 2 0
Freehold Surface Lease dated
January 20, 2011 between
Sandy Qually-and
Toumament Exploration Ltd.

$01315 | Wellsite and Access Road 041-07 W5M: NE11 Vendor 4 2 2 0
Crown Disposition PLA '

EC0307 | 080300

-003 Plpeline Right of Way 038-07 W5M: E15 Vendor 3-ETS 1 1 0
Crown Disposition
PIL 100033

$01255 | Compressor Site 038-07 W5M: NE15 Vendor 3-ETS i 1 0
Consent of Occupant to . Not

S01257 | PIL 100033 . 038-07 W5M: NE15 N/A Required 0 0

501064 | 102359856 Transfer of Caveat Vendor 5 2 1
082431049 ’

092031209

§01237 | 102232264 Transfer of Caveat Vendor 5 2 2 9

501239 | 092211180 Transfer of Caveat Vendor 5 2 2 1

S01260 | 012045353 Transfar of Caveat Vendor 5 2 2 1

S01314 | 102387257 Transfer of Caveat Vendor 5 2 2 1

S01315 ] 112025141 Transfer of Caveat Vendor 8 2 2 1

E00307 | 092056138 Transfer of Caveat Vendor 5 2 2 1

E00307

-001 092056141 Transfer of Caveat Vendor 5 2 2 1

E00307

-002 . 1 092056140 Transfer of Caveat Vendor 5 2 2 1

E00307 :

-004 092056139 Transfer of Caveat Vendor 5 2 2 1

E00307

005 092056137 Transfor of Caveat Vendor 5 2 2 1

S01312 | 102265736 Transfer of Caveat Vendor 5 2 2 1

E00307
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C. POST-CLOSING MATTERS
ltem | Action . - | Responsibility
Delivery of physical files — contracts/minerals/JViwells, pursuant to Section
1. 74 Vendor
, Circulate Notice of Assignment & Consents to Third Parties pursuant to
2. Section 7.5(a) Vendor
3. Circulate Change of Ops Notices to Third Partles pursuant to Section 7.5(a) | Vendor
Circulate Surface Assignment documents to Third Parties pursuant to
4. Section 7.5(a) Vendor
5. Circulate JV Assignments & Consent Letters pursuant to Section 7.5(a) Vendor
8. Submit ETS Vendor
7. Submit DDS Vendor
Effective October 1, 2017 Purchaser is responsible for all Rentals (Mineral
8. and Surface). ‘ Purchaser
Registration by the Purchaser of all registrable transfers and conveyances of
9. its interests in the Assets pursuant to Section 7.5(c) Purchaser
Delivery of Final Statement of Adjustments within 60 days following the
10. Closing Date, pursuant to Section 2.8 Vendor




Manitok Energy Inc.

INTERIM STATEMENT OF ADJUSTMENTS

(See Note Below)

Vendor:

Purchaser:

Property:

Effective Date:

Closing Date:

CDNS Unless
Indicated

Manitok Energy Inc.
444 - 7th Ave SW
Calgary, Alberta T2P 0X8

Yangarra Resources Corp.

Ferrier area assets as described in the Asset Sale Agreement dated January 26, 2018
(Yangarra APA was dated effective as of October 1, 2017)
October 1, 2017

January 31, 2018 (actual closing date was February 16, 2018)

Purchase Price:

113

Agreed Monetary Value 2,082,500.00
Value ascribed to:
Intangibles 80% 1,666,000.00
Tangibles 20% 416,490.00
Miscelleneous 10.00
2,082,500.00
GST on Tangibles 20,825.00

Estimated Closing adjustments:
October 1 to December 31 2017 Net Operating Income
October 1 to December 31 2017 Net Royalties

October 1 to December 31 2017 Net Operating Expenses
Pro-rated lease rentals - Mineral

Pro-rated lease rentals - Surface (Paid)

Pro-rated property taxes

Pro-rated AER admin fees

October & November

(244,272.87)
32,200.88

105,759.34
3,074.64
17,045.61
10,337.97

Total amount due to Manitok Energy Inc

2,027,470.57

NOTE: This ISOA was located by the Receiver in the records of Manitok. The Receiver was advised by former
employess of Manitok that this was the ISOA utilized to close the Ferrier Transaction.
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